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INDEPENDENT OFFICES APPROPRIATIONS FOR 1955 


Monpay, JANuARY 4, 1954. 


EXECUTIVE MANSION AND GROUNDS 


WITNESSES 


HOWELL G. CRIM, CHIEF USHER, WHITE HOUSE 
FRANK T. GARTSIDE, ASSISTANT SUPERINTENDENT, NATIONAL 


CAPITAL PARKS 


Amounts available for obligation 


1953 actual 


1954 estimate 


1955 estimate 


Appropriation or estimate 
Reimbursements from other accounts 


Total available for obligations 
ae and transferred to “Salaries and expenses, 
Sona of Economic aemlaamadl pursuant to Public Law 


Obligations incurred 
Comparative transfer to “‘Salari.s and expenses, Council of 
Economic Advisers 


$1, 957, 643 
21 


1, 979, 536 


— 27, 000 
—197, 212 


1, 755, 324 
— 23, 000 


1, 732, 324 


Obligations by activities 


Obligations by objects 


Object classification 


1953 actual 


1955 estimate 


Total number of permanent 
Full time equivalent of all other positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Crafts, protective, and custodial grades: 
Average salary 
Average grade 


Personal services: 
Permanent 
Other positions. 
Payments above basic rates 
Payments to other agencies for reimbursable details 


Total personal services 
(traveling expenses of the President) 


Penalty m 
Rents and utility services 
Printing and reproduction 
Supplies and materials 
Equipment 


Total obligations 


& 


279 


AB 
bo 


#2 
Is 


ow 
22 


masts 


2 
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1, 800, 000 1, 800, 000 
Total | 1,800,000 1, 800, 000 
Administration: 
i9iiestimate| 
$5, 386 
ol 
MA $1, | $1, 419, 548 $1, 
fied 120, 000 
40, 000 
(1) 
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Analysis of expenditures 


Unliquidated obligations, start of year 
Obligations incurred during the year 


Deduct: 
Ad t in obligations of prior years 
Unliqnidated obligations, end of year 


Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations. 


Mr. Pups. The committee will come to order. 

This is the first meeting of the Subcommittee on Independent 
Offices for the new year. We have before us, as the first agency, the 
executive representatives of the White House, justifying the budget 
for the Executive Mansion and Grounds. 

We have with us Mr. Howeil Crim, chief usher of the White House, 
who has been coming up here for how many years? 

Mr. Crim. Quite a number of years, Mr. Chairman. 

Mr. Puiturps. We also have with us Mr. Gartside, the Assistant 
Superintendent of the National Capital Parks. 

efore I ask you gentlemen for your statements, I want to make 
one statement myself, which is apparent to all of you. We report 
with regret the retirement of the long-time clerk of this subcommittee, 
Mr. William A. Duvall. He has, in that respect, shown more acumen 
than many members of Congress. He retired to play golf and con- 
serve his remaining years. e wish him long life and contentment. 

We report, also, as his successor, as the clerk of this subcommittee, 
Mr. Homer Skarin, and we are to have Mr. Frank Merrill in Mr. 
Skarin’s place. Mr. Merrill has been one of the staff members of the 
committee in the office upstairs. 

Mr. Crim, did you want to make a statement? 

Mr. Cri. I would appreciate the opportunity, Mr. Chairman. 

Mr. Puriuips. You may proceed. 


GENERAL STATEMENT 


Mr. Crim. The estimate for Executive Mansion and Grounds for 
fiscal year 1955 in the amount of $366,200 reflects an increase of 
$10,016 over the appropriation for the current fiscal year. This 
increase is required for temporary labor, used principally in connection 
with public visitation and official functions. 

The Executive Mansion is open for public sightseeing from 10 a. m. 
to 12 noon, Tuesday through Saturday each week. e total visita- 
tion for 1953 was 901,131, an average of approximately 3,561 persons 
per day. These figures are exclusive of specially conducted tours, 
guests meine receptions, luncheons, dinners, teas, lawn parties, 
and so forth. This heavy visitation reflects the widespread public 
interest in this historical structure and is a contributing factor to the 
cost of maintaining and operating the Executive Mansion and Grounds. 


H 
| 
1953 actual | 1954 estimate | 1955 estimate 
1, 755, 324 1, 800, 000 1, 800, 000 
ry 1, 893, 181 | 1, 907, 181 
on ditbiobeldadsde 93, 181 | 107, 181 132, 181 
Total 1, 710, 466 1, 786, 000 1,775, 000 
as) 
ialdilianisisatabgrensnietesahdaarsnenieaad 68, 403 86, 000 | 75, 000 
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The estimate of $366,200 has been determined to be the minimum 
amount necessary for the maintenance and operation of the Executive 
Mansion and Grounds for the fiscal year 1955 and is recommended for 
approval by this committee. 


PERSONAL SERVICES 


Mr. Puiures. I have here a breakdown of the detail of personal 
services, which shows the division of the personal services between 
mechanical and maintenance forces in one group and domestic force 
in the other. We will make this breakdown a part of the record. 

(The matter referred to is as follows:) 


Detail of personal services 
MECHANICAL AND MAINTENANCE FORCE DOMESTIC FORCE 


Principal operating engineer_. $5, 190 
7 operating engineers 

Assistant housekeeper 
Foreman carpenter 90 | First butler 

4 carpenters 

1 carpenter’s helper 

Foreman electrician 

3 electricians 

1 electrician’s helper. 
Foreman gardener 

10 gardeners 

Foreman plumber 


Storekeeper 
Assistant storekeeper 
Clerk-typist 


SUMMARY 


38 mechanical and maintenance employees $145, 325 
34 domestic force employees 103, 103 


Total (72) 
Average salary—mechanical and maintenance employees 
Average salary—domestic force employees 
Average salary—all employees 

Mr. Puriuirs. What changes are there between the list of employees 
for the next fiscal year and the year in which we are now operating? 

Mr. Crim. There are none. 

Mr. Garrsipr. No changes; the only change will be in the tempo- 
rary employees that we bring in for the official functions. 

Mr. Puiuurps. And that is due to two things: first, the increase in 
the interest of the people in the renovated ite House and second, 
the increase in a certain amount of entertaining due to the end of the 
restrictions of the war years 

Mr. Crim, as I recall, last year the White House voluntarily reduced 
the amount which had been requested for the year. Do you remember 
what the amount was? 

Mr. Crim. We requested $367,200, Mr. Chairman, and we reduced 
it by $11,016, so that the actual appropriation was $356,184. 


2 plumbers................. 8,090] Head laundress._........... 2,830 
—_ Total (646)... 108,108 
Total (38)....2....... 145, 8325 
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Mr. Puiturps. You are, in effect, asking for less additional money 
for next year, considering the voluntary reduction? 

Mr. Crim. $1,000 less. 

Mr. Puiturrs. I have also been advised by the Bureau of the Budget 
that there is a new method of checking these accounts at the White 
House, with a strong possibility that you may be able to report a 
balance at the end of fiscal year 1955 out of this fund? 

Mr. Crm. We would be very happy to be in that position, but 
looking ahead, I cannot say with certainty that it will happen. Both 
Mr. Gartside and I are giving it full time and attention. We are old 
tenants there and if we can make any savings, you can bet we will 
make them. 

Mr. Puiturrs. Mr. Gartside, do you have a statement which you 
desire to make? 

Mr. Gartsipr. No, sir; I do not. 


DOMESTIC HELP 


Mr. Puituips. During the informal discussion before this subcom- 
mittee convened to ask you for the formal statement, you made some 
statements regarding the difficulties of finding domestic help today. 

It seems to me it might be a good idea to put something to that 
effect on the record—that there is an increasing difficulty of getting 
trained domestic servants of the type that are needed in an establish- 
ment of this kind. Is that so? 

Mr. Crim. That is correct, Mr. Chairman. We are finding it more 
difficult each year because it seems that younger folks coming on 
prefer to follow other pursuits and other means of earning a livelihood, 
and we find it extremely difficult. 

Up until a year ago—and this may be of interest to you—the chief 
butler under President McKinley was still employed a on part-time 
basis at the White House. He died about a year ago. He was well 
in his eighties, but for service, he was all he needed to be, but he did 
get a bit infirm. We have another servant there who has been there 
since President Taft’s time. You may have met him. He is the tall 
fellow right inside the front door who gives you that gracious bow that 
the movies would like to have in their pictures, and, really, the White 
House will not be the same without him. We do not know where we 
can get replacements. The younger folks are going in for college 
education and into the professions and they just do not care to enter 
into what we call domestic work. We have made out so far, but each 
year it becomes extremely difficult—more difficult than the last. 

Mr. Tuomas. I have no questions, Mr. Chairman, but I think Mr. 
Crim and Mr. Gartside have their hands full. I have noticed a ee 
many times the lines of people going into the White House. It is 
simply stupendous. I do not see how they do the good job that they do. 

r. Yates. With reference to this item for increased employees 
that you are requesting, what portion of that is to take care of the 
visitors? 

Mr. Puiturrs. Of the $10,000? 

Mr. Yates. Yes. 

Mr. Garrtsipe. It is almost impossible to answer that question 
accurately, Mr. Yates, because the public visitations and the official 
functions are so closely related. 


5 


Mr. Yates. Is the entire amount for public visitations and official 
functions? 

Mr. Gartsipe. All of it is for that purpose. 

Mr. Yates. The reason for my question is that you say “An in- 
crease in the amount of $10,016 is requested for temporary labor, 
required principally in connection with public visitation and official 
functions.” 

Mr. Gartsipe. It should be “all of it”? instead of “principally.” 
I would say all of that $10,000 would be for that purpose. 

Mr. Yates. What is the rotation of your employees? Do you find 
that your 72 positions are filled constantly or are there any vacancies 
in that number? 

Mr. Crim. We have no vacancies and those 72 positions are full- 
time jobs. 

Mr. Yates. There are no vacancies? 

Mr. Crim. No, sir. 

Mr. Yates. The difficulties which you spoke of in response to the 
question by Mr. Phillips were with respect to temporary employees? 

Mr. Crim. Temporary and permanent employees. They are get- 
ting old and the young folks coming on today do not seem to have an 
inclination to follow or fall in where the oldtimers served and become 
servants in a home, even in the principal home of the Nation. They 
follow other pursuits today. 

Mr. Yates. Going back to my original question, is there much of a 
turnover in your permanent positions? 

Mr. Crim. No, sir; there is not much of a turnover. 

Mr. Putuurrs. Thank you very much, gentlemen. 


Monpay, JANuary 4, 1954. 


NATIONAL CAPITAL HOUSING AUTHORITY 


WITNESSES 


JAMES RING, EXECUTIVE DIRECTOR 

ALBERT J. HASKELL, ASSISTANT EXECUTIVE DIRECTOR 
LOUIS N. MOORE, BUDGET OFFICER 

CONRAD M. JONES, COMPTROLLER 


Amounts available for obligation 


1953 actual |1954 estimate 


Aupropeiation or estimate $45, 000 
bursements from other accounts 164 


Total available for obligation 45, 164 
Unobligated balance, estimated savings —1,844 


Obligations incurred 


Obligations by activities 


Meintenguce and operation of title I properties: 


| 

1955 estimate 

$43, 000 $43, 000 

| 43, 000 43, 000 

} VETTE 43, 320 43, 000 43, 000 

| 


Total number of permanent posi! 
Average number of all employees 


Average salaries and grades: 


01 Personal services: 
Permanent 


Rents and utility services. 
Printing and reproduction 

Other contractual services 
Supplies and materials 
Equipment 

Lands and structures 

Refunds, awards, and indemnities. 


Analysis of expenditures 


1953 actual | 1954 estimate 


Expenditures are sees ort as follows: 
Out of current auth 
Out of prior alate 


Mr. Puiurrs. The subcommittee will come to order. 

Gentlemen, we have with us the National Capital Housing Author- 
ity representatives. The witnesses are Mr. James Ring, executive 
director, Mr. Albert Haskell, assistant executive director, Mr. Louis 
N. Moore, budget officer, and Mr. Conrad Jones, comptroller. 

Who is going to testify regarding your budget, and do you want to 
make a statement? 

Do you want this statement placed in the record and make a supple- 
mentary briefer statement, or do you desire to read all of this to the 
subcommittee? 

Mr. Rina. Mr. Chairman, I would not want to take the time of the 
committee by yeading thie statement. The National Capital Housing 
Authority serves as the local public housing agency for the District of 
Columbia, and the item before the committee concerns a small portion 
of the Authority’ s total program covering properties that were devel- 
oped under the original provisions of the act by which the Authority 
was created in 1934. 


Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
6 6 6 
Crafts, protective, and custodial grades: 
Payment above basic rates...............-...-..----.--- 1, 246 1, 928 826 ‘ 
Total personal services...............-...--..--------- 24, 228 23, 260 19, 973 
Ser 276 158 182 
3,201 2,773 3, 255 
31 31 35 
10, 365 7, 294 4, 189 
eSsbctedecocssutasenecss 4, 745 8, 192 7, 505 
100 1, 223 3, 715 
| — = 
43, 320 43, 000 43, 000 
oO 1955 estimate 
Unliquidated obligations, start of year._..............----.-.- $15, 564 $4, 007 $4, 000 f 
Obligations incurred during the year.._................-.-.-.- 43, 320 43, 000 43, 000 
Deduct: 
Unliquidated obligations, end of year. _..............-.... 4, 007 4, 000 4, 000 
53, 995 43, 007 43, 000 | 
14, 801 4, 007 4, 000 


7 


The Authority, of course, is always glad to answer any questions 
that the committee may have concerning its work in this phase of its 
operations or in any other. 

Mr. Putiurps. At this point in the record, we will insert pages 1, 2, 
3, 4, 5, 6, and 7 of the prepared statement. 
The matter is as follows: 


GENERAL STATEMENT 


The National Capital Housing Authority was established in 1934 under terms 
of the District of Columbia Alley Dwelling Act (48 Stat. 930, amended by Public 
Law 733, 75th Cong.). In accordance with this law the Authority is the local 
public housing agency in the District of Columbia. It has as its financial objec- 
tive, the assurance, at the least practicable cost to the Government, of an adequate 
supply of dwellings for families, or persons, of low income whose housing needs 
are not met by private enterprise. The Authority seeks to provide dwellings 
without ae or loss except for subsidy provided by law to reduce rents below 
cost level. As the local housing authority, our general objectives are: 1. A city 
rid of all its slums, and 2. a city with good dwellings for all its people. 

At July 1, 1953, the Authority had 7,144 units under management and was 
engaged in a development program designed to provide 3,652 additional units of 
low rent housing. he 112 dwelling units and commercial units on 4 sites operated 
under title I are the only part of our program requiring a direct appropriation. 
This appropriation is less than revenues derived from operation which are covered 
monthly into the Treasury. All other activities are conducted under title II of 
our act and are eosress oe loans serviced from rental income and subsidy. Title 
II activities are supervised by the Public Housing Administration. 


TITLE I ACTIVITIES 


Under title I of the Alley Dwelling Act the Authority operates 112 dwelling 
units and 30 nonresidential units (considered the equivalent of 5 dwelling units 
for management purposes). The actual income and expense for fiscal year 1953 
is compared below with estimated income and expense for fiscal years 1954 and 1955: 


1953 actual | 1954 estimate | 1955 estimate 


Lbbeqngecce $59, 111 $58, 172 $55, 759 
43, 320 43, 000 43, 000 


12, 759 


15, 791 


15, 172 


Other schedules pertaining to title I operations follow: 


Title I properties 


Development 
cost 


Dwellin; 
Hopkins Place (remodeled) ll $27, 586 
Hopkins Place (new) 12 46, 312 


Nonresidential properties: 
Brown’s Court 5 9, 728 
Douglass Court (garages) -_ 17 927 
Ruppert’s Court (shop) . . - 1 9, 762 
Stanton Court (garages) 7 8, 247 


1 Amounts shown represent development cost to the nearest dollar. Equipment cost ($14,547) is now 
combined with the cost of land and structures as part of development cost. 


Rental income 
Expense (net) 
| 
OO 18 97, 573 
31 138, 554 
| 


Analysis of estimated Federal capital invested in title I properties at June 30, 1955 


Nov. 12, 1934, | July 1, 1953, | July 1, 1954, Total, 
te June 30, 1955 
June 30, 1953 | June 30, 1954 | June 30, 1955 

Geonames decenttenaenaneeueneiehseiaed $1, 157, 437 $43, 000 $43, 000 $1, 243, 437 
Reversion of unexpended balances... _. 898) (1, 844) (100, 793) 
Receipts deposi ve Treasury !__...- 537, 095) (58, 256, 651, 060) 
Transfer of O’Brien (119, 000) 

O'Brien Ct. at appraised value (441, 400) 
| ae (47, 956) (15, 307) (14, 553) (77, 816) 


4 — cash in transit deposited in year. 


In accordance with Public Law 156, 80th O’Brien Ct. was transferred at appraised value 
($560. 400) to the Red Cross without exchange of funds 


Reconciliation of operating income with treasury receipts 


Actual, Estimate, Estimate, 
1953 1954 1955 
rating income during year --...... $59, 111 $58, 172 $55, 759 
‘Adjustment of prior-year 
Court cost (paid by tenants, not included as income) -.-..- 74 aul 
Prepaid rents, end of 336 300 150 
Prior-year receipts deposited current year.....-....-.---.- 15, 424 5, 536 4,847 
Subtotal 16, 418 5, 836 4,997 
Decrease in tenant security deposits. 20 
Net increase in accounts receivable... 564 (250) (250) 
Prepaid rents, beginning of year. __..........-.......--... 266 336 300 
Receipts deposited, subsequent year. 5, 536 4, 847 4, 645 
Uncollectible accounts during year_..............-----.--- 150 150 
Subtotal 6, 395 5, 063 4, 845 
Total Treasury receipts...........---..-.--.--.--------- 69, 134 | 58, 945 55, 911 


Statement Revatina AppropriaTiION EstimMATE TO CuRRENT APPROPRIATION 
Maintenance and operation of properties, National Capital Housing Authority 


1954 budget estimates (submitted to Congress)_...........---------- 43, 000 
uctions: 
Base cost: Decrease in estimated requirements___-------- $3, 118 
Nonroutine costs, fiscal year 
12, 837 
Additions 
Base cost: Lacreased cost of repair, maintenance, and re- 
Nonroutine cost, fiscal year 1955-__.--...-.-----------.- 12, 586 
——_ 12, 887 
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Analysis by activities 


Activity 1954 Deductions | Additions 1955 
Base cost: 
1. Management expense... $8, 004 $8, 003 
4. Routine repairs, maintenance, and replacements. oe $251 9, 861 
Nonroutine cost: 
1. Major repairs and replacements. -___............- 9, 719 9, 719 6, 671 6, 671 
Total nomroutine 9, 719 9, 719 12, 586 12, 586 
Total appropriation or estimate_............... 43, 000 12, 837 12, 837 43, 000 


Budget estimates for 1955 are predicated upon maintenance of the properties 
in a creditable condition to assure that: (1) The occupants have decent, habitable 
dwellings, and (2) the investment of the Government in the properties is pro- 
tected. Preventive maintenance, including exterior painting on a regular cycle, 
has been provided to assure the protection of the properties. Replacement of 
dwelling equipment in bad condition is anticipated. Installation of gas water 
heater units at the two centrally heated properties is being requested to permit 
a substantial reduction in present and future routine heating labor cost. The 
annual savings resulting from the installation will be more than sufficient to 
repay the initial outlay within a 2-year period. 

efore preparing the 1955 cost estimates the properties were carefully inspected. 
The results of the inspection were used in preparing a list of items required during 
the budget year. The total hours of direct labor for each item was then inserted 
on the list using our experience at all properties as the basis of estimation. The 
total direct-labor hours for each employee was multiplied by an hourly rate 
weighted to account for estimated leave, to determine labor costs for budget 
purposes. Material requirements likewise based upon experience, were estimated 
and computed at August price levels. The remaining items, requiring special 
skills or equipment, were scheduled for performance by contract at costs similar 
to those experienced during June 1953 at other properties. 

It is expected that, after the work requested in the 1955 budget is performed, 
future appropriation requests will decline. A forecast of expense for fiscal years 
1956 and 1957 is compared below with actual appropriations for fiscal years 1953 
and 1954 and the appropriation estimate for fiscal year 1955: 


During 1956 the Authority proposes to reinstate request for $2,400 to provide a 
retaining wall at the rear of the Williston property which was deleted from the 
1954 appropriation request to reduce cost. We also anticipate replacing out- 
moded coal stoves with automatic gas ranges and water heaters in the 12 units at 
Hopkins Place (new) to increase livability of dwellings. 

xpenses incurred in operating title I properties are divided into two classifi- 
cations: (a) Base costs consisting of management expense, operating services, 
utilities, and normal repairs and replacements which must be paid regularly if 
operations are to continue, and (b) nonroutine costs consisting of major repairs, 
maintenance and replacements occurring only once, or at infrequent intervals, 
such as exterior painting, roof replacements, and replacement of dwelling equip- 
ment, and operating improvements, or capital additions, such as installation of 
gas water heaters in our present request. 

Nonroutine costs are the cause of wide variations in appropriation requests 
because no reserves can be established during years of low operating costs to help 
defray unusual costs during subsequent years. 
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(A) BASE COST 


A net decrease of $2,867 is estimated for fiscal year 1955. This decrease is the 
net result of a substantial reduction in utilities cost together with small changes in 
other estimates which are discussed below by major account: 


Management expense 

The general administrative expenses of the Authority including salaries and 
other costs are divided between our development and management programs on 
a workload basis. The management program’s share of this expense is then 
prorated monthly to properties on the is of dwelling units under management 
at that time. ur 1955 operations contemplate accelerated disposition of war 
housing units as well as the completion and acceptance for management of new 
properties constructed under the development program. Since neither disposi- 
tion nor completion dates can be accurately estimated our administrative staff 
may vary considerably during the budget year. Title I management estimates 
are honed upon the $5.70 per unit month cost approved for fiscal year 1954 since 
we expect no change in the title I portion of our management program. 


1954 approved 1955 request 
Per unit Per unit 
Cost month Cost month 
ject office salaries. $2, 766 $1. 97 $3, 089 $2. 20 
Central office salaries__..................------- 3, 763 2. 68 3, 285 2.34 
al, fiscal and other 337 365 26 
project office expense. 225 253 
Other central office expense. 913 1,011 
bona 8, 004 5.70 8, 003 5.70 


Operating services 

The decrease results from the anticipated installation of automatic gas water 
heaters at centrally heated properties which will permit shifting of the full time 
maintenance laborer at St. Mary’s to other properties for half a day during the 
nonheating season. This will result in reducing both the operating service and 
the heating labor charge. (See utilities below.) 
Utilities 

The decrease results from a comprehensive study of the heating systems at St. 
Mary’s and Williston made by our central maintenance engineering section. It 
was found that the heating cycle at both plants did not vary substantially between 
the heating and nonheating seasons, and that the installation of automatic gas 
water heating equipment would result in eliminating heating labor cost during the 
entire nonheating season. If our request for $4,100 to install water heaters (see 
nonroutine items) is denied, then routine utility costs must be increased by 
$3,000 to permit continued operation with the present heating equipment. 


Repairs, maintenance and replacements 

Normal repairs, maintenance, and replacements were increased slightly to 
proviae for the maintenance of the heating systems during the summer months 
while automatic equipment is supplying hot water. Other variations result from 
within grade promotions and from increased cost of materials and supplies used 
in maintenance. 


(B) NONROUTINE COST 


Major — maintenance and replacements and other expenses of a nonroutine 
i below by property: 


nature are 


Hopkins Place (remodeled): 


Hopkins Place (new): 
Replace 12 canopy 
Replace 2 water storage tanks___..____...............-.-..--..- 


Jefferson Terrace: 
Replace linoleum, 2 kitchens, 2 baths. 


St. Mary’s Apartments: 


V Street houses: 


Williston: Wa 
Replace 2 stairway entrance doors----_--..-....----------------- 100 
Replace 18 hall-light receptacles.............................--- 36 
Commercial: 
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$700 

1, 100 

880 

935 

75 

100 

100 

700 

40 

36 

40 

115 

150 

80 

385 
124 

180 

61 

72 

1, 600 

20 

80 

1, 800 
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Unusual items appearing in the above list requiring justification are: 

(1) Exterior painting at Hopkins Place (remodeled and new) and St. Mary’s 
totaling $3,000: These items were deleted from our fiscal year 1954 appropriation 
request to reduce expenditures in accordance with the President’s request. 
This exterior painting must be performed during 1955 or the Government will 
suffer a substantial loss as a result of deterioration due to prolonged exposure of 
structural members to the elements. 

(2) Provision for ranges, water heaters, and space heaters for 11 units at 
Hopkins Place (remodeled) at a total cost $2,915: These items will replace the 

nt coal ranges located in the kitchens which now serve all three purposes. 

he coal ranges are capable of heating the very small units during the winter 

months but they throw off enough heat while cooking and supplying hot water 

to make the units unbearable during summer months. Accordingly we are 

proposing to replace the coal ranges with gas ranges and automatic water heaters 

in the kitchens and are proposing to install 11 space heaters in the living rooms 
where flues are available to pipe the smoke from the coal space heaters. 

(3) The provision of gas water heaters to supply hot water at St. Mary’s 
and Williston during nonheating season: This provision has been justified in 
prior explanations. It should be noted that the expenditure for the automatic 

hot water heaters at the centrally heated properties will more than repay 
nitial installation cost in less than 2 years. It is our belief that this is a type of 
operating improvement which should be installed without delay since it will 
substantially reduce routine cost in the future. 

The following schedule shows a distribution of our 1955 appropriation request 
by property and activity: 
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Title II activities 
Under title II of the District of Columbia Alley Dwelling Act the Authority 
is designated as the local public housing agency in the District of Columbia. 
As the local public housing agency the Authority (1) was managing 7,027 dwelling 
units at July 1, 1953, and (2) was engaged in a development program designed to 
provide 3,652 additional low-rent dwellings to our operating program. All 
activities under title II are conducted under the supervision of the Public Housing 
Administration and are included in the consolidated reports of that agency. 


Operating program 

(1) War housing (2,893 dwelling units): War housing properties were con- 
structed with funds supplied by the Public Housing Administration. In accord- 
ance with management agreements under which the properties are operated, net 
income is transferred to the Public Housing Administration quarterly. The 
Public Housing Administration has issued instructions that temporary war 
housing must be disposed of before the end of fiscal year 1955. Acting on these 
instructions, the Authority has arranged an orderly disposition schedule and is 
cooperating closely with the Public Housing Administration to remove these 
dwellings from the housing market on schedule. 

(2) Veterans reuse barracks (653 dwelling units): The barracks were erected 
by the Public Housing Administration on sites supplied by the District of Colum- 
bia. Upon completion, title to the structures was transferred to the Authority 
to be retained until the structures were no longer needed. Then title to the 
structures is to pass from the Authority to the District of Columbia and the 
District is to be responsible for disposition. Net. income from operations is 
transferred to the Public Housing Administration annually. 

Reuse barracks are also undergoing disposition and the last of these units is 
scheduled to be vacated during fiscal year 1955. 

(3) Low rent (3,481 dwelling units): At July 1, 1953, the Authority has 11 
low-rent properties under management. These properties are detailed below: 


LOCALLY OWNED 


Number 

United States Housing Act (1937 act): of units 

United States Housing Act (defense amendment): 

United States Housing Act (1949 act): Stanton dwellings.........-.___- 348 

LEASED 

United States Housing Act (defense amendment): Lincoln Heights - - - --- 440 

Emergency Relief Act: Langston_.........-...--i_------------------ 274 

Total leased and owned. 3, 481 


The five locally owned properties constructed under the United States Housing 
Act of 1937 have been permanently financed by the sale of bonds which are 
serviced and retired by rental income and Federal contribution. The three 
properties constructed under the United States Housing Act (defense amendment) 
are still financed by short-term-loan notes which have been serviced from net 
operating income. We expect to have these properties permanently financed by 
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thesale of bonds some time during fiscal year 1954. The one property constructed 
under the United States Housing Act of 1949 has been financed by short-term-loan 
notes which are being serviced by net operating income. 

Net operating income from the two leased properties is now being transferred 
to the Public Housing Administration. It is expected that some time during 
fiscal year 1954 the two leased properties will be transferred from the Public 
Housing Administration to the National Capital Housing Authority. At the 
time of the transfer the National Capital Housing Authority will issue bonds to 
meet the depreciated development cost of Lincoln Heights. Thereafter this 
property will operate at a deficit (as a result of debt service on bonds) with the 
difference between cost and income being financed by Federal contribution. 
The Langston property will be transferred to the Authority under terms which 
require the payment of net annual income to the Public Housing Administration 
after adequate provision for reserves has been set aside. 

The Authority expects new units to be made available from our development 
SS during both fiscal years 1954 and 1955. Disposition of war housing 

owever will remove more units from occupancy than the new program will add. 
During 1954 we expeet to have an average of 6,406 units in occupancy. During 
fiscal year 1955 this number will drop to an average of 5,465 units. 
Development program 

The development program is currently being financed from funds advanced by 
Public Housing Administration and from the sale of short-term-loan notes to the 
general public. Upon the completion of properties the Public Housing Adminis- 
eee snd private investors will be reimbursed from funds provided by the sale 
of bonds. 

The extent of development operations during fiscal year 1955 is dependent upon 
congressional action with respect to public housing authorized. herefore esti- 
mates of development expenditures during the budget year are entirely conjec- 
tural and subject to considerable readjustment. 

At the beginning of fiscal year 1954 three projects (DC 1-16, 1-17, and 1-18) 
were under construction. These projects contain a total of 827 dwelling units. 
DC 1-16, containing 246 dwellings, was well advanced in construction. Initial 
occupancy at this property is expected during September 1953. Complete 
occupancy should occur during December 1953. DC 1-17, containing 190 dwellin 
units, was even further advanced in construction. Initial occupancy wovelired 
during September of 1953 while complete occupancy is expected during October 
1953. Section I of DC 1-18, containing 391 dwelling units, was just getting under 
way at the beginning of the fiscal year. Initial occupancy should oceur in the 
spring of 1954 with complete occupancy by the end of fiscal year 1954. 

Two additional projects, DC 1-20 and DC 1-21, comprising 591 and 476 
dwelling units, respectively, are under annual-contributions contracts and are in 
the planning, site-acquisition stage. Both of these slum-clearance projects re- 
quire extensive tenant relocation before construction starts. It is therefore ex- 
pected that only small sections of each property will be placed under construction 
during fiscal year 1954. Present estimates of starts (which are subject to alloca- 
tions made by the Public Housing Administration from its national total of 
20,000 construction starts) are from 300 to 400 dwelling units for DC 1-20 and 
approximately 200 dwelling units for DC 1-21. We expect the first units at each 

roperty to come into occupancy during the spring of 1955 with full occupancy 
in the fall of that year. 

Development programs for four additional projects are in the Public Housing 
Administration office awaiting approval. The construction schedule indicated in 
the paragraph above is expected to use up allocations which may be made by the 
National Capital Housing Authority out of Public Housing Administration 
construction authorized by Congress during fiscal year 1954. Therefore we do 
not expect action on development of these properties during fiscal year 1954. 
However, we do expect to activate these properties after July 1, 1954, with construec- 
tion starts for each of the properties beginning during the early fall of 1954. 
Initial occupancy is expected in the late spring of 1955 with complete occupancy 
during the summer and fall of that year. 


General information 

The attached financial statements were prepared to reflect activities in the title 
II portion of our program and are based upon seqpunting propedice rescribed by 
the Public Housing Administration during past years. This procedure has been 
revised by the Public Housing Administration during the past year, but the 
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Authority has not yet converted its books of accounts to conform with the revised 
procedure. Accounting under the new procedure will result in more realistic 
reporting in future years because depreciation will be shown in our profit and loss 
statement and in the balance sheet. Likewise debt service which currently shows 
as an evpense in the profic and loss statement will be shown in its proper place as a 
reduction in bonds outstanding with the interest payments, which are now in- 
cluded in debt service, being the only portion of this item remaining in profit and 


loss statement as expense. 


SraTeMENT A.—Statement and estimate of sources and ap ie of funds, operation 


and maintenance, properties aided by or leased from Public Housing Administra- 
tion 
1953 actual | 1954 estimate | 1955 estimate 
FUNDS APPLIED 
To operations: 
Administration program: 
Acquisition of assets: 
I 3, 009, 470 3, 046, 530 $2, 427, 001 
Payment of quarterly rent to Public Housing Admin- 
to operati dministration pro- 
Lackid aebalussidwsGtnesetevebubepiachucedes 3, 730, 637 3, 848, 461 2, 542, 780 
Development 
Acquisition o assets: 
5, 703, 769 9, 685 14, 947, 919 
Operating expenses... 34, 185 97, 330 71, 755 
Total applied to o tions—development 
Total applied to operations. --..- 10, 671, 800 13, 553, 476 17, 562, 454 
To non-Treasury financing: 
Retirement of eich 5, 425, 000 15, 262, 000 19, 568, 000 
Interest on 57, 601 56, 566 59, 308 
to Publie Housing Administration: 
Total applied to non-Treasury financing... ......-- 9, 546, 729 15, 680, 766 19, 627, 308 
Total applied to “operations and non-Treasury 
20, 218, 529 29, 234, 242 37, 189, 762 
To Treasury financing: Increase in Treasury cash..........-.|....-..------- 650, 175, 
By : FUNDS PROVIDED 
operations: 
programs: 
nek 3, 625, 694 3, 406, 519 2, 344, 769 
Public. Housing Administration annual contribution_- 177, 469 414, O11 313, 583 
With bene agp of reserves from Public Housing Adminis- 2,701 
Sale of Publ Housing “Administration owned 
Total by operati dministrati 
I Dicn.cemennew=nasine 3, 826, 656 3, 820, 530 2, 658, 352 
Development rogram; Income... 29, 053 125, 568 85, 536 
Decrease in selected 1, 063, 016 119, 400 
Total provided by operations.....................-..--- 3, 855, 709 5, 009, 114 2, 863, 288 
By non-Treasury financi 
can 15, 262, 000 19, 568, 000 34, 502, 000 
Preliminary notes-Public Housing Administration. - 
Sale of Housing Authority: bonds... 5, 308, 000 | 
Total provided by non-Treasury financing-...........-.- 15, 403,200 | 24, 876, 000 34, 502, 000 
Total vided by operations and non-Treasury 
By Treasury Financing: Decrease in Treasury cash_.........- 
20, 218, 529 29, 885, 114 37, 365, 288 
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Statement A.— Statement and estimate of sources and application of funds, operation 
and maintenance, properties aided by or leased from Public Housing Administra- 


tion—Continued 
EFFECT ON TRUST EXPENDITURES 
1953 actual | 1954 estimate | 1955 estimate 
Funds applied to operations and non-Treasury financing._..._| $20,218,529 | $29, 234, 242 $37, 189, 762 
Funds provided by operations and non-Treasury financing -- 19, 258, 909 29, 885, 114 37, 365, 288 
Net effect on trust expenditures__.................-.-..- 959, 620 —650, 872 —175, 526 
The above amounts are charged (or credited (—)) to receipts 
ee 959, 620 —650, 872 —175, 526 
STATEMENT B.—Statement and estimate of income and expense 
1953 actual | 1954 estimate | 1955 estimate 
ADMINISTRATION PROGRAM 
$3, 586,189 | $3,363,464 | $2, 324, 061 
5, 632 5, 680 3, 568 
29, 718 32, 550 12, 739 
4,155 4, 825 4, 401 
ND eiarnccnscbwackeidadeastnecsosndcasenessess 3, 625, 604 3, 406, 519 2, 344, 769 
Expenses (including provision for principal on bonds): 
102, 725 131, 251 105, 776 
572, 783 565, 458 543, 87 
Repairs, maintenance, and replacements__-.--........-.--. 1, 047, 521 71, 286 586, 673 
Replacement of equipment. .-.-...........-...---.. 18, 235 32, 518 31, 400 
Operating improvements. ._...................-..-..-.-...- 21, 704 49, 749 32, 750 
Debt service (provision for principal and interest on bonds)_ 216, 326 446, 433 446, 686 
Withdrawal from reserves held by Public Housing Ad- 
Increase or.decrease;(—) in allowance for losses on opera- 
3, 073, 617 3, 043, 475 2, 483, 265 
Net income or loss (—) from operations, administra- 
552, 077 363, 044 —138, 496 
DEVELOPMENT PROGRAM 
Income... 29, 053 125, 568 85, 536 
E 
Management. 24, 456 39, 335 32, 370 
Operating services _.... 2, 802 2, 354 2, 67. 
649 23, 308 14, 654 
Re , maintenance and replacements. --.............-- 2,712 19, 620 13, 365 
General adi 3, 566 12,713 8, 693 
34, 185 97, 330 71, 755 
Net income or loss (—) from development program - - - -- —6, 132 28, 238 13, 781 
Net income or loss (—) for the year_............-...-.-.- 546, 045 391, 282 —124, 715 
ANALYSIS OF RETAINED EARNINGS 
Net income or loss (—) for the year__......-....--...--.-.-.-. 4 $391, 282 —$124, 715 
Public Housing Administration annual contribution. B 177, 469 414, O11 313, 
Payments of rent to Public Housing Administration: 
urrent year. —614, 991 —747, 760 —H5, 779 
] ings used to reduce development cost _ —98, 907 —28, 238 —13, 781 
Earnings used to reduce outstanding notes....................|.-----..-.---.- —29, 295 — 59, 308 
Earnings reserved for reduction of —27,171 
— reserved for reduction of Public Housing Admin- 
istration annual contribution. on = 


Retained earnings at end of year " 


= 
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STATEMENT C.—Statement of financial condition 


1953 actual | 1954 estimate | 1955 estimate 
Current assets: 
$1, 593, 817 244, $2, 420, 215 
On hand and in transit -_- or. 1, 303, 678 10, 000 10, 
24, 830 000 2, 000 
Reserve e U. 8. savings 47, 450 47, 750 48, 050 
Inventories: Stores and fuel_......................--.-.... 59, 461 58, 000 58, 000 
83, 255 83, 500 83, 500 
3, 304, 556 2, 620, 939 2, 746, 765 
Fiscal agent funds for debt service 
Investments in U. 8. savings bonds_. 111, 869 115, 143 118, 670 
a fiscal agent funds 139, 574 165, 743 178, 670 
Fixed asse’ 
24, 844, 885 33, 780, 067 47, 292, 076 
Less portion of cost liquidated through repayments______- 1, 639, 691 1, 774, 257 2, 013, 565 
Less allowance for depreciation . -_..................--.... 5, 5,477 5, 477 
23, 199, 717 32, 000, 333 45, 273, 034 
2, 741 3, 500 3, 
Ne nel Oe 23, 202, 458 32, 003, 833 | 45, 276, 534 
ee 26, 646, 588 34, 790, 515 48, 201, 969 
Accounts bin 783, 060 535, 000 
399, 003 375, 500 380, 000 
Deferred rj ‘undistributed 49, 210 24, 300 114, 500 
Total. cursent abilities..............................-..- 1, 231, 273 959, 800 1, 029, 500 
937, 978 911,972 922, 799 
Temporary loan notes payable _........-...........-..... 15, 262, 000 19, 568, 000 34, 502, 000 
Series A Housing Authority bonds payable. __............ 3, 091, 000 5, 799, 000 5, 630, 000 
20, 688, 996 27, 404, 515 42, 262, 969 
INVESTMENT OF U. 8S. COVERNMENT 
Interest-bearing investment: 
Preliminary loan notes, Public Housing Administration. - 
Series B Housing Authority bonds, Public Housing Ad- 
3, 107, 000 5, 629, 000 5, 618, 000 
Non-interest- investment: 
2, 488, 392 1, 757, 000 | 321, 000 
Total investment of U. 8. Government. ._............__- 5, 957, 592 7, 386, 000 } 5, 939, 000 
Total liabilities and investment of U.S. Government...| 26, 646, 588 | 34, 790, 515 48, 201, 969 
StaTeMENT A-1,—Accrued expenditures, by objects 
Object classification 1953 actual 1954 estimate 1955 estimate 
Total number of permanent 361 367 326 
Average number of all employees. 351 334 314 
Average salaries and grades: 
General schedule grades: 
Crafts, protective, and custodial grades: 
Average $3, 103 $3, 159 $3, 236 
01 Personal services: 
Permanent positions,...___- _-_......-..-.--.....-.... $1, 318, 012 $1, 295, 460 $1, 239, 969 
Regular pay in excess of 52-week base... 4, 873 5, 065 4, 343 
Payment above base rates. ......... 11, 581 12, 322 13, 224 
Total personal services... 1, 334, 466 1, 312, 47 1, 258, 
8, 134, 125 12, 240, 629 16, 304, 418 
Total accrued _ 9, 468, 591.) 476. 17, 562, 454 
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Mr. Pututps. Do you desire to make any further statement? 
Mr. Riva. I think that will conclude the general statement, Mr. 
Chairman. 
BUDGET REQUEST 


Mr. Paixutps. For what amount is your total request? 

Mr. Rina. The request before the committee is for $43,000, and 
that figure appears on page 2 of the statement. 

Mr. Puruuips. Let us read this into the record: 

It is expected that, after the work requested in the 1955 budget is performed, 
future appropriation requests will decline. A forecast of expense for fiscal years 
1956 and 1957 is compared below with actual appropriations for fiscal years 1953 
and 1954 and the appropriation estimate for fiscal year 1955: 

1953 appropriated $45,000 
1954 appropriated $43,000 
1955 estimated request $43,000 
1956 estimated request $38,000 
1957 estimated request $35,000 

How much of the amounts appropriated, Mr. Ring, will be 
exhausted? 

Mr. Moore. We will return approximately $1,800 of that appro- 
priated for 1953 to the Treasury. 

Mr. Purtures. You will have approximately $1,800 left over? 

Mr. Moors. Yes, sir. 

Mr. Putuurres. Your request is for $43,000 for the year for which 
you now appear and you expect to ask for $38,000 and $35,000, 
respectively, for 1956 and 1957? 

Mr. Rina. Yes, sir. 

Mr. Pxi.urps. During 1956 you propose to reinstate a request for 
$2,400 on the Williston property. Is that included in the $38,000? 

Mr. Moors. Yes, sir; it is. 


OPERATING COSTS 


Mr. Puaruirs. Well, you had better make a little more detailed 
statement on how you are getting on with your rents and your 
repairs. 

y do you have any request to the Congress at all? Why do 
not ir rents cover your operating costs? 

Mr. Tuomas. They have to appropriate their own funds for that, 
Mr. Chairman. 

Mr. Putuuires. Do your rents cover more than the amount you are 
asking for? 

Mr. Rina. Yes, Mr. Chairman, they do. Mr. Moore has the de- 
tailed information on that. 

Mr. Moors. During 1955, Mr. Chairman, we anticipate a rental 
income of approximately $55,759. 

Mr. Anprews. What page is that on? 

Mr. Moorz. Page 3. 

Mr. Tuomas. Mr. Chairman, he is asking for roughly $12,000 of 
their own funds. The question is what part of that $12,000 will be 
used? Is it 1 percent, 2 percent, or 3 percent? Percentagewise what 
part of your initial capital investment does that $12,000 take care of? 

Mr. Moore. I have a statement on that, Mr. Thomas. 

Mr. Tuomas. Will you furnish us with that information? Is it 
one-half of 1 percent or 1 percent? 
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Mr. Ring. The initial capital investment, Mr. Thomas, was 
$865,000 which consisted of an appropriation granted by Congress in 
1934, plus $365,000 in relief funds which were used for construction 
purposes. Those amounts were added to by receipts which the 
Authority was enabled to use. 

Mr. Tuomas. What is the total? Is it $1,200,000, roughly? 

Mr. Rivne. Yes, the total as of June 30, 1955, will be $1,200,000. 

Mr. Tuomas. In other words you have a little over about five- 
eighths of 1 percent of your $12,000? 

r. Moore. The $12,000 net income represents approximately 1 
percent of our total investment. 

Mr. Puruurpes. Wait a minute. I think, Mr. Thomas, you said 
they were asking for that much. You meant they were asking for 
that much less than their income in order to return that and to apply 
that against the $1,200,000. 

Mr. Moore. That is correct, sir. Our appropriation request is 
$43,000 with respect to that net income of $12,759. 

Mr. Puitures. Have you had any particular problems regarding the 
Mr. Moore. Yes, sir. There is one item that I believe that per- 
rn we should explain to you gentlemen. 

r. Putturrs. What page is it on? 


UTILITIES 


Mr. Moore. It is under nonroutine costs, and it is at the end of the 
summary on the second page preceding the tabulation. 

The item that I feel we should explain to you is a provision for 
automatic gas water heaters to supply hot water at St. Mary’s and 
Williston during the nonheating season. 

Mr. Paiturrs. That is the provision for gas heaters to supply water 
at St. Mary’s and Williston? 

Mr. Moore. Yes, sir. Those two properties are centrally heated. 
One of them, St. Mary’s, is located in an isolated section of town. 

Mr. Puitures. Where? 

Mr. Moore. It is down near the gas company’s storage tanks, or 
where they used to be, over in the southeast section of Washington. 

Mr. Rina. St. Mary’s is located on 24th Street NW., between G 
and H Streets. 

5 Mr. Puiturps. There is a slight difference of geographic opinion 
ere. 

Mr. Moore. Northwest is correct, and Williston is very close to 
U Street and 7th Street, but those two properties are centrally heated 
and we have been required—at least at St. Mary’s—to keep a full- 
time employee there to keep up with the heating and hot water 
problems. 

Mr. Puiturrs. What do you propose to do? 

Mr. Moore. We propose, in lieu of supplying hot water from present 
coal-fired furnaces during the nonheating season, to install auto- 
matic control gas hot water heaters. The installations will permit 
us to shift a man at least half time during the nonheating season from 
St. Marys and Williston to other properties. They will not be 
required to be in constant attendance to the new equipment as they 
are now to the coal-fired furnaces. 


Mr. Puituirs. How much is this installation going to cost? 

Mr. Moore. The installation will cost, I believe at both properties, 
approximately $4,100, and it will result in an annual savings of about 
$3,000. In less than 2 years we will have recovered the entire 
installation cost. 

Mr. Puiturps. Do you have any further statement? 

Mr. Rina. No, sir. 

TENANT QUALIFICATIONS 


Mr. Kruscer. Who lives in these properties? 

Mr. Moore. These are low-income families in the District of 
Columbia, sir. 

Mr. Krueger. Are any of these properties listed in here? 

Mr. Moors. Yes, sir, they are listed on page 4. I think you have 
the page right in front of you, sir, where it says ‘Title I properties’ 
at the top. We have the properties listed, with the total number of 
units at each property shown, as well as the development cost. 

Mr. Kruscer. Who selects the tenants to occupy these places? 

Mr. Rina. The prospective tenants apply to a central office in the 
Authority and the selections are made on the basis of their need, their 
veteran’s status and the time of their application. 

Mr. Hasxetu. Their need is determined, substantially, by the 
family income. 

Mr. Puitures. What happens when their income increases mate- 
— while they are living on this property? 

r. Hasketu. When the income increases, Mr. Chairman, beyond 
the limit permitted for the continued occupancy, those families are 
uired to move. 
r. Krueger. How often do you check their income? 

Mr. Rina. Their income is checked at least annually, but they are 
required, under the provisions of their leases, to report to the Authority 
— in family composition or income. 

r. Kruscer. Do I understand from this tabulation here that you 
have 142 units in all? 

Mr. Moors. The tabulation shows 112 dwelling units and 30 
commercial units for a total of 142 units. 

Mr. Kruracer. Let us go back to the dwelling units. 

Mr. Rina. We have 112 of those. 


APPLICATIONS FOR LOW RENT HOUSING 


Mr. Kruscer. Have you many applications for these units? 

Mr. Riva. Yes, sir. I should say this, Mr. Krueger, that the 
properties in our title 1 group, as I mentioned in the opening state- 
ment, are only a fraction of those under our management. We have 
a total as of June 30, 1953, of 7,144 dwellings. 

Mr. Krurecer. How many? 

Mr. Rina. Seven thousand one hundred and forty-four. 

Mr. Kruecer. Is that given here in your statement? 

Mr. Riva. Yes, that is given on page 1, paragraph 2. Of those, 
approximately one-half were war mp pe units. e are presently 
engaged in a program of disposing of the temporary war housing 
that will remove all of those temporary buildings from the Wash- 
ington scene by the end of this calendar year, but the basic job that 
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the Authority has is the provision of low-rent housing for low-income 
families, whose incomes are so low that they cannot be properly 
served by private enterprise. As their incomes increase to the 
limits permitted by the Authority for continued occupancy, the 
families are required to move, because then it is felt that private 
enterprise will be able to provide adequately for them. 

Mr. Krugcer. What if they do not choose to move? They have 
a good thing there and I couldn’t blame them for not wanting to 
vacate. 

Mr. Rivne. It is necessary for us to take legal action in those cases. 


TEMPORARY BUILDINGS 


Mr. Puiuurrs. As I drive down Independence Avenue and then 
through the park, there are on the right and left temporary buildings 
which have at various times been used for offices and sometimes as 
places for the people to live. Do you have anything to do with that? 

Mr. Riva. No, sir; not those in the vicinity of the Mall, Mr. 
Chairman. 

Mr. Putuuips. I mean those on Independence Avenue between 14th 
Street and the Rock Creek Drive. You do not have anything to do 
with that? 

Mr. Rina. No, sir. 

Mr. Tuomas. They are used by the Army and Navy. 

Mr. Rina. Some of those were used as barracks. 

Mr. Putuurres. You have nothing to do with any of that type of 
building? 

Mr. Rina. No, sir, we are concerned only with housing accommo- 
dations for families. 


DIFFERENCE BETWEEN TITLE I AND TITLE II 


Mr. Tuomas. The National Capital Housing Authority has under 
its jurisdication in the neighborhood of 7,144 units, 112 of which, 
plus 30 commercial units, are under title I, and the remainder are 
under title II. For the purpose of the record, what is the difference 
between title I and title tt, very briefly? 

Mr. Rina. We refer to those in our agency shorthand, in order to 
distinguish as between the two titles of the Alley Dwelling Act, which 
was the original act creating the Authority. It was under title I of 
the act that the Authority built on the sites of slums that it had 
acquired and demolished, which are the properties before the com- 
mittee today. Title Il was added by Congress in 1938 to enable the 
Authority —— 

Mr. Tuomas. Let me see if we cannot condense all of that. 

Title II is what we call “low cost subsidized public housing?” 

Mr. Rina. Yes. 

Mr. Tuomas. Title I covers properties which are wholly built with 
Federal funds under the Lanham Act as a wartime proposition? 

Mr. Rina. No, sir; those were built long before the Lanham Act. 
They were built between 1936 and 1938 under the Alley Dwelling Act. 

Mr. Tuomas. That was prior to the original Housing Act of 1938? 

Mr. Rina. Yes. As a matter of fact, title II was added in order to 
permit the Authority to receive the benefit of the Housing Act. 

Mr. Tuomas. That is right. 
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LANHAM ACT HOUSING 


What became of your Lanham Act properties? 

Mr. Rina. The great majority of the Lanham Act properties are in 
the process of disposition now. Some have already been disposed of 
and removed. 

Mr. Tuomas. Are any of them covered under title II? 

Mr. Rina. Four properties are in process of being transferred to the 
Authority by the Public Housing Administration. These were 
properities of entirely permanent construction and they will be 
utilized for permanent low-rent purposes. 

Mr. Tuomas. There is no total made in this budget of any of the 
old Lanham Act housing? Is that handled by the central office here 
for the District of Columbia on public housing? 

Mr. Riva. So far as all of the Lanham Act housing and the title IT 
housing, the budgets are passed on by the Public Housing Adminis- 
tration. 

Mr. Tuomas. Do you have any Lanham Act housing in your title 
II here of some 7,100 units? 

Mr. Rina. Yes, under title IT. 

Mr. Tuomas. How many? 

Mr. Rina. We have included those; 2,893 dwelling units were in our 
war housing program on July 1, 1953. 

Mr. Tuomas, Are you actually disposing of those? 

Mr. Moors. We are disposing of all of the temporary housing. 

Mr. Puiuurrs. Not all of those were Lanham Act housing? 

Mr. Moors. I believe they were. 

Mr. Tuomas. 2,100 of them were temporary. 

Mr. Moore. Yes, sir. 

Mr. Tuomas. How many of them are you demolishing? 

Mr. Moors. I can give you that figure. I believe it was given 
property by property. 

Mr. Rina. Mr. Chairman, in that connection, if there is an interest 
in this matter of liquidation of war housing, I have here a report that I 
furnished to the Hoover Commission that gives a complete account 
of war housing in the District of Columbia, including that which has 
already been disposed of and that which is in process of disposition. 

Mr. THomas. at amount of funds did you collect during this 

ast year and how much do you intend to collect during fiscal year 1954 
— Lanham Act housing and what disposition is made of those 
unds? 

Mr. Jones. May I answer that question, sir? 

Mr. Tuomas. Yes. 

Mr. Jones. The Lanham Act housing is operated through a lease 
agreement with the Public Housing Administration. They approve 
budgets for expenses. Any excess of income over expenses is paid to 
the PHA in the form of what is called quarterly rent. We pay that 
directly to PHA. 

Mr. Tuomas. In other words, you do not get any of that money to 
apply against any of your 1938 properties and any of your 1950 low- 
cost properties? That is what pe getting at. 

Mr. Rina. No, sir. 
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PUBLIC HOUSING 


Mr. Tuomas. How far along are you on these 3,652 new units under 
title 11? That is the public subsidized housing. 

Mr. Rina. We stated it this way: 348 of those units were completed 
last year. At the present time there are being added to properties 
that are coming into occupancy one property of 246 dwelling units 
and another one of 190 dwellings. 

Mr. Txomas., That is around 700. Now what about the other 
3,000? What progress are you making on those? 

Mr. Rina. Three hundred and ninety-one additional units are under 
construction and 186 more are scheduled to go under construction 
some time before spring. 

Mr. Tuomas. You have 2,500 allocated on which you have not 
even started construction; is that correct? 

Mr. Rivne. That is correct, sir. 

Mr. Tuomas. That was under what authorization? The one passed 
last year or year before last or what? 

Mr. Rina. Well, the actions that are being taken now were under 
authorizations during the past 2 years. 

Mr. Tuomas. Do you have any contracts actually made where con- 
struction has not started, or do you have any contracts that you are 
working on where’ construction has not started looking toward the 
completion of those 2,506 new units? 

Mr. Rina. No, none other than those that I mentioned. 

Mr. Tuomas. There have been no contracts assumed other than 
those you have mentioned. You have 2,500 units to be built that 
are not under contract? 

Mr. Rina. Exactly, sir. 

Mr. Tuomas. On how many sites are those 1,100 new units either 
completed or partially completed? 

r. Rina. Four. 

Mr. Tuomas. At this point in the record, will you break down those 
4 as to location and the number of units, with a description of the 
unit—whether it is of 1 bedroom, 2 bedrooms or 3 bedrooms, the 
number of square feet in each type of unit at those 4 locations? 

Mr. Rina. I would be glad to do that. 

Mr. Tuomas. And I would like to know the contract cost of con- 
struction for them. 

Mr. Rina. I doubt whether I would be in a position to give that 
<n information verbally, but I shall be very glad to for the 
record. 

Mr. Tuomas. We only want a table for the record. We want a 
table setting out the location of the 4 units, the number of units in 
each 1 of the 4 locations, and then take that and break it down as to 
whether it is a 1-bedroom unit, a 2-bedroom unit, or a 3-bedroom unit 
and then give us the number of square feet and the contract cost per 
square foot for each of your 4 sites. 

Mr. Rina. I would be very glad to do that. 

(The information requested may be found on p. 36.) 

Mr. Purturps. One of these developments is to be directly south of 
the Capitol, is it not? 

Mr. Rina. Directly south of the Capitol? 

Mr. Putuurps. Directly south of the New House Office Building? 


26 


Mr. Rina. No, I think that must be private work. 
Mr. Puitutps. There is a public housing project going on there 
which I thought was yours. 

Mr. Rina. No, sir, there is a site in the far southeast near the navy 
yard, south of Virginia Avenue that we have considered as a project 
site 


Mr. Purturs. This would be between M on the south and about 
K on the north and west of South Capitol. 

Mr. Hasxetu. It must be in the southwest between Half and 
First Streets and M and O Streets SW. 

Mr. Putturps. Is that yours? 

Mr. Haske... Yes, sir; those were completed in 1942. 

Mr. Putiurps. I am talking about something that is just starting 
down there. If that is not yours, we will not go into it. 

Mr. Tuomas. When was this project completed—the one you men- 
tioned a while ago where I believe you said there was a couple of 
hundred units involved? 

Mr. Rina. One was completed in the fall of 1952. 

Mr. Tuomas. Very recently? 

Mr. Rina. That one contained 348 units. 

Mr. Tuomas. How many 1-, 2-, and 3-bedroom houses are there 
in the 348? 

Mr. Rina. Actually, the unit size will from 1 to 5 bedrooms 
in order to accommodate some of the larger families. 

Mr. Tuomas. How many square feet are in the average 1-bedroom, 
2-bedroom and 3-bedroom units? 

Mr. Rina. I do not have that information accurately in my mind. 

Mr. Tuomas. Maybe some of the other gentlemen have it. 

Mr. Moore. Can we insert that in the record, sir? 

Mr. Tuomas. Do you have any approximate idea? Have you 
visited these units? 

Mr. Rina. Yes, I think all of us have visited those units but I 
would be reluctant to give an estimate of the square footage. 

Mr. Hasketu. So far we have not published any specific figures in 
square feet for each size unit. We can, however, have that computed. 

Mr. Tuomas. Do you have any idea how many square feet is in 
re average one-bedroom unit? I presume they have closet space, 

athroom space, and kitchen space. Do you have any idea how many 
square feet are involved? 


COST PER UNIT 


Mr. Haskewu. The only figures we have immediately available is 
on 348 units consisting of 1,914 rooms and the total overall develop- 
ment cost was $4,069,000, which is an average per unit cost of $11,693 
and a per room cost of $2,126. 

Mr. Jones. That is not a final cost; that is an estimated cost on 
that property. 

Mr. Tuomas. Will that be reasonably firm? Will it be more or less? 

Mr. Jones. It will be very close to that. 

Mr. Tuomas. That figure was $11,693 per unit? 

Mr. Jones. Yes, sir. 

Mr. Tuomas. Does that include 1 bedroom or 2 bedrooms? 

Mr. Jones. That is the overall per unit cost. , 

Mr. Txomas. What does a one m unit cost? 
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Mr. Puiuirs. You gave us the cost per room—will you give us 
that again? 

Mr. Hasxkeu. The cost per room on an average of all size bedrooms 
is $2,126 per room. 

Mr. THomas. What does that figure in cost per square foot on this 
property? 

Mr. a There again, sir; we do not know the square footage, 
so we cannot answer the question at this time. 

Mr. Tuomas. Who lets these contracts? 

Mr. Rina. The contracts are let by the Authority. 

Mr. THomas. You gentlemen constitute the Authority, and do you 
mean to tell me you do not know the square footage cost on this 
property? 

Mr. on Mr. Thomas, if we had with us one of our technical men 
who is in charge of the construction phase of the program, undoubted] 
he would bring with him the detailed information that is required. 

Mr. Tuomas. Does it cost $7 per square foot, $8 per square foot, 
$9 per square foot, $10 per square foot, $11 per square foot, $8.50 or 
what? yew contractor or builder is going out here, and he is going 
to figure the cost on this housing and he is going to try to get so many 
square feet in it. 

Mr. Haskeuu. They usually do that on a cubic foot basis I believe. 

Mr. Tuomas. I thought it was on a square foot basis. 

Mr. Jongs. I believe building costs are normally computed on 
cubic footage. 

Mr. Puriurps. What is it per cubic foot? 

Mr. Jones. I do not have those figures available. 

Mr. TxHomas. I suggest that you excuse the gentleman and let 
him come back with eed figures, Mr. Chairman. 

Mr. Puiiurpes. Does the cost of $11,693 include the cost of the 
ground? 

Mr. Jones. That includes everything. 

Mr. Tuomas. Utilities, streets? 

Mr. Jones. Everything. 

Mr. Puitirps. How soon can you have that information? We 
have before us the information that private industry goes in and 
builds a very nice house for an average of not over $9,500. How 
do you explain bringing in a figure of $11,693? 

Mr. Moors. We are building units with more bedrooms. 

Mr. Putuuirs. How much do you rent the houses for? 

Mr. Moore. That rental is based on the income of the tenant. 
The gross rental including utilities is from $21 a month to $99 a month. 

Mr. Puiuurps. Come back at 2 o’clock tomorrow. Can you be 
a at 2 o’clock tomorrow? 

Mr. Rina. We will be very glad to. 

Mr. Puiiurps. Is there anything else anybody wants to ask before 
they go? 

NUMBER OF RENTAL UNITS 


Mr. AnprEws. How many units does the National Capital Hous- 
ing Authority rent? 

Mr. Riva. 7,144 as of July 1 of this year. 

Mr. AnpreEws. You are asking for $43,000 in this budget, are you? 
Mr. Rina. Yes, sir. 


+ ema Is that only to take care of the activities under 
title 1? 

Mr. Rivne. Yes, sir. 

Mr. AnpreEws. Under that title you rent 112 residential units and 
30 commercial units, is that correct? 

Mr. Rina. Yes, sir. 

Mr. Anprews. You expect to receive rent of $55,759? 

Mr. Rina. Yes, sir. 

Mr. Anprews. And ey want $43,000 for what expenses under 
title 1? Does that include salaries of members of your Authority? 

Mr. Rive. That includes only a very small proportion of those 
salaries. Mr. Moore has the detailed information on that. 

Mr. Moore. That includes administrative expense, utilities costs, 
repairs, maintenance, and replacements, and property additions which 
are better defined as capital improvements. 


NUMBER OF EMPLOYEES | 


Mr. ANprews. How many employees do you have in the National 
Capital Housing Authority? 

Mr. Moore. The total number of employees? 

Mr. AnpreEws. Yes. 

Mr. Moore. During 1953 we had 357. During 1954 we expect 
that number to drop to 340, and during 1955 we expect it to drop to 
320. 

Mr. Anprews. From whom will you ask for the money to pay the 
of those employees? 

r. Moors. From the Public Housing Administration. 

Mr. Anprews. How many units do you have under title IL? 

Mr. Moore. Seven thousand and twenty-seven. 

Mr. Anprews. Do you prepare a separate budget to present to the 
Public Housing Administration for operations under title I1? 

Mr. Moore. Yes, sir. 

Mr. AnpreEws. Have you presented your budget to the Public 
Housing Administration? 

Mr. Moore. No, sir. That is not due until March 31, and we try 
to prepare it as late as we can before the due date in order to have it 
as accurate as possible. 

Mr. Anprews. Last year did you have a surplus or did you receive 
a contribution? 

Mr. Moors. We received a contribution last year. 

Mr. AnpDREws. How much? 

Mr. Moore. $176,000, approximately. 

Mr. Anprews. Will it be about that much this year? 

Mr. Moore. It propesiy will be $203,000. 

Mr. ANDREWS. increase? 

Mr. Moors. Yes, sir. 

Mr. AnprEws. What is the reason for that increase? 

Mr. Moors. We have done extensive painting during the current 


Mr. AnpreEws. On title II property? 

Mr. Moore. Yes. 

Mr. AnpreEws. Is that not new property? 

Mr. Moore. The majority are from 10 to 12 years old. One new 
property, Stanton Dwellings was delivered during the fall of 1952. 
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UNEMPLOYED TENANTS 


Mr. Anprews. What is your policy with reference to a tenant who 
becomes unemployed and is unable to pay his rent? Have you any 
cases like that? 

Mr. Rina. There have been instances of that kind, and what we 
hope and expect of that tenant is that he will report that circumstance 
promptly to the manager of the housing property so that he can be 
placed in communication with the appropriate social agency that will 
provide him with some income. 

Mr. AnpreEws. If his income from unemployment compensation or 
old-age assistance is less than the salary that he had been making 
before he became unemployed, his rent will go down? Is that right? 

Mr. Rine. With regard to those families who are receiving relief, 
we have established a rental which is an average of the economic rent 
for our properties, and all of the families who are on relief pay rent in 
accordance with that. 

Mr. AnprEws. What is that rent? 

Mr. Rine. That will vary to some extent for the various sizes of the 
dwelling units. Mr. Moore can give you those figures. 

Mr. Moore. It varies not only in accordance with the dwelling 
units, but in accordance with the utilities furnished at each property. 
Where the Authority furnishes all utilities, the rent for a 1-bedroom 
unit is $50; a 2-bedroom unit, $53; a 3-bedroom unit, $56; a 4-bedroom 
unit, $59; and a 5-bedroom unit, $62. 

Mr. Anprews. And $51 is the minimum? 

Mr. Moore. $50 is the minimum. 

Mr. Anprews. Does that apply to"a man who is on relief and who 
is not receiving $50 a month? 

Mr. Moore. If he is on relief in the District of Columbia, the relief 
agency will pay his rent. 

Mr. Anprews. In addition to the relief check? 

Mr. Moore. Yes. 

Mr. AnprREws. What do you charge the relief agency for rent? 

Mr. Rina. We get the $50 from the tenant. 

Mr. AnpreEws. I thought you said the relief agency paid it? 

Mr. Rina. The relief agency pays him and he pays the rent. 

Mr. Anprews. Do you know what the maximum relief is in the 
District of Columbia for a married man? 

Mr. Rina. That depends on the size of the family. 

Mr. ANpDReEws. Just the man and his wife? 

Mr. Rina. I don’t know what those exact figures are. 

Mr. Moors. May I add something as regards these relief rents? 
They were established after we consulted with the Welfare Depart- 
ment of the District of Columbia and we are within the maximum 
amounts allowed by the District Welfare Department. 

Mr. ANDREWS. So that if the relief agency pays his rent, he does 
not get as big a check as he would otherwise? 

r. Moore. They will not split his check up. They will add to 
his check the amount for the rent and he in turn pays it to us. 
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NUMBER OF RELIEF TENANTS 


a Anprews. How many relief tenants do you have out of the 
7,027 

Mr. Rina. The latest information we have is that about 12 percent 
of the families in our permanent low-housing units are on relief. 
Approximately 80 percent of the families have incomes of less than 
$2,900 a year. 

Mr. AnprEews. Then you do not have a policy of evicting a man 
if he gets where he cannot pay his rent due to unemployment? 

Mr. Rina. No, sir, we do not have such a policy. 

Mr. AnpREws. You turn him over to the relief agency? 

Mr. Rina. Yes, sir. We refer him to a public or private relief 
agency. 

CONSTRUCTION PROGRAM 


Mr. Yares. On the first page of your justification it is indicated 
you were engaged in a development program designed to provide 
3,652 edditional units of low-rent housing. When was that program 
developed? 

Mr. Moore. 1949. 

Mr. Yates. Was that a percentage of the toal number that was 
authorized under the Housing Act of 1949, your allocation of that 
total number? 

Mr. Rina. It was definitely with regard to the Housing Act of 
1949 and we received a program reservation of 4,000 dwelling units 
from the Public Housing Administration under that act. 

4 Mr. Yates. And of those 3,652 units, how many have been built to 
ate! 

Mr. Moore. We had a program reservation of 4,000. 348 were 
built and delivered before these justifications were written and so 
were subtracted, leaving the 3,652. Since that date we have re- 
ceived 190 dwelling units and we are in the process of receiving 246. 
In other words, we have received 70 or 80 units out of the property 
containing 246, with the rest scheduled for delivery before March. 

Mr. Yates. Are these the units referred to on page 19? 

Mr. Moore. I believe they are. 

Mr. Yates. How many were completed as of this date? 

Mr. Moore. As of today? 

Mr. Yares. Yes. 

_ Moore. Five hundred and thirty-eight have been completed 
to date. 

Mr. Yates. And how many are under actual construction? 

Mr. Moore. Six hundred and thirty-seven. 

Mr. Yates. So that as of the present time there are 1,175 units 
which have been constructed or which are under construction? 

Mr. Moors. Yes, sir. 

Mr. Yates. Of that total of 4,000 to which you referred? 

Mr. Moorr. Yes, sir. 

Mr. Yates. How many of your units are under contributions 
contracts? 
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Mr. Rina. All of those units which have been mentioned plus 
three additional projects which are in the planning and site-acquisition 
stage at this time. 

Mr. Yates. You say all the units that have been mentioned. You 
mean there are 4,000? 

Mr. Rina. No; all of the units that have been constructed, plus 
1,253. 

Mr. Yates. You have 1,253 under contributions contracts which 
have not gone into construction; is that correct? 

Mr. Rina. Yes, 

Mr. Yares. And of the 1,253 under contribution contracts, have 
ye been authorized for construction by the Public Housing 
Administration? 

Mr. Rina. Only 186 have been authorized for construction. 


INCOME LIMITATIONS 


Mr. Yates. What are the income limitations applicable to public 
housing units in the District of Columbia? 

Mr. Moors. They fall into three categories. For example, a two- 
person family has a maximum admission income limit of $2,900. 

Mr. Yates. You draw no distinction as to income with respect to 
different locations? 

Mr. Moors. None so far as locations are concerned, They are 
based on family income and composition. For families of 3 or 4 
persons the income limit is $3,000, and for families of 5 and more 

ersons the limit is $3,200. For continued occupancy, a 2-person 
family has an income limit of $3,500; a 3- and 4-person family has an 
income limit of $3,700; and a 5- or more-person family has an income 
limit of $4,000. 

Mr. Yates. Do you have any statistics which would show the 
number of your tenants who were up to the limitation? 

Mr. Moors. We have statistics that show that 80 percent of the 
families have incomes of $2,900 or less. There are others with incomes 
up to the income limit for continued occupancy, but there is a very 
a” 4 decline after $2,500; it drops amazingly fast. 

r. Yates. The limitation is for those in public housing units? 

Mr. Moore. Yes. 

Mr. Yass. You do not include in that the war housing? 

Mr. Moors. No, sir. 

Mr. Yares. Or title I? 

Mr. Moore. Title I is considered as low-cost housing and those 
tenants are included in those figures. J 
- Mr. Yargs. And are the income limitations applicable to title I? 

Mr. Moonrg. Yes, they are. 

Mr. Yarszs. Off the record. 

(Discussion off the record.) 


WAITING LIST 


Mr. Yates. How big a waiting list do you have for your units? 

Mr. Rina. I speak from memory now. There are approximately 
2,500 active applications. 

Mr. Yares. t do you mean by active applications? 
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Mr. Rrvna. I mean applications on which there have been indica- 
tions from the applicants within the past 3 months that they still are 
os of becoming tenants of the Authority, that they still need 

ousing. 
Mr, Yares. Do you have any statistics that would show the income 
of your applicants? 

Mr. Moore. No, sir. 

Mr. Yates. Would their applications show what their incomes are? 

Mr. Rina. No, sir; we do not have statistics on those. 

Mr. Yares. But their applications would show what their incomes 
are, would they not? 

Mr. Rina. Yes; their applications would show that, but to get the 
statistics would mean a research job that probably would have to be 
continuous, because of frequent changes in family income. We are 
constantly getting reports from applicants of changes in income. 

Mr. Hasxexi. When they make application we have their income 
on their statement, but they have to go on a waiting list and just 
before they are accepted as tenants their income is examined and 
confirmed, 

- Mr. Moore. By active list we mean that the application which the 
prospective tenant has filed shows an income which would make him 
eligible for public housing, although it is not verified at that time. 
This 2,500 active waiting list means 2,500 applicants apparently 
eligible for tenancy on. the basis of their statements. 

r. Rina. And who have indicated in the recent past their desire 
to become tenants of public housing. 


= AVERAGE UNIT COST 
_Mr. Yares. You. gave a figure of $11,693 per unit as being an 
‘applicable construction cost. I do not quite understand that figure. 
Some of your units are 3-bedroom units and some 1-bedroom units. 
How can you say that figure would be applicable to all types of units? 
Is this an average cost? 
“Mr: Rina. An average cost.’ AOD “10 
Mr. Hasxetu.. For this particular property. 
Mr: Then it doés not mean anything. 
Mr. Yates. It does not indicate construction cost? 
Mr. HasKett. No; because that includes land and overhead and 


everything. 
- Mr, Yates, Do you have any figure that indicates construction 


Mr, Riva. Yes, oul ed 
Mr. Yates. How ‘do you undertake construction? Do you let it 
out for competitive bidding? DOT! 
Mr. Riva. Yes, sir. Plans and F tn coor for the proposed con- 
struction are prepared by private s of architects engaged by the 
Authority, and on those Toa and specifications which are advertised 
for bids, bids are received from private contractors and the Authority 
awards to the lowest responsible bidder. ma SURO 
_, Mr. Tomas. Mr. Chairman, I have one further question. 
Mr. Txomas. I believe Mr. Ring testified 'a while ago that the 1954 
contribution from Public Housing in the way of subsidy for these 
1g Tare 
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7,027 units was approximately $147,000 and they anticipated for fiscal 
1955 it would be in the neighborhood of $203,000. Are those figures 
approximately correct? 
Mr. Moore. $176,000 instead of $147,000. The $203,000 is ap- 
proximately the maximum subsidy the Authority can receive. 
Mr. Tuomas. What was the total revenue from the property for 
1954, and what do you anticipate it will be for 1955? 
Mr. Haske. $693,000. 
Mr. THomas. And you required $176,000 additional? 
Mr. Yes. 
Mr. Puiuuips. That is a 20-percent subsidy of the cost. 
Mr. Tuomas. You had in the neighborhood of 347 employees. 
What was the cost for your employees? 
Mr. Moore. The total salaries? 
Mr. Tuomas. And expenses. 
Mr. Jones. Expenses were $869,284. 
Mr. Tuomas. Including maintenance, operation, and repairs? 
Mr. Jones. Yes, and debt service. 
Mr. Tuomas. What are your salary costs? 
Mr. Moore. $1,358,694. 
Mr. Tuomas. And intake was $693,000? 
Mr. Moore. Yes. 
Mr. Tuomas. And your salaries how much? 
Mr. Jones. This annual contribution deals with one particular 
rogram, five projects constructed in 1941 or 1942. Mr. Moore's 
[He for salaries include all salary costs to the Authority. 


ANNUAL CONTRIBUTION FROM PUBLIC HOUSING ADMINISTRATION 


Mr, Tuomas. You have under title II, 7,027 units. I want to 
know what you got from Public Housing Administration in fiscal 1954 
in the way of subsidy. 

Mr. Moorr. We $3,586,189 in rental income—— 

Mr. THomas. And how many employees did you have in 1954? 

Mr. Moore. That was the 1953 total rental income figure I just 
gave you. We have 357 employees. 

“Mr. Tuomas. What was the salary cost? 

Mr. Moore. $1,358,694. 

Mr. Tomas. And how much subsidy did you require or receive 
for year? . 

oorn. We received $177,469. 
; Mr THOMAS, $177,469, and. the salary cost was $1, 358,¢ 604, and 
what were your gross ‘receipts? 

Mr. Moors. $3,625,694. 

“Mr. THOMAS. The salary cost was 33% percent of total i income. 

Mr. Moors. That is right, because most of our work is done by 
‘maintenance employees on the Authority rolls. . 

Mr. Tuomas. After you funded that year’s part of your debt and 
paid salaries and expenses, what was your total indebtedness for 1953, 

say salaries and expenses and your debt retirement? 

ay. Peer Total expenses, do you mean? 

Me Tromas. Yes. They are made up of what items? 

Mr. a. Salaries, debt services, wages—— 
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Mr. Patuurrs. I think you had better have a satisfactory statement 
tomorrow before you come back. 

Mr. Moors. That is under statement B. 

be Tuomas. I tried to look it over but it will take a Philadelphia 
auditor. 


Mr. Jonzes. Approximately $3,188,000 was the total expense for the 


year. 

Mr. Tuomas. And the total income? 

Mr. Jonzs. $3,684,000. 

Mr. Toomas. That includes your 112 units plus 30 commercial 
units under title I? 

Mr. Jonss. Yes. Mr. Moore’s figures excluded the title I units. 

Mr. Tuomas. What is your prospect for tay subsidy in the years 
beyond 1955? Will it rise like it did over the 2 preceding years? 

r. Moors. Yes; it will increase. 

Mr. ROMAR: What percentage increase? Ten, fifteen, or twenty 

ent 
peur. Moors. It will increase from $177,000 in 1953 to $313,583 in 
1955, primarily as a result of the permanent financing of three prop- 
erties mentioned in the justifications as being currently financed under 
temporary notes. The difference in debt service will result in a deficit 
operation and will result in our receiving a subsidy for the first time 
on the three properties. J 
Mr. trem ill that figure remain steady from here on out? 
Mr. Moors. We will have a fixed maximum contribution on the 
three properties. But because we have additional permanent financing 
during 1954 we will have a subsequent increase over the 1954 subsidy 
but in no event will annual subsidy ever exceed the maximum con- 
tractual amounts. 

Mr. Patutrs. According to pour statement B your answer to Mr. 
Thomas is not accurate. You have $177,400 this year and next year 
you expect to get $414,000, and the year after you expect to get 
$313,000. 

Mr. Tuomas. What is your maximum contribution you call for in 
your contract? 

Mr. Moors. The only one that has been fully determined at this 

int is an annual contribution contract on 5 properties, $208,509. 
The maximum.contribution has not been determined for.the remaining 

roperties. 
; Mr. Tomas. How do you arrive at that amount? Do you have 
a formula? 

Mr. Moors. It is a percentage of the total development cost of 

. Taomas. Development cost rather than the income from it? 

Mr. Moors. Yes. a] 

Mr. Tuomas. So that the more money you spend developing it the 
more subsidy you get? 

Mr. Moors. Yes. OF: 

Mr. Tuomas. So that it isa cost-plus contract? 

Mr. Rive. It is a limitation established in the Public Housing. Act.. 

Mr. Tuomas. Where is your limitation if your subsidy depends on 
the amount of your construction cost? more you spend for 
construction the more you will get in subsidy, and the less you spend 
for construction the less you get in subsidy. Is that right? 
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Mr. Moorg. That is right except the Public Housing Administra- 
tion has determined development cost limits which they will not 
allow public housing units to exceed. 

Mr. Tuomas. What is the limit in the District of Columbia? 

Mr. Moore. $15,000, I think. 

Mr. Tuomas. That is by regulation? 

Mr. Moore. Yes. 

Mr. Tuomas. And not by law. 

Mr. Jones. The figure in the act is $12,500. 

Mr. Rina. $1,250 per room in the act. 

Mr. Tuomas. Is that the 1938 or 1950 act? 

Mr. Rivne. The 1949 act. 

Mr. Tuomas. Then how do you arrive at your average figure of 
$11,693? 

Mr. Puiturrs. That cannot be right. Under a limitation of $1,250 
pw room you cannot have an average cost of $11,693. I think the 

est thing to do is to ask these gentlemen to bring us this information 
accurately and in detail tomorrow. You cannot translate a limit of 
$1,250 per room into an average cost of $11,693 which you have 
given us. 

Mr. Rina. That was the total development cost we gave you, Mr. 
Chairman, not the construction cost alone. 

Mr. Moore. The limitation was placed entirely on construction 
cost and did not include the cost of the site. 

Mr. Puiurrs. I think you had better work that out and bring it in 
tomorrow. On this basis you would have a $6,000 or $7,000 house 
sitting on a $4,000 or $5,000 lot, including construction cost. 


JANUARY 5, 1954, 


Mr. Paturps. This is a return e Cine of the National Capital 


Housing Authority at the request of the members of this committee. 


DESIGN AND COST DATA ON CURRENT DEVELOPMENT PROGRAM PROJECTS 


Mr. AnprREws. I suggest we put this tabulation they have presented 
into the record. 

Mr. Pures. We will insert the table at this point. 

(The tabulation referred to is as follows:) 


| 
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Design and cost data on current development program projects completed or under 
construction 


Stanton | Highland 
| 
»C-]- ition 
(DC-1-17), 1 (DC- 
Alabama | | 8t. and. {1- S8thand 
Stanton Rd. | and $th St Clay Ter, | East Canitol 


Richardson | East Capitol 
dwellings 


et. 
SE. NE. Sts. NE. 
Unit sizes: 
136 124 80 118 
Total cost of (dwelling construction and equip- 
Re ee a a ae $3, 193, 992 $2, 433, 064 $1, 858, 101 $3, 449, 382 
Cost of dwelling construction and equipment 
Total square feet dwelling space.._-......____- 328, 528 228, 614 174, 056 336, 715 
Cost of dwelling construction and equipment 
Square feet of eon: space by size of unit: 


CONSTRUCTION COST PER SQUARE FOOT 


Mr. Anprews. This table shows that the cost of dwelling construc- 
tion and agement per square foot is $9.72 for Stanton dwellings; 
$10.64 for Highland dwellings; $10.68 for Richardson dwellings, and 
$10.24 for East Capitol dwellings. 

Do these figures represent the construction cost plus the acquisition 
cost, or do they represent construction cost only? 

Mr. Rina. They represent the cost of the dwelling construction and 
equipment—the normal figure that is used in determining comparative 
costs of buildin, 

Mr. Yarss. When you say equipment, you mean what? 

Mr. AnprEws. Stoves and hot-water heaters. 

' Mr. Yares. You do not mean gas ranges? 

Mr. Rina. Yes. 

Mr. AnprEws. Gas or electric? 

Mr. Rina. And refrigerators, 

Mr. Yates. Is this a comparable figure used by private constructors, 
when they talked about a square-foot cost? I was under the impres- 
sion they did not include the cost for units which are considered per- 
— Property, such as gas ranges, electric stoves, and things like that. 

Rina. That is quite true. 

Mr Yates. I think what the chairman had in mind yesterday was 
obtaining figures which would be susceptible to comparison with 
private construction costs; is that not true? 

Mr. Puriurrs. That is correct. I do not know what the custom is 
at the present time. When I bought houses for rental they did not 
include stoves and refrigerators. Pod oday, in every house that I have 
gone into in Washington, I think they have had stoves and refrigera- 
tors in them. 

Mr. Yates. Does that add to the square-foot cost? 
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Mr. Riva. I have here today with us Mr. Von Storch, the Director 
of Project Development for the Authority, who has been in charge of 
the construction of these houses, I think that he may be able to 
answer your question. 

Mr. Passes, What is the custom nowadays? In figuring a 
square-foot price of dwelling space, do you include the stove and the 
refrigerator? 

Mr. Von Srorcu. I do not think that there is a single answer to 
that because the customs vary. That is one of the difficulties with a 
square-foot cost, the lack of a standard which everybody follows, as 
to what is included and what is not. You never can be sure when you 
see “a square-foot figure’? whether it has or has not included certain 
items. e have included everything in this figure. 

There is one other figure given right above, 2 lines above, the cost of 
dwelling construction and equipment per room, which is in the 
Housing Act of 1949 as a cost control, and in making up these figures 
we used the same base for computing the square-foot cost rather than 
taking equipment out. 

Mr. Putuuires. I think the testimony yesterday was to the effect 
that it was something like $1,250 per room. 

Mr. Rina. You are correct, and I was wrong. My mind was 
reverting to the provision of the Housing Act of 1937, sefaich did con- 


tain the cost figure of $1,250 per room, That was revised in the 
Housing Act of 1949. 

Mr. Yares. To what figure? 

Mr. Von Srorcu. $1,750 per room, with the provision that the 
Administrator of the Public Housing Agency, where local conditions 


so warranted, could increase the $1,750 by a maximum of $750. It 
gave him latitude up to a total of $2,500. He must make a ruling 
with respect to every particular project. 

Mr. Yares. Has that been done with respect to Washington, D. C.? 

Mr. Von Srorcu. It has been done with respect to Washington, 
D.C. As the figures will show, our actual costs are, in 2 cases, below 
the $1,750, even though at the time of our contract with the Public 
Housing Administration a higher figure was written in. We have been 
able to keep under the figure. 

Mr. Puiuuips. I still do not understand the last item. 

Mr. Von Srorcu. In the Stanton dwellings a 1-bedroom unit con- 
tains 548 square feet. 


DIFFERENCES IN CONSTRUCTION COSTS 


Mr. ANprEws. Why is there such a big difference between the cost 
of square foot for construction and equipment for the Stanton dwell- 
ing, which is $9.72 and the Richardson dwelling, which is $10.68? 

r. Von Srorcu. That is because in the Stanton dwellings we use 
for heating a forced warm air individual gas-fired heating system. 
For the Richardson dwellings, and for both the other projects, we 
use a central heating system. The central heating system is higher 
= capital cost, but it is much lower in the actual cost of supplying 

eat. 

Mr. Pures. You testified yesterday that you were going to — 
individual heating in certain projects in order to save money. You 
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were going to be able to save half of the salary of the man who was 
going to take care of it. 

r. Moore. The proposed installations would be central water- 
heating systems, but would be automatic and would not require 
constant attention. 

Mr. Puriures. What do you call central heating? 

Mr. Von Srorcu. Central heating could take several forms. 
There could be one plant for an entire development. 

Mr. Puitirs. That is what I would call central heating. 

Mr. Von Srorcu. Sometimes we break that down, if the site 
conditions warrant, into 4 of 5 heating units, each of which would 
serve a block of dwelling units. 

Mr. Puiuutps. Tell me what you mean by changing to a central 
heati lant so as to save $3,000 a ond 

Mr. Moore. The Williston and St. Marys properties are now heated 
by coal-fired furnaces. Coal-fired furnaces require constant attention 
of an operator during the time they are in operation, and those same 
coal-fired furnaces supply hot water to the tenants in the summer, 
which means that the firemen must be there although they are not 
really working full time. By substituting automatic central gas 
water heaters for coal furnaces, during the nonheating season, we will 
be able to take maintenance labor from heating and use it at other 
properties for other activities or reduce staff. 

Me. Yates. Is the difference in square-foot cost between the Stan- 
ton =m Richardson dwellings attributable solely to the type of heating 
units 

Mr. Von Srorcn. I would not say solely. I would say at least 
75 percent. The remaining difference would be affected by the time 
of the bidding, labor conditions, and so on. That would affect the 

rices that we would get from the contractors. You will see that the 
Rast Capitol dwellings are lower than the Richardson dwellings be- 
cause the time we received bids for East Capitol, dwellings was a 
more favorable construction time. 

Mr. Yares. Are not the necessary data missing then from this 
sheet; namely, the time of the letting of the contracts? In other 
words, vou let the contract for the Stanton dwellings at a different 
time than you let the contracts for the Richardson dwellings, which 
may account for the difference in the unit cost. 

Mr. Von Srorcu. Yes. 

Mr. Yares. You may have a different contractor and there may be 
differences in time. 

Mr. Von Srorcu. It can be due to a difference in contractors. 

Mr. Yates. Each of these projects was let on the basis of com- 
petitive bidding to the lowest responsible bidder; is that correct? 

Mr. Von Storcn. That is right. 

Mr. Yatss. How does your square-foot cost compare with the 
cost per square foot of private housing? 

Mr. Von Srorcu. I could not name any specific figures for private 
construction. I would not know how they were computed, or any- 


= else. 
Mr. Yates. Is there no basis for comparison? 

Mr. Von Srorcu. I would say that there is not available today a 
definite basis. I do not have definite figures for private construction 


| 
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which I know include exactly the same items as were included in my 
figures. I do not have the figures to start with. 

Mr. Yates. Is it possible to obtain figures of relatively comparable 
structures? Say, for instance, you were to construct something in 
the nature of an apartment building. Is there a comparable structure 
built by a private outfit with which it may be compared, built at about 
the same time? 

Mr. Von Srorcu. Their cost is not available to me. 

Mr. Yates. I will agree that his costs are not available to you, but 
is there any way of obtaining the cost from a real-estate board or 
some organization of that type? 

Mr. Von Storcu. I know of no service that provides complete 
details, actual cost figures, for private construction. 

Mr. Rina. May I suggest that just 10 years ago the work of the 
Authority was under study by a subcommittee of the Senate District 
Committee headed by Senator Burton, now Justice Burton, and an 
attempt was made at that time to bring forth a comparison, a detailed 
comparison of construction work completed by the Authority and that 
by private builders. There proved to be so many points of difference 
that the committee could make no use of the figures. 

Mr. Yares. Was that difficulty set out in the committee report? 

Mr. Rina. I am quite sure that it was. 

Mr. Yarws. Was that a formal document? 

Mr. Rine@. It is a formal document. 

Mr. Yares. I would like to see it. I do not know whether the 
chairman wants to put it in the record or not. 

Mr. Puiuuirs. | think it is long, if | remember. Can you get Mr. 
Yates a copy of it? 

Mr. Riva. I think that I could get him a copy. 


Mr. Yates. Or get me a document number so I can get it out of 
the Library of Congress. 


ANNUAL CONTRIBUTION FROM PUBLIC HOUSING ADMINISTRATION 


Yesterday in answer to a question you stated the amount of the 
subsidy increased with the additional cost of the unit. To my mind 
that, at best, was an incomplete answer, and I did not quite grasp 
it. Was the basis of that answer the fact that with respect to a larger 
project you had more rooms, or what was the basis of your affirmative 
answer to that question? Do you remember the question? 

Mr. Rina. I am going to ask Mr. Jones to respond. 

Mr. Jones. The question came up yesterday concerning the 
increases in development costs of the project which would result in 
increases in the annual contributions. That is when your question 
on the statutory limitation on the cost of the structures came up. 

Mr. Purtuips. What you reported yesterday was that there was a 
relationship between the amount you got and the cost of the build- 
ing, but the control by the Public Housing Administration was con- 
tained in their check of your expenditures, and their right to deny 
any expenditures which you might want to make, or perhaps even 
had made. I put that last part inon my own. You mean the PHA 
could deny expenditures which you had already made and you 
would therefore be obligated to pay for them out of your own funds 
with no return? 


| 
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Mr. Jones. Their control over us is entirely one of funds. If they 
do Be TREO the money we do not have it to spend and we cannot 
spend it. 

Mr. Puiurps. It is a control in advance of giving you the money? 

Mr. Jones. Yes. 

Mr. Yares. A limitation on the budget is approved by the PHA, 
and if you have no approval to go above a certain amount, you 
cannot expend it? 

Mr. Jones. That is right. 

Mr. Yares. I do not think that is quite the point that I was 
directing my question to. The question yesterday was, Is there a 
direct relationship between the amount of. the subsidy and the size 
of the project? 

Mr. Puiuurps. It stands to reason that a larger project will have a 
larger subsidy because it will cost more, but you mean larger by 
percentage? 

Mr. Yates. Yes. 

Mr. Jones. The percentage is fixed in the contract which we have 
with the Public Housing Administration and is limited to 5% percent 
of the final development cost of the project. 

Mr. Yates. Do you remember the question Mr. Thomas asked you 
yesterday about the matter? 

Mr. Jones. The way Mr. Thomas worded his question was that we 
could increase the cost of these ite ty and therefore increase the 
amount of the annual contributions that we would receive. 

Mr. Yates. That is correct. 

Mr. Jones. I have a statement on that, of which the limitation 
which we spoke of a few moments ago on the cost per room of dwelling 
structures and equipment fixed by statute is a part. 

Mr. Yates. Unless changed by the Administrator. 

Mr. Jonzs. It is fixed by statute as a maximum, and there is a lee- 
way within which the Administrator can make a determination. 

r. Putuurps. 1 think, if I may interrupt, that this is perhaps what 
Mr. Thomas had in mind—that your rents are fixed by law, the amount 
that you can get from the person living in the unit. Then if the con- 
struction costs are higher, the Federal subsidy for your operating 
expenses will be higher to make up what the tenant does not pay. 

Mr. Yares. I think that is what Mr. Thomas had in mind. 

Mr. Jones. Actually, the amount of the Federal subsidy which we 
receive on these projects approximates the debt service which is 
necessary to carry the financing—-the payment of principal and 
interest on the bonds. 

Mr. Puituips, How carefully does the PHA go into this matter of 
whether you have made the cost of these buildings so high that you 
will not be able to get the money out of the tenants? 

' Mr. Jones. The amount of the subsidy does not have a direct 
relationship to the amount of rents that are charged to the tenants 
in accordance with their income. As I explained before, our annual 
contribution approximates the debt service. Our rents have to be 
maintained at a certain level which will insure that the property can 
be operated in an economical manner; in other words, that our income, 
together with the subsidy which the PHA gives us, will cover all costs. 

r. YaTes. Are you now saying that your rents are fixed at a level 
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which will ag oy you to operate without any contribution except one 
substantially for the purpose of paying your debt? 

Mr. Jongs. Substantially yes. In other words, the rents would 
produce enough income. 

Mr. Yates. To pay all the expenses of operation? 

Mr. Jones. All expenses except the debt service. 

Mr. Purtuirs. Suppose that you were going to build a building 
that would cost $10,000. You would know that you were going to 
charge so much rent per tenant. Under the regulations that you 
speak of could you get enough to pay other things but the debt 
service? The subsidy from the Government would pay the debt 
service. Suppose you then decided that you would build a unit 
costing $15,000 instead of $10,000. The same situation would not 
apply, so somewhere in the picture there is some control upon you as 
to the amount of money that you will spend, or that you will charge 
the tenant. Am I right? 

Mr. Yates. I see your point. 


PROCEDURE PRIOR TO CONSTRUCTION 


Mr. Moore. One of the first things we have to do before we can 
even get a development project approved by the Public Housing 
Administration is to prepare a proposed rental scale for that project. 
That proposed rental scale is based upon tenants with differing in- 
comes. hat pattern of tenant incomes is taken from a census 
report. It is reasonably accurate. By working with this proposed 
rent scale we can establish a minimum estimated rental income for 
that project. 

Mr. Puiturrs. That is all done before you start to build? 

Mr. Moore. Yes. We arrive at a minimum operating income 
for that project and we have to prove that we can operate that 
project with that minimum income before we are permitted to go 
a step further. 

Mr. Puiuutps. I think that is the answer; it is all done in advance. 

Mr. Rina. If the construction bids came in at an excessive figure all 
those bids could be rejected and undoubtedly would be. 

Mr. Yarss. Is that the procedure followed with respect to every 
municipal housing authority throughout the country? 

Mr. Rina. I believe that that is true of every local housing au- 
thority. It is a part of the public-housing procedure. 

Mr. Purtures. It is true of all I know. 

Mr. Moore.’ There are other steps that local housing authorities 
can take to assure financial solvency if they see that their operating 
costs are beginning to exceed their operating income, and they are to 
be selective in taking in their new tenants. That does not mean that 
we bar all the lowest income tenants, but within the income admission 
limits they can select those with higher incomes for a short period of 
time in order to build up the rental income to assure financial solvency. 

Mr. Haske tt. I would like to correct a little misunderstanding. 
It is true, as Mr. Jones stated, that the maximum contribution is 
approximately equal to the full debt service. However, our experience 
on the only properties that have been subject to the Federal contribu- 
tion over the approximate 11 years that they have been so subject—- 
our actual requirements for Federal subsidy have been actually 
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one-half of the maximum subsidy; therefore a part of the income 

from the rental operations goes to reduce the amount that the Federal 

Government would have to appropriate for annual contributions. 
Mr. Jones. In addition to paying all expenses. 


STATUS OF CONSTRUCTION PROGRAM 


Mr. Rina. Mr. Chairman, yesterday in the course of the discussion 
there were statements made with regard to the status of our present 
construction program. I would like to give the committee copies of 
this very brief summary which indicates exactly where our develop- 
ment program stands as of January 1, 1954. 

Mr. Puiuurres. We will insert that in the record at this point. 

(The tabulation referred to is as follows:) 


Status of development program 


Units 
Program reservation approved by PHA_-_-_-_-.------------------------- 4, 000 
Under annual contributions contract: 
Completed units at Jan. 1 1954: 
tanton Dwellings, DC 1-14___.--....--..-.-----.---------- 348 
Richardson Dwellings, DC 1-17_---------------------------- 190 
Under construction at Jan 1, 1954: 
Highland Addition, DC 1-16_____-.-.----------------------- 246 
East Capitol (section I), DC 1-18__._-.---.--.--------------- 391 
In preconstruction stage: 
East Capitol (section IT) DC 1-18 !______-___-.-------------- 186 
Total under annual contributions contract--_--.-----.-------- 2, 428 
Remainder of program reservation now awaiting PHA approval. --.--.--- 1, 572 


1 Construction contract to be awarded during fiscal year 1954. 
2 Award of construction contract is dependent upon approval of additional construction starts by Congress 
and subsequent allocation by PHA. 


Mr. Putturrs. We thank you gentlemen very much. 
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Monpay, JANuARY 4, 1954. 


INTERSTATE COMMISSION ON THE POTOMAC RIVER 
BASIN 


WITNESSES 


EDWIN R. COTTON, DIRECTOR, INTERSTATE COMMISSION ON 
THE POTOMAC RIVER BASIN 

HON. J. R. FLETCHER, STATE SENATOR FROM MARYLAND 

KENNETH FELTON, ENGINEER, INTERSTATE COMMISSION ON 
THE POTOMAC RIVER BASIN 


Amounts available for obligation 


— or estimate (obligations incurred) : 
1953 


Obligations by activities 
—- to the Interstate Commission on the Potomac River Basin: 


Obligations by objects 


Grants, subsidies, and contributions: 
1953 


Analysis of expenditures 


Obligations incurred during the year (total expenditures out of current 
authorizations) : 
1953 


Mr. Purturps. We have before us the representatives of the Inter- 
state Commission on the Potomac River Basin, for their annual 
statement and justifications of the budget request for fiscal year 
1955, which is for $5,000, the same as you received this year, is that 
correct? 

Mr. E. R. Corron. Yes. 

Mr. Purturrs. Do you have a statement? 

Mr. E. R. Corron. I do not have a written statement, but I have 
a few highlights I would like to comment on. 

Mr. Puruurps. You have given us a 13-page statement. 

Mr. E. R. Corron. I have a 13-page statement and I expect you 
can abstract some of that. 

Mr. Puruurrs. We will probably put it all in. 


$5, 000 


(The statement is as follows:) 
JUSTIFICATION 


The Interstate Commission on the Potomac River Basin submits its estimate 
for annual payment of funds from the Federal Government to carry on its work 
for the fiscal year as follows: 


Annual appropriation for 1954... $5, 000 
Annual appropriation for 1955-_ 


Public Resolution No. 74 of the 75th Congress, approved August 31, 1937, 
authorizes, and Senate Joint Resolution 223 (Public Res, No. 93, 76th Cong.) 
= consent to the States of Maryland, West Virginia, Pennsylvania, and 

irginia, and the District of Columbia, to enter into a compact for the creation 
of a Potomac Valley Conservancy District and the establishment of the Interstate 
Commission on the Potomac River Basin. 

By law the Federal Government is a member and participates in the affairs of 
the Commission through its three Commissioners, appointed by the President 
of the United States. In determining the policies of the Commission, they have 
the same authority as the Commissioners appointed by the signatory ies. 

The compact provides that the Interstate Commission on the Potomac River 
Basin in its administration of the conservancy district shall be financed by appro- 
priations from the States and the Federal Government in pro rata amounts based 
on area and population and a flat service charge, which shall be determined from 
time to time by the Commission. As authorized by Public Resolution No. 93 
of the 76th Congress, the assumption by the United States of a share of the 
Commission’s budget has not followed the pro rata portion established by the 
compact. The Federal contribution has consisted of a lump-sum payment to 
the Commission, which has been arrived at arbitrarily. 

Since the creation of the conservancy district in 1941, the States of the Potomac 
Basin have nearly tripled their appropriations to the Commission. The last 
increase of 25 percent in these funds, made in the 1954 and 1955 budgets, brings 
the appropriations from the States to the maximum amount of $30,000 set by the 
compact as the limit from this source. This limitation on funds from the States 
will he deleted from the compact by means of an amendment to the present com- 

act which will be submit to the Congress of the United States and the State 
islatures for their approval. 
he contribution by the Federal Government in the 1949 fiscal year represented 
21.7 percent of the Commission’s administrative budget. By the 1954 fiscal year 
the proportion had been reduced to 15.25 percent. 


Federal interest 


The Federal Government has always had, and will continue to have, increasing 
and extensive interests in the Potomac River Basin. A matter of prime impor- 
tance to the Federal Government should be the cleanliness of the Potomac since 
it provides a setting for the Nation’s Capital. 

The Potomac River and its tributaries in the vicinity of Washington are 
grossly polluted and in spite of the new treatment facilities that are being installed 
by local jurisdictions it gradually is approaching a septic condition which is a 
one to the Nation as a whole as well as to the local area. 

f the United States Public Health Service, through its Water Pollution Control 
Division, is to continue to engage in a nationwide program for the control and 
abatement of pollution in cooperation with the State and interstate agencies, it 
would seem necessary that the Nation’s Capital and its surrounding area be made 
an example to cleanliness for the rest of the Nation. 

Because of the complexity of the problem, with many local and State jurisdic- 
tions involved, this can only be done through a strong and well-financed interstate 
agency which can adequately plan, coordinate, and promote construction and 
operation of the necessary abatement facilities by the local agencies. 

There are a number of severe pollution abatement problems, as yet unsolved, 
which occur not only in the Potomac Basin but also have wide national signifi- 
eance. One of the most damaging to national economy is that of acid mine 
drainage. ‘The Commission has carried on research toward the solution of this 

roblem and believes that it has found a practical method of prevention of acid 
ormation. If this is correct, the value to the Nation’s economy would be great. 
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To prove the value of the discovery, field development on the process is necessary 
and in this development the Federal Government should have a great interest. 

Studies made by many private organizations as well as governmental agencies 
indicate the need for a pilot study of methods and agencies which are best suited 
to the conservation and development of a basin’s water resources. The Potomac 
Commission provides one means for accomplishing this work, furnishing an ideal 
experimental project for study by the Federal agencies interested because of its 
location in Washington and because of the diversity of its problems. 

The economics of and need for pollution abatement hinges to a large degree 
upon the availability of water for dilution and the uses to which this water should 
be ry. In recognizing these facts, the Commission, through its signatory States, 
and Federal agencies, has access to and maintains contact with a host of agencies 
in order to coordinate its abatement program. 

It is, thus, already doing much of the coordination of water conservation in the 
Potomac Basin proposed by the President’s Water Resources Policy Commission. 

Some of the other presently indicated extensive interests of the Federal Gov- 
ernment in the Potomac Basin are: 

(a) Discharge of sanitary and industrial wastes to the streams of the 
basin by numerous civilian, naval, and military establishments and facilities 
owned by the Federal Government. 

(b) Protection of the federally owned navai, military, park, and forest area, 
with many recreational developments valued in the aggregate at hundreds of 
millions of dollars, and comprising approximately 1 million acres, from 
pollution of their streams. 

(c) Problems created by the continuing rapid rate of locating many 
Federal agencies within the Potomac River Basin. 

(d) Federal interest in the public health of the Nation through prevention 
of disease. 

(e) Federal interest in the compact method of solving problems of the con- 
servation and development of water resources of a river basin. 

(f) Federal interest in establishing procedures for basinwide pollution abate- 
ment work in cooperation with State and Federal agencies. 


Appropriation request 


The Commission has made plans for a total administrative budget of $35,000 
for the 1955 fiscal year. Of this amount the five signatory bodies will contribute 


$30,000 toward the Commission’s administrative budget which is their maximum 
payment under the existing compact. 

A request is herewith made of the Federal Government for an appropriation 
in the amount of $5,000 toward the administrative budget for the Commission. 
These funds, together with those of the States, will provide the funds needed 
during the 1955 fiscal year. 


COMMISSION ACTIVITIES 


The Commission’s several continuing programs 

Many of the Commission’s programs by virtue of their nature are of a con- 
tinuing type, many functioning from year to year in order that the Commission 
may have information to measure existing conditions or to plan and promote 
needed abatement programs for the basin. Projects which have been carried 
on in the past and which the Commission proposes to continue during the 1955 
fiscal year are: 
Water quality sampling program 

In the past, the Commission has carried on a water quality sampling project 
in cooperation with the States, industries, and local governments of the Potomac 
Basin. This program consists of sampling water at critical points along the 
Potomac and its main tributaries. The present program consists of about 90 
points, either on a continuing basis or over a short period of time during the 
critical summer months. Information so obtained is tabulated, analyzed, and 
put into an annual sampling report which is distributed to participating persons 
and agencies. Information from this program provides the Commission, the 
State water control agencies, and others with vital information as to the water 
quality of the river, and is used to determine any corrective measures which may 
be necessary: 
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Comprehensive program 

At the present time, the Commission’s technical committees, in cooperation 
with the Public Health Service’s Water Pollution Control Division and the water 
pollution control agencies of the States are preparing a continuing comprehensive 
program for water use and pollution abatement in the Potomac River and its 
tributaries. ‘This program requires the tabulation and assembly of existing and 
new data and the careful analysis of material available to the Commission, its 
advisory committees and State and Federal agencies cooperating in the prepara- 
tion of a plan of action which meets the needs of the basin. It is expected that 
this work will produce a comprehensive program for the Potomac Basin which will 
give consideration to all factors which affect or are affected by pollution and thus 
will provide a balanced program for the development of water resources which 
will have the appear of all of the pertinent agencies, and one which can be 
adopted by the Water Pollution Contrcl Division of the United States Public 
Health Service as its comprehensive program for the basin in accordance with 
Publie Law 845. 


Committee work programs 


In support of the present pollution-abatement work and proposed compre- 
hensive plan, the Commission expects to continue to carry on the work programs 
which have been formulated by its newly formed advisory water, land, industrial, 
and wildlife ana recreation committees. Each of these programs consists of a 
well-rounded programm, including the gathering of data, its analysis, and the plan- 
ning for future development in the particular field in which each technical group 
is interested. They provide for securing data, its analysis, and the planning for 
future development anu conservation of most of the water resources of the basin, 
and in their entirety provide for putting into action much of a comprehensive 
plan which may be approved for the basin asa whole. There is, of course, a great 
deal of detailed work required by the staff of the Commission to properly carry 
out the committee suggestions, since of necessity the committee members cannot 
complete this work themselves. 


Watershed groups 


Ithas been the policy of the Commission to stimulate the formation and operation 
of small watershed associations and this will be continued with particular reference 
to the upstream areas of the basin. We have found that such groups provide the 
stimulus for local action on pollution-abatement programs and in planning for 
other allied water-conservation measures. 

Public relations 

The Commission plans to continue to concentrate its public relations activities 
in two principal pfoblem areas—Washington, D. C., and Cumberland, Md., 
working in cooperation with the State water control agencies until the pollution- 
abatement work in these areas has progressed to a point where the quality of the 
stream has been improved to fit its water uses. 

Allied conservation programs 

In the past the Commission has come to the conclusion that in order to plan 
properly for pollution control, it, of necessity, must be familiar with other water- 
conservation programs and must coordinate them with its abatement work. 
This fact has led the Commission to the conclusion that a broadened program of 
activities should be carried on by the Commission. 

The Commission at first believed it to be desirable to modify its compact 
and set up a special committee to draft such a proposal. Further investigation 
has led to the conclusion that this work can be accomplished under the present 
compact since the Commission is given broad powers for study of matters affect- 
ing or affected by pollution. It is believed that its present powers will include 
any activity which the Commission plans to carry out under this program. 

n carrying out this change in policy, the Gondeainsioon has reorganized its 
advisory committees so as to have adequate representation to concern themselves 
with all water resource conservation and development which affects pollution. 

It is expected that any work carried on will be —_ the existing State and 
‘Federal agencies, in a manner similar to that now used by the Commission in its 
abatement program. 


Industrial waste research and investigation 


Under Public Law 845, the Commission received from the Water Pollution 
Control Division of the United States Public Health Service the sum of $10,000 
for 1951 and $9,000 for 1952, and $2,500 for 1953. It is understood that no 
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funds will be available from this source for 1954 or 1955 fiscal years. Funds 
previously received have been used to carry on an industrial waste investigation 
along the north branch of the Potomac, to carry on an industrial waste survey 
of industries in the basin, and to carry on research for the prevention of acid mine 


aters. 

Results of the upper Potomac River survey have proved most valuable in 
planning abatement work in this area and will be used by the States of Maryland 
and West Virginia in any legal action which may be necessary in enforcing 
abatement orders. 

Research on the chemical reactions which occur in the formation of acid mine 
drainage, which was first initiated by the Commission in 1951 but did not get 
into active operation until the summer of 1952, has proved to be most successful. 
Work was carried on at the Johns Hopkins University by a graduate student, 
and with the aid of the faculty he has been able to determine the chemical reac- 
tions which do occur in acid formation. With this information to go on, a method 
for preventing acid formation has been discovered which the Commission believes 
will provide a practical means of reducing acid drainage in coal mining areas. 

The Commission, in the belief that the process has value, has taken steps to 
protect the discovery through an application for patent rights after first obtaining 

rmission to do so from the Surgeon General of the United States Public Health 

rvice, as required under the grant funds, which constituted about 40 percent 
of the funds expended on this project at the time of the discovery. 

Laboratory work has indicated the need for field tests and it is planned to carry 
on some of these upon a small scale during the 1954 fiscal year, Support for the 
work will probably come primarily from the Commission’s funds, and from special 
grants from the coal industry. 

NEW PROGRAMS 


During the 1955 fiscal year, in addition to the continuing work already out- 
lined, the Commission is planning two new programs which are in themselves the 
outgrowth of previous work which the Commission has done. They are: 

Field tests for preventing acid mine waste formation 

As previously stated, prior research has indicated a method of preventing acid 
formation in the laboratory. During the present fiscal year the Commission is 
carrying on field tests on a small scale in actual mines to determine which 
of a series of chemicals is most effective and economical. Results to date are 
promising. 

It is the belief of the Director that the process will provide a means of at least 
preventing acid formation in active mines and thus when applied will be able to 
reduce the acid mine waste load in our streams by a coneltleralite degree. 

Before this can be done, many problems connected with the application of the 
materials in active and abandoned mines must be solved. This work can only 
be done in the field. The Commission, therefore, plans to carry out extensive 
field research during 1953 for the purpose of solving these problems. In order 
to allow the process to become usable at an early date, it also plans to continue 
research in the laboratory to determine the details of certain chemical reactions 
which knowledge it is believed will be helpful in simplifying the process. 

The cost of this work during 1955 is estimated to be between $40,000 to $50,000. 
The Commission expects to obtain the necessary funds for this work from the coal 
industry. No definite contracts have been entered into at this time, but we 
believe that funds will be forthcoming from this source. 

(1) The process, if successful, will have wide application throughout the 
Nation in all coal-mining areas and in other mines which have metallic sub- 
stances which are oxidized. 

(2) Many of the abandoned mines in the coal regions are ownerless and it 

will therefore be necessary for some public agency, or Federal or State 
authority to treat these installations. 

(3) Prevention of acid will save many millions of dollars and will make 
many streams now badly polluted usable as a source of domestic and indus- 
al ad supply. This benefit is national in scope and extends far beyond 

tate lines. 


A master plan of sewerage facilities for the Washington metropolitan area 
The Commission is just completing a detailed study of pollution control prob- 


lems in the Washington metropolitan area. This report which will be released 
for publication sometime early in January 1954, indicated that one of the needs 
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of the area is the preparation of a master plan for the planning and conservation 
of ean a facilities to adequately provide for the future growth of the metro- 
politan area. 

While the National Capital Planning Commission has jurisdiction over general 
planning, it does not plan to do the necessary work along the lines mentioned 
above nor does it have staff members who are qualified along the sanitary lines 
needed. This Commission, therefore, plans to act as a coordinating agency in 
cooperation with the National Capital Planning Commission and the municipal 
agencies involved in preparing a master sewerage plan for the Washington area. 
Such a plan will be prepared jointly by all agencies concerned and it is hoped by 
this Commission that all of the jurisdictions involved will generally agree to see 
it as a basis for the future development of their sewerage systems. 

All of the program as outli is necessary to enable the Commission to carry 
out its duties as provided under article II of the compact. 


Personnel 


The Commission does not plan to employ additional administrative personnel 
during the 1955 fiscal year. It may employ additional personnel under its acid 
mine waste research, but if it does, such personnel will be paid from funds con- 
tributed by the coal industry for this particular work. 

No member of the Commission and no member of its advisory committees 
receives any pay for his services. Travel expenses are advanced only in those 
cases where the employing organization is not in a position to make such reim- 
bursement. The expenses of the Commission are devoted largely to previcing for 
a small permanent staff, technical in nature, to carry on its work of formulating 
and implementing a pollution abatement program or the Potomac Basin on a 
continuing basis, and is a small degree to provide for educational and promotional 
work in the field of pollution abatement. 


Summary 

In view of the foregoing, it is essential that the Federal Government provide 
$5,000 for the fiscal year 1955 in accordance with congressional mandate, so that 
the Interstate Commission on the Potomac River Basin may effectively carry on 
its authorized work and supply interstate machinery in the Potomac Basin to 
assist the Water Pollution Control Division of the United States Public Health 
Service in the formation of an adequate national pollution abatement program, 


Actual administrative receipts, Interstate Commission on the Potomac River Basin 


Payments from— 1952 


| 


29, 00 


8 


Actual administrative disbursements, Interstate Commission on the Potomac River 
Basin 


1951 


$19, 
5, 


1, 

1 2, 679. 67 

30, 318. 97 


$19, 301, 52 
5, 077. 20 


667. 
380. 
506. 
584. 
4 


Industrial waste investigation under U. 8. Public 
Health Service grant 8, 472, 44 


! This figure does not include time t on the acid mine research project by the Commission’s admnis- 
trative staif in the amount of $2,723.96. — 


District of Columbia. 9, 000 
Federal 5,000 
“Miscellaneous 

Disbursements in 1953 1952 Zz 1950 

62 | $18, 807. 64 $19, 214. 42 
Commission and committee meetings. .._.............. 71 555. 06 441.91 407. 88 
1,313. 75 935. 74 2, 136. 58 

ee ee 26, 671.08 | 26, 832. 32 28, 950. 67 

[= 
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Financial statement, Interstate Commission on the Potomac River Basin—Adminis- 
trative budgets, 1952 and succeeding years, with estimate for 1955 


Appropriated— 


Estimate 
1955 
1953 


PAYMENTS 
West 


ederal Government 
Maryland 


|B 
| 


| | 
22225 
| 


| 


|8| 


DISBURSEMENTS 


Salaries: Director, engineer, administrative assistant, 
librarian-accountant, secretary-clerk, and part-time 
employees, reserve for salary increases 


Commission and committee travel and meeting 
ce 


Mr. E. R. Corron. I would like to briefly bring out 1 or 2 things. 
The Commission is an interstate agency formed under compact be- 
tween the four States within the Potomac Basin, the District of 
Columbia, and the Federal Government. I think that the compact 
is the only one in existence in which the Federal commissioners have 
a vote equal to any of the States. I do not think that is true in any 
other compact. 

Mr. Putuures. Do you think that is worth $5,000 a year? 

Mr. E. R. Corton. Yes, I think so, because you have a voice in 
what is done which you do not have in other compacts. 


STATE CONTRIBUTIONS 


To give you a little idea of State contributions, the States con- 
tribute $30,000 to the administrative expenses of the Commission. 
The Federal Government since 1949 has contributed an additional 
$5,000, which in 1949 amounted to about 22 percent of the total 
budget of the Commission and at the present time amounts to about 
15 percent. That is during 1954 I am speaking of. 

I want to bring up this point, that I feel is a very important one 
and one reason why the Federal Government should contribute sub- 
stantially to the Commission, and that is the fact that the present 
administration and the Federal Government generally has been 
attempting in the last year or more to turn back to the States legiti- 
mate activities which had tended to become centralized here in 
Washington, and to get the States to do more and more of the work 

articularly in conservation. It is the Commission’s belief—and i 

lieve it would be of anybody who studied the matter—that the 
Commission is an ideal type of agency to plan and get the States to 
do their planning and actual carrying on of conservation activities, 
because conservation must be planned on a basin-wide basis and in 


Virginia 
a 26, 910 26, 630 21, 863 20, 445. 00 
Social security . . - peeks 365 395 262 250. 00 
Office expenses: Rent, communication equipment, sup- 
plies, audit, technical publications. 5, 290 5, 205 6,175 4, 576. 28 
: | 1, 700 2, 600 2, 400 2, 600. 00 
500 1,000 1, 600 1, 700. 00 
| 35, 000 35, 930 32, 300 29, 571. 28 


an interstate basin there must be some type of vehicle that can get 
the Federal, State and local agencies together on a unified plan. 
That is what the Commission is attempting to do. 

In our program we feel we must go beyond the pollution-abatement 
problem, because so many pollution-abatement programs affect or are 
affected by other types of conservation. 

Mr. Puitiires. You mean by that you are beginning to spread out 
your activities? 

Mr. E. R. Corron. In this respect. Take soil-conservation work. 
aa you would feel that this would be far afield from pollution 
work. 

Mr. Patuurrs. We have 2 or 3 other agencies working on soil 
conservation. 

Mr. E. R. Corron. That is true, rat my» sina! land practices result 
in excessive silt in the stream, and the Commission om attempted 
to coordinate a pag arg ep program in the basin. We give weight 
to it only as far as pollution is concerned and we get the State extension 
services, the poss services, and soil-conservation services all to do 
their part in the program, but the Commission is the entity for doing 
the planning and coordination of the various programs. 

I think that is one of the reasons that the Federal Government does 
have a very strong interest in the Commission’s work. 


COMMISSION ACTIVITIES 


I am not going into the Commission’s activities except very briefly 
because they are all pointed out in the justification. The type of 
activities has been the same as in the past. We have attempted to 

on the same type of program. There are two things I want to 
point out, both of which we are very proud. One is the work the 
Commission has done in industrial research under funds received from 
the Public Health Service from time to time, which we have talked 
about before. 

Last year I think I mentioned to you that the Commission, through 
its work at Johns Hopkins University, felt that it might have made a 
discovery in the acid mine drainage field. I think you all know that 
water drainage from the coal mining areas is a huge problem. We 
carried our research work at the university under these funds. The 
group that carried it on was successful in finding out the chemical 
reactions that occured in the formation of acid mine waters, and in 
discovering this worked out a means of preventing them. The Com- 
mission has applied for a patent, after having received permission 
from the Surgeon General of the Public Health Service. 

Mr. Parnuips. For what have you applied for a patent? 

Mr. Corron. A process to prevent the formation of the acid at 
its source. It simply is a chemical applied to the strata which prevents 
the chemical reaction from ever starting in the first place. That work 
was done in the laboratory during the present year, and in the suc- 
cama years we expect to carry our work in the field. We are 
actually trying it out at this time. We of course do not have funds 
ourselves to carry on all of this field work. We felt it was within the 
province of the coal industry, so.we have. interested. the coal indust 
in it, and we have every indication to believe that we will have suffi- 
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cient funds to carry that work on through financial support from the 
coal industry. 

I point this out to show the committee that if this process proves 
as successful as we think it will, just this work in itself will pay many 
times over any money given to us or to the Public Health Service 
for industrial waste research. The savings will run into millions of 
dollars. 

POLLUTION CONTROL 


Another yg want to point out is that in certain areas, par- 
ticularly in the Washington area, we have a very complex pollution 
abatement problem. e have innumerable sources of pollution. 
The problem is so complex that there is need for somebody to attempt 
to make a master plan that can be used for the whole area and by 
the various jurisdictions in preparing the necessary detailed plans. 
The Commission in the past has attempted to do that. 

We are now completing a report on pollution control in the Wash- 
ington metropolitan area, which we feel will provide a basis for 
future planning. 

Mr. Patties. Did you not send me a big report recently? 

Mr. E. R. Corron. Yes. It was a preliminary copy of that report. 
It is hoped that through that report we would be able to come up 
with a master plan that could be used for this entire region. Our 
intention is to get the municipalities to carry that plan out 
individually. 

(Discussion off the record.) 

Mr. E. R. Corron. I would be glad to answer any questions you 
may have. 

Mr. Pattims. Thank you, Mr. Cotton. Does the Senator have 
anything to say? 


STATEMENT OF STATE SENATOR FLETCHER, OF MARYLAND 


Mr. Fietrcuer. I think that Mr. Cotton has pretty well covered 
the discussion so far as the Commission is concerned. I have come 
along to add.a little weight in supporting him. I think that he knows 
all the details. 

Mr. Puu.irs. How many of your counties border the river? 

Mr. Fiercuer. Montgomery and Prince Georges Counties, with 
anes, Alleghany, and Washington, at the headwaters and Frederick 

ounty—— 

Mr. E. R. Corron. And St. Marys and Charles. 

Mr. Fiercner. They are down below. They are affected by the 
discharge into the Potomac. 

Mr. Puimusps. If St. Marys touches the river, why do you not 
consider that in the program? ; 

Mr. E. R. Corron. It is in the program. We take everything 
within the watershed. 

Mr. Fiercuer. In mentioning that, I did not mean to exclude St. 
Marys, except it does not have the same problems from the stand- 

int of industrialization and growth as do Prince Georges and 


ontgomery Counties. 


PERSONNEL OF COMMISSION 


Mr. Anprews. How many employees does the Commission have 
and what are their salaries? 

Mr. E. R. Corron. The Commission has five administrative 
employees. 

Mr. Anprews. What is your salary? 

Mr. E. R. Corron. $9,360. 

Mr. Anprews. And an engineer? 

Mr. E. R. Corron. $4,620. 

Mr. Anprews. An administrative assistant? 

Mr. E. R. Corron. $4,545. 

Mr. Anprews. A librarian. 

Mr. E. R. Corron. $3,300 or $3,410. 

Mr. Anprews. An accountant? 

Mr. E. R. Corron. About the same amount, about $3,400. 

Mr. Anprews. Secretary-clerk? 

Mr. E. R. Corron. The librarian and the accountant are one indi- 
vidual. The secretary-clerk receives $3,110. 

Mr. Anprews. You have 1 $3,200 employee, 1 $3,400 employee, 
1 $4,500, 1 $4,620, and 1 $9,300. 

Mr. E. R. Corron. Those are the present salaries. 

Mr. Puiuutps. They sound like civil-service classifications. Do you 
have civil-service status? 

Mr. E. R. Corron. No. The Commission decided it would follow 
the general classifications of the Federal Government insofar as salary 
ea re and practices are concerned, and they have followed that 
right along alt ~— we are not under civil service. 

Mr. Anprews. That makes a total of $25,020 in salaries. 

Mr. E. R. Corron. And you want to know why there is that differ- 
ence between that and the total amount? 

_ Mr. Anprews. You have salaries listed for 1953 on the next to the 
last page in the amount of $19,667.62. 

Mr. E. R. Corron. That was the actual expenditure in 1953. At 
that time all of our staff was not paid from our administrative budget 
as we are at the present time. e had Mr. Felton, but he was paid 
partially from funds of the Public Health Service grant since he was 
working on an industrial waste investigation and that does not show 
up in the total amount of money. If his total salary were included in 
the above amount it would become $23,613.87. 

Mr. Anprews. How much was he paid? 

Mr. E. R. Corron. $4,620. 

Mr. Anprews. Who paid him? oak 

Mr. E. R. Corton. It came out of the funds that were received from 
the Public Health Service grant for industrial waste investigations. 

Mr. AnpreEws. Will you receive any such funds this year? 

Mr. E. R. Corron. No, sir; we will not. 

Mr. Anprews. How long have these salaries remained at their 
present level? 

Mr. E. R. Corron. Those have changed from time to time because 
of within-grade promotions which the Commission has given. The 
salary brackets have remained the same for a number of years. 

Mr. Puturps. Is not the Public Health Service going to continue 
its payment for that research work? 
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Mr. E. R. Corron. No. We wish they would. At the present 
time they have no funds available. All the funds we expect to spend 
on that research work will be paid for from funds we get from the 
coal pes val and there will not be any public funds expended upon 
that particular work at all. 

Mr. Anprews. There has been an increase since 1952 in salaries, 
according to your request, of $5,500. 

Mr. E. R. Corron. That is right. That consisted of the salary of 
one full-time employee and part-time work. Their salaries formerly 
were paid out of the Public Health Service industrial waste funds. 

Mr. AnpreEws. Has your salary been the same? 

Mr. E. R. Corron. My salary was changed a year ago this last 
December. At that time I got an increase, a within-grade increase 
of $200, as I recall. 

Mr. Anprews. Your employees are not under civil service? 


Mr. E. R. Corron. No. 


OTHER OBJECTS 


Mr. Anprews. What about this item of office expense, rent, 
communications, equipment, supplies, audits, technical publications, 
$5,290? Where are you quartered in Washington? 

Mr. E. R. Corron. That $5,290 includes all office expenses. We 
are quartered in the Transportation Building. We pay a rental of 
fea $280 a month. That $5,290 includes all office expenses of all 

s. 
AUDIT OF COMMISSION RECORDS 


Mr. AnprEews. What is this “audit”? Is somebody auditing your 
books? 

. E. R. Corron. Yes. 

. ANpREws. Who does that? 

. 7 R. Corron. That is done by a private auditor by the name 

. Huey. 

Has he audited them recently? 

. E. R. Corron. He audits them every year. 

. ANpREws. Does the General Accounting Office have anything 
to do with your office? 

Mr. E. R. Corron. No. They have the right to come in at any 
time and. audit our books if they want to. 

Mr. AnpREws. What becomes of the audit that the auditing firm 
prepares? 

Mr. E. R. Corton. It is sent to the Chairman of the Commission, 
and to the chairman of each State commission. Each State has one 
of its commissioners acting as chairman for the State and the audit 
goes to him and to the budget directors of the States. 

Mr. AnpREws. Do the members of the Commission determine the 


salary? 

Mr. E. R. Corron. Yes. 

Mr. Anprews. And approve the other expenses? 

Mr. E. R. Corron. The Commission is the ruling body and they 
determine the salaries and employ the staff and carry on all the 
decisions for the Commission. ; 

Mr. AnpRews. And you have had only a $200 increase since about 


2 years ago? 
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Mr. E. R. Corton. That is right. 

Mr. Anprews. What about this new item of $120 for insurance? 

Mr. E. R. Corron. That insurance is to cover the work that is 

ing done at the mines on our acid mine waste project. 

r. ANDREWS. Who is that doing the work? 

Mr. E. R. Corron. That work is being done by the Commission 
with commission funds and funds that have been received, up to the 
present time, by the Commission from the Public Health Service. 


AMOUNT OF FUNDS AVAILABLE 


Mr. Anprews. How much in total funds did you have last year? 
You got $32,900 from Pennsylvania, West Virginia, Virginia, and the 
District of Columbia and the Federal Government. That is this 
of $5,000. 

r. E. R. Corron. The other funds are the industial waste inves- 
tigation funds expended under United States Public Health Service 
nts, $8,472.44 for 1953. That was the money actually expended 
rom the Public Health Service funds in addition to the $30,318.97, 
which was expended for administrative expenses. 

Mr. AnpRews. Did you get a total appropriation last year of 
$32,900, as shown on the last page? 

Mr. E. R. Corron. We received $32,900; yes. 

Mr. Anprews. [n addition to that, you have this $8,472.44? 

Mr. E. R. Corron. We did not get it last year. We had that as 
an unexpended balance from the Public Health Service grants. Last 
year they gave no grants of any kind, except for a specific grant of 
$2,500 for the acid mine waste work. 

Mr. Anprews. How much money did the Commission get last 
year from all sources—$32,900? 

Mr. E. R. Corron. $32,900 is all we got from all sources last year 
for administrative work. 

Mr. Puiuurps. You had left over from the year before $8,472. 

Mr. E. R. Corron. That was all expended in 1953. We do not 
have that to spend in 1954 at all. e only amount we have to 
spend in 1954 is the $32,900. That is all that we have available 
during the present year. 


MINE RESEARCH WORK 


Mr. Anprews. You say that you are doing some work at. the mines? 

Mr. E. R. Corron. Yes. 

Mr. Andrews. The $120 is to insure the workers? 

Mr. E. R. Corron. That is right. 

Mr. Anprews. By whom is that work being done? 

Mr. E. R. Corron. By the Commission. __ 

Mr. Anprews. When you say “the Commission,’ do you mean 
you as the director? 

Mr. E. R. Corron. I mean the research worker that did the work 
at Johns Hopkins University. He is working for the Commission. 

Mr. AnprReEws. Is he the $4,600 a year man? d 

Mr. BE. R. Corron. He is being paid from funds of the Commission 
and funds we hope to receive from the coal industry. 

Mr. Anprews. How. much is that? 
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Mr. E. R. Corron. We do not know what the amount will be be- 
cause we have not received any and we have not had any promise of 
the exact amount. We cannot tell. 

Mr. Anprews. Is the man actually employed by the Commission 
at this time? 

Mr. E. R. Corron. Yes. 

Mr. ANpREws. Who is paying him? 

Mr. E. R. Corron. The Commission has been paying him. 

Mr. ANpREws. How much have they been paying him? 

Mr. E. R. Corron. He receives $700 a month. That would be 
$8,400 a year. 

Mr. ANpREws. Are you paying him out of this year’s budget? 

Mr. E. R. Corron. No. That is coming from a balance that the 
Commissioners have maintained over a period of years which on 
June 30, 1953 amounted to about $8,000. He is being paid out of 
that money and it is our hope that we will be reimbursed at the time 
we receive money from the coal industry. 


RESERVE FUND 


Mr. Anprews. How did the Commission establish a reserve? 

Mr. E. R. Corron. In this manner: When the Commission came 
into being in 1941 the Commission had no staff for most of the first 
year. The funds they received from the States accumulated and the 
Commission has maintained that amount more or less intact over the 
years. 

Mr. Anprews. Mr. Chairman, I think the committee ought to have 
a more detailed explanation and justification for this money. Here 
the Commission has a reserve. Every year they come up and want 
$5,000. 

Mr. Pariurrs. What is it that you would like to have, Mr. Andrews? 
weer E. R. Corron. I can bring you anything you would like to 

ve. 

Mr. Anprews. If the Commission is able to create a reserve, I do 
not think they should be coming up here every year wanting $5,000. 

Mr. Puiuuips. How long have you been in existence? 

Mr. E. R. Corron. Since May 1941. 

Mr. Puuuips. This reserve was all created before what year? 

Mr. E. R. Corron. It varies. It has not been created in any one 
year. I would say that it has been created since 1941 on small 
amounts right straight through. 

Mr. PHILurps. The reserve has been in existence for 10 years? 

Mr. E. R. Corron. More than 10 years. 

Mr. Puituips. In this 10-year period how many years have you 
received from all agencies and contributors more money than you 
ent? 

Mr. E. R. Corron. I would have to look that up. 

Mr. Puiuups. That might be interesting, and | think it might be 
interesting for you to bring over a copy of the auditor’s report. 

Mr. ER. Corton. I will be glad to do that. 

Mr. Puaruures. What else would you like to have? 

Mr. Anprews. I think that will be all. I do not want to be 
appropriating money to an agency creating a reserve. : 

r. Puiuuies. I think this is the first time we have heard about this. 


Mr. Anprews. It is the first time I have heard about it. 

I would like also to know what the total income of the Commission 
has been for the last 10 years. : 

Mr. E. R. Corron. You must understand that the money that 
was received from the Public Health Service could not be used for 
administrative purposes. 

Mr. Anprews. No; I do not understand that. 

Mr. E. R. Corron. That is my understanding. That money, of 
necessity, had to be used for research, or investigation of some acid 
mine waste work. That is money that we cannot use for adminis- 
trative purposes. That is also true of any money we get from the coal 
industry. That money will be earmarked and we cannot use it for 
administrative purposes. 

Mr. Anprews. How long has this man been working for $700 a 
month for the Commission? 

Mr. E. R. Corron. Since March. 

Mr. Anprews. What is his name? 

Mr. £. R. Corron. Floyd McCollum. 

Mr. Anprews. What is his background? 

Mr. E. R. Corron. A research chemist. 

Mr. Anprews. And he has been working full time for the Com- 
mission since last March? 

Mr. E. R. Corron. Yes. 

Mr. Anprews. At a salary of $700 a month? 

Mr. E. R. Corron. That is right. 

Mr. Anprews. And he has been paid from a fund that has been 
accumulated by the Commission over a period of 10 years? 

Mr. E. R. Corron. I will have to qualify that. Until July 1 he 
was paid from funds available from the Public Health Service grants. 
Since July 1 it has been from that particular fund. 

Mr. Puiturrs. You have exhausted, according to Mr. Andrews’ 
question, about $5,000 of your reserve already? 

Mr. E. R. Corton. That is right; we have. The reason we have 
is because the Commission felt that the acid mine waste research 
would be of sufficient value to warrant — money into this work. 

Mr. Puiturrs. You expect reimbursement from the coal industry? 


Mr. E. R. Corron. We one that is right. 


Mr. Peiuurrs. Please see that we get the information and we also 
would like to have a table showing from each source the amount of 
appropriation received each year and expenditures made since the 
nae of your Commission. 

(The information requested is as follows:) 


INTERSTATE COMMISSION ON THE Potomac River Basin, 
Washington, D. C., January 7, 1954. 
Hon. Joun 
Chairman, Subcommittee on Independent Offices 
Appropriations of the House Appropriations Committee, 
Washington 25, D. C. 

Dear Mr. Puttuips: In accordance with the request 6f your committee, I am 
enclosing herewith a table showing the total receipts and disbursements of this 
Commission since its creation in 1941. I am also sending you a financial state- 
ment showing the receipts and disbursements which we expect to make during 
the current fiscal year. These estimates are based upon the expenditures to date, 
plus estimates of the expenses for the balance of the year. You will note that at 
the end of the fiscal year, the balance will become slightly less than $1,000. If the 

on is forced to pay the salary of its research chemist during any part of 
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the balance of the present year, this estimated balance will be used up entirely. 
Of course we hope that we will be reimbursed by contributors from the coal 
industry to our acid mine waste research project for all or part of the funds which 
we have expended since July 1. I would like, however, to make it plain that we 
have no assurance that this will be the case and it is possible that we will receive 
no reimbursement at all. 

I would also like to point out that because of the fact that the Commission 
receives its funds from six different sources it has been impossible to have them 
become available as of July 1 of each fiscal vear. It has been our experience that 
these funds have not been deposited with the Commission until several months 
after the fiscal year has started, making it imperative that the Commission have 
a sufficient balance on hand to finance its operation for a period of between 2 and 
3 months and since expenditures from our administrative budget average better 
than $2,500 per month, this means that we must have between $5,000 and $7,500 
on deposit in order to pay salaries and expenses on a current basis. The balances 
which the Commission has maintained over its lifetime have varied considerably, 
depending upon receipts from the States and upon the programs which the Com- 
mission was carrving on. Generally, however, we have attempted to maintain 
a balance of between $5,000 and $7,500 and we have found that where we have 
not done this that it has been necessary to defer payment of salaries and expenses 
until money was received from the signatory bodies. 

In comparing the balances at the end of the year, your attention is called to 
the fact that care should be taken in comparing them as shown in the table, since 
during the past there were several periods where certain of the States did not 
provide their contribution during the year in which it was due, or did not make 
the full contribution in that year although they did assure the Commission that 
it would be forthcoming at a later date, allowing the Commission to make expendi- 
tures in expectation of such payments, thus the balances do not always show for 
any one year the full amount which the Commission believes it had available. 
No such condition prevails at the present time. Further, because of the small 
amount of funds which the Commission has had to operate under, it has sometimes 
been necessary for the Commission to defer employment of some personnel until 
such time as they had sufficient funds to employ them on a regular basis. The 
only sources of income to the Commission have been contributions from the 
States and the Federal Government for administrative purposes and grants to 
the Commission from the Public Health Service for specific industrial research 
projects. The only other source of income to date has consisted of certain miscel- 
laneous income consisting of revenue from the sale of the Commission’s publica- 
tions and from reimbursement from travel expenses from the Commissioners where 
these Commissioners at a later date received repayment of their expenses by their 
official agency. Since it is the understanding of this Commission that the United 
States Public Health Service funds cannot be used for administrative purposes and 
only for industrial wastes research and investigation, these funds have been kept 
separate from the Commission's administrative funds, and are so shown in the 
tabulation. Grants received during the fiscal years 1950, 1951, and 1952, with 
a special grant made during fiscal 1953 for the acid mine waste project, are noted. 
It is our understanding that no further grants will be made available during the 
present year or fiscal 1955. 

Your attention is called to the fact that while balances are shown in United 
States Public Health Service funds for each of the years from 1950 through 1953, 
a portion of these funds, or all of them, were under obligation for work under 
some project. This is particularly true of the fiscal vears 1951 and 1952, where 
further funds were obligated for the acid mine waste research but where payment 
had not been made as of the end of the fiscal year. 

Should, in going over the tables, you find that additional information is neces- 
sary, we will be pleased to furnish it to you. 

ith kindest of regards, I am, 
Sincerely yours, 
Epwin R. Corton, Director. 


Financial statement showing receipts and disbursements, July 1, 1958-J une 30, 1954 
ESTIMATED 


of Columbia 

West V 

Penns 

Uni 


Total opera funds 
Disbursements: si 
Salaries 


Equipment 
Supplies and expenses 
Travel. 


Technical publications, dues 
Contingencies 


ACID MINE WASTE PROJECT 
USPHS: 


Balance June 30, 1953 $1, 168. 72 
Disbursements 1, 168. 


Balance 
Commission funds disbursed for acid mine project July 1- 
Dec. 31, 1953 


Total disbursements, all funds (Commission) 40, 795. 11 
Balance (estimated) June 30, 1954 
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Balance, June 30, 1953_.-........-..-..-.--..-----.-.....--..-. $8, 804 07 
Receipts: 

--- 4,800. 00 
--- 9,000. 00 
.-- 8,600. 00 
--- 8,000.00 
5,000. 00 

Publicity and printing. 1,000. 00 
abo? 100. 00 
Total disbursements. 35, 930. 00 
Po 4, 865. 11 
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Financial statement showing receipts July 1, 1941-June 30, 


June 30, | June 30, | June 30, | June 30, | June 30, | June 30, 
1953 1952 1951 1950 949 1948 
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8 
4 
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Ssess is 
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Office improvements. 
Acid mine project: 


Total disb t 
Balance operating funds 


USPHS for industrial waste in- 
vestigation and research: 


of 


Previo' 


Total funds. 


Tiich 


Balance USPHS funds. 


BPE a pee ote, ay during fiscal years 1945 to 1946. 1945 balance of $3,000 paid during fiscal years 

an 

2 This figure does not a salaries for Acid Mine Research in the amount of $2,728. 

phy yt gi P. H. 8. funds in the amount of $3,946.25. These together with above 
yA eel ¢ — $2,723.96 is included under the item Acid Mine Project in the amount of 


Previous balance..............--....--.--- $6, 822. 29) 
Receipts: 
District of 9,000.00 
West Virginia... 3,600.00) 
Pennsylvania.._......................| 2,400.00 
Federal 500.00 
. 75) 
Total 32, 300. 75) 
Total funds. 39, 123.04 
— — = = = — ——_—— } 
D 
988. 66 11, 512. 18 
1, 797.00 
32 
supplies and expenses................| 1,289.14 } 1, 661. 86 
| 1,044. 50 
Commission travel__.................. 338. 14 494. 45 
Publicity and printing.............__. 499. 69 | 863. 59 
506. 67 407. 88 539. 99 
116. 00 110. 00 0 
Technical publications, dues..________ 111. 50) 66. 50 1 62. 00 
0 
0 0 
mE 30. 318. 97| 26, 671.09] 26, 832.32} 28, 950. 67 18, 246. 40 
8,804.07] 6,822.29) 4,492.38} 2,324.45] 3,473.62) 5,310.72 
2,500.00} 9,000.00) 10,000.00} 8, 000. 0 0 
641. 16) 17, 056. 87) 12,980.27) 8,000.00 0 0 
8,472.44) 9,915.71) 4,923. 5,019. 0 0 
1, 168.72) 7,141.16) 8,056.87] 2,980.27 0 0 
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Financial statement showing receipts and disbursements, July 1, 1941-June 30, 
1953—-Continued 


July 1, 
June 30, 1941- 

1947 1945 1944 May 1, 
1943 1942 


$1, 501. 57 


222 
| 


West Virginia 
Pennsylvania 


tw 


3 Boo SS} 


2.888 


2318 


18, 071. 94 


See eR 


10, 815. 39 
50 


Communications 
Equipment 

Supplies and expenses 
Staff travel 
Commission travel 


& | 


Technical publications, dues 
Contingencies 
Office improvement 

Total disbursements 15, 916. 97) 15, 607. 11, 657.81, 9,901.08) 9, 145, 84 


2,154.97) 1, 501.57) 3, 267.80) 7,031.29) 7, 588. 62 
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—_ for lost check on which payment was stop 


944 balance of $1 50 ald during fiscal Year 104 C0106; 1945 balance of $3,000 paid during fiscal years 
104 1947 and 1947 to 1 
942 balance of $015 paid during fiscal year 1942 to 1943 ($120 of this balance toward staff salaries), 


Previous balance...__.....................| TH) $3, 267. 80) $7, 031. 29) $7, 588. 62) $5,055. 88 0 
4, 500.00) 4,500.00} 00! $3, 000. 00 
Virginia... 3,600.00} 2,400.00) 2, 00} 5 1, 485. 00 
District of 5,400.00) 3,600.00) 3, 00} 3,600.00 
1,800.00} 1, 800.00} 1, 00} 1,800. 00 
Federal Government............._...- 0 0 0 
Miscellaneous 60. 62 341. 72 58 0 
69) 13, 841.72 58} 9, 885.00 
Total 17, 109. 52| 46} 9,885.00 
0, 052. 06 3, 465. 00 
| 
900.08} 206.81 1, 781.03'} 1,031. 75 
1.000. 68 1, 625. 02 | 
Publicity and 430.92) 1, 256. 40 100.00 0 
Meetings. ‘ ; 47. 00) 240. 19) 0 0 
0 
0 
60.00 
hor 
| 4,829. 12 
Balance operating funds............| 055.55 
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Turspay, JANUARY 5, 1954. 


NATIONAL CAPITAL PLANNING COMMISSION 


WITNESSES 


HARLAND BARTHOLOMEW, CHAIRMAN 

JOHN NOLEN, JR., DIRECTOR 

BLAIR LEE III, EXECUTIVE OFFICER 

WILLIAM S. CHEATHAM, GENERAL COUNSEL 

ROBERT M. WATKINS, CHAIRMAN, NATIONAL CAPITAL REGIONAL 
PLANNING COUNCIL 


MARYLAND-NATIONAL CAPITAL PARK AND PLANNING 
COMMISSION 


WITNESSES 


ROBERT M. WATKINS, CHAIRMAN 

J. BOND SMITH, GENERAL COUNSEL 

JESSE F. NICHOLSON, SECRETARY-TREASURER 
C. WARREN GIAUQUE, PLANNING ENGINEER 


Amounts available for obligation 
—, or estimate (obligations incurred): 
1954 


Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 


Total number of permanent positions a 19 
Average number of all euperyess 19 


al 


of 


‘Travel 
Transportation of things 
services 
rinting and reprod 

Otis contractual services 

Supplies and materials_. 
Equipment. 
Refunds, awards, end | indemnities. - 


| 


sears 


$125, 000 
Obligations by activities 
Planning: 
21 
Average salaries and grades: 
— schedule grades: j 
Crafts, protective, and custodial grades: 
01 Personal servicés: 
Regular pay in excess of 52-week 592 
Total personal services_. 112, 328 
200 
162 
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Analysis of expenditures 


Unliquidated obligations, start of year. 
Obligations incurred during the 


Total expenditures. 


Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations 


Mr. Puruiips. We have with us this morning the National Capital 


Planning Commission, which, as we all know, is the successor to the 
National Capital Park and Planning Commission. 

We have as witnesses for the Maryland-National Capital Park and 
Planning Commission Mr. Watkins, Mr. Smith, Mr. Nicholson, and 
Mr. Giauque. We have as witnesses for the National Capital Plan- 
ning Commission Mr. Bartholomew, Mr. Nolen, Mr. Lee, and Mr. 
Cheatham. Mr. Bartholomew, you are the new Chairman of the 
National Capital Planning Commission? 

Mr. Bartno.tomew. That is correct. 

Mr. Puiturps. I presume you would like to make a statement, 


probably following the lines of this statement you have here. Do you 
want us to put this statement in the record? 
Mr. Nouen. Yes. 


(The statement referred to is as follows:) 


Part I. City anp REGIONAL PLANNING 


1. Amount of 

2. Appropriation language c .—Adds authorization to replace the Com- 
mission's 7-year-old automobile. 

3. Statutory authorization.—Section 10, Public Law 592, 82d Congress. 

4. Purpose of appropriation.—To finance the city and regional planning opera- 
tions of the reorganized National Capital Planning Commission and the newly 
created National Capital Regional Planning Council. 

The Commission serves in a dual capacity as the municipal plenoing sqnncy 
for the city of Washington and as the Federal planning agency for the Nation’s 

tal. Its role as “central planning agency” for Federal projects in the city 
and: suburban .counties .puts it in a position to,;avert..confusion and conflicts 
between the Federal agencies on one hand and the local governing bodies on the 
other. (It should be noted that Federal, rather than District, agencies handle 
Washington’s water supply, river and harbor development, acquisition and 
development of parks, construction of Federal public buildings, slum clearance 
and public housing.) The agencies responsible for most of t activities are 
re ted on the Commission or on the staff-level coordinating com- 
mittee. 

5. Justification of funds requested —Planning broadly for the development of 
the Nation's Capital and its environs is an assignment that grows more complex 
as the responsibilities of varied Government agencies impinge on each other 
conflict, or overlap. Therefore, it was the purpose of the National Capital 
Planning Act of 1952 to redesign the media through which general guiding plans 
would be evolved and agreed to, with a view to avoiding costly mistakes in public 
policy and by which differing views and emphasis as to needs could be evaluated 


The experience of the Commission after more than a year of under the 
new act has amply demonstrated that the diverse viewpoints interests involved 
in city planning cannot be reconciled satisfactorily unless the Commission’s staff 
itself includes a reasonably broad range of the technical skills that pertain to those 
viewpoints and interests. 


1953 actual | 1954 estimate | 1955 estimate 

ececccccevesessovesslocesscoccoeess $125, 000 155, 000 

125, 000 162, 000 

Deduct unliquidated obligations, end of year...............-.|...-..---...-- 7, 000 8, 500 
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The Commission requests therefore, and the Bureau of the Budget approves, 
an increase of $30,000 over the budget for the current year. 

Approximately two-thirds of the increase ($19,380) is for three specific items 
that are of extreme importance to efficient operation of the Commission and the 
Regional Council. Two of these are new positions (the only new positions pro- 
posed in the 1955 estimates), which would be established at GS-11 level, with 
salaries of $5,940 each. 

One of these positions is for an associate planning engineer with special qualifi- 
cations in traffic and highway engineering and cost analysis. There is no person 
so qualified on the present staff who can devote the time required, and the need 
is acute. 

The other new position is for an assistant planner who would make the basic 
neighborhood planning studies in the deteriorated sections of the city that are 
likely to be redeveloped under title I of the Housing Act in the future. If the 
general outline of the future redevelopment plan is known in advance, then the 
interim public works, such as schools, playgrounds, and freeways, which will 
frequently precede the actual redevelopment program, can at least be assigned 
locations and dimensions that will fit the future redevelopment. Neighrorhood 
plans are an essential guide for determining zoning policies also. 

The third major item requiring new funds in the 1955 estimates is a non- 
recurring project. During the past 2 years a Chicago firm of land economists has 
been retained by Arlington and Fairfax Counties, Va., and Montgomery and 
Prince Georges Counties, Md., to make economic base surveys of their respective 
jurisdictions. The Arlington project is already finished, and the others will be 
completed shortly. The consultant’s studies for the suburban areas have neces- 
sarily required him to gather extensive economic information about the District 
of Columbia itself. The Regional Council urgently requests Congress to appro- 
priate $7,500 for the specific purpose of expanding and reporting such findings on 
a truly regional basis. Because of the fortuitous cireumstance of the local studies 
already financed by the various counties, a regional study can probably be ob- 
tained at bargain rates. If the consultant were to start such a project without 
the advantage of his county surveys, the overall study might cost up to $100,000. 
While this data is still current and usable, it is believed the regional study can be 
obtained for an estimated $7,500. The information will provide essential basic 
data for the regional plan which the Council is authorized to prepare. In addi- 
tion, it will determine the basis for the encouragement of light industry in the 
Washington area and a consequent spread of the enployment base, which is now 
limited largely to the Federal Government and its supporting commerce and 
service industries. 

The remaining $10,620 of budget increase not represented by the three items 
set forth above is for the following purposes: 

01 Personal services: $8,229 is needed to keep the Commission’s staff of 19 
persons at its present size. This is a restoration of lapses resulting largely from 
the fact that the new positions of regional planner and Chief of General Pienning, 
made possible by the 1954 appropriation, could not be filled for various reasons 
until midway through the current fiscal year. 

02 Travel: The increase of $370 is barely enough to cover the extra cost 
resulting from the fact that the Commission's newly appointed Chairman is a 
resident of St. Louis and must travel to Washington at least twice a month for 
meetings of the Commission and the Regional Council. Other members are from 
Chicago and Pittsburgh. 

09 Equipment: A net amount of $1,200 is intended to cover the purchase of a 
replacement for the Commission’s sole automobile, which will be 7 years old 
shortly after the new fiscal year begins. Repair costs for the present car are 
increasing at an alarming rate. The car is used for inspection trips in locations 
and for periods of time that would make the use of taxis uneconomical. It is 
also used for messenger service involving maps and other bulky parcels. 

Increases and decreases in the other objects are negligible. 


BACKGROUND OF MR. BARTHOLOMEW 


Mr. Patuurrs. Mr. Bartholomew, before you do make a statement, 
it has been the custom of this committee for a long while to put on 
the record a statement from a new commissioner, chairman, or mem- 
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ber of a board as to his background. Will you be kind enough to do 
that for us? 

Mr. Barruotomew. Yes. I shall be very glad to do so, Mr. Chair- 
man. I am a civil engineer by training. y first work was with 
the Army Engineer Corps in the maintenance of New York Harbor, 
and my second engagement after that was with a consulting en- 
gineer in New York City, and while in that office I became in- 
volved in city planning work and after having started in that field 
I have continued for something like 30 years in this field of city 

Mr. Putuuips. Was that in New York? 

Mr. BartHotomew. My first work was at Newark, N. J., where 
I became secretary and engineer of the Commission, and in 1916 
I went to St. Louis in charge of the work for the St. Louis City Plan 
Commission. I have continued from that time up to the present 
time in the service of the City Plan Commission of St. Louis. I am 
known now as a consulting engineer for the Plan Commission of St. 
Louis. In the meanwhile I have organized a private consulting firm 
known as Harland Bartholomew and Associates. 

Mr. Puaruuips. In St. Louis? 

Mr. Barrnotomew. In St. Louis. This firm has undertaken work 
in a very considerable number of American cities, something over 
100 cities in different parts of the country. We have either been 
engaged in comprehensive city plans or in undertaking special studies 
of streets or highways or zoning or park studies or various other 
special phases of city planning work. 

I have been consultant here in Washington since 1920, when I 
assisted the Zoning Commission in the preparation of the early zonin: 
ordinance of Washington. Subsequently, when the National Capita 
Park and Planning Commission was formed in 1926, I became con- 
sultant for that Commission and assisted the Commission in the 
preparation of the first comprehensive plan of this city. In the 
subsequent years I have acted as consultant in preparing some special 
reports and investigations for the Commission, and in 1950 assisted 
the Commission again in the revision and bringing up to date of the 
comprehensive city plan. 

If you would be interested in knowing something more of my 
background and experience, I have a folder I believe in my bag which 
I would be very glad to let you have giving that in some detail. 

Mr. Puiturs. You came prepared, in other words. Mr. Krueger, 
would you like to ask Mr. Bartholomew how to find your way around 
Washington? You have commented on that difficulty, as we all have. 

Mr. Kruecer. I was asking one of the men if he had a duplicate of 
that map that I could carry in my car with me when driving around 
Washington. 

MEMBERSHIP OF THE COMMISSION 


Mr. Puitires. How many other members of the Commission are 
there? 

Mr. BartHotomew. Five citizens, four others besides myself, and 
seven ex officio members. 

Mr. Putures. Ex officio? 

Mr. BarrHotomew. Yes; ex officio being members by reason of 
their office, such as the Engineer Commissioner of the District of 
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Columbia; the Commissioner of Public Buildings; the Commissioner 
of Public Roads; the Director of the National Park Service; the 
Chief of Engineers, United States Army; and the chairmen of the 
District Committees of the House and Senate. A list of the present 
members follows: 


CITIZEN MEMBERS (APPOINTED BY THE PRESIDENT) 


Mr. Harland Bartholomew, Chairman, St. Louis, Mo. 
Mr. Frederick Bigger, Pittsburgh, Pa. 

Mr. Hilyard R. Robinson, Washington, D. C. 

Mr. John A. Remon, Washington, D. C. 

Dr. Joseph D. Lohman, Chicago, II. 


EX OFFICIO 


Chief of Engineers, United States Army, Maj. Gen. Samuel D. Sturgis, Jr. 
Engineer Commissioner, District of Columbia, Brig. Gen. Louis W. Prentiss. 
Director, National Park Service, Mr. Conrad L. Wirth. 

Commissioner of Public Buildings, Mr. W. E. Reynolds,. 

Commissioner Bureau of Public Roads, Mr. Francis V. duPont. 

Chairman, Committee on the District of Columbia, United States Senate, Hon. 
Francis Case (or his designated alternate—any Senate District Committee 
member). 

Chairman, Committee on the District of Columbia, House of Representatives, 
Hon. Sid Simpson (or his designated alternate—any House District Committee 
member). 

GENERAL STATEMENT 


Ber Puiturs. If you would like to make a statement, proceed, 
ease. 
Mr. Barrnotomew. Yes, Mr. Chairman. I might say we appre- 
ciate the opportunity to appear here and to speak on behalf of the 
budget which is proposed for the forthcoming vear for the Planning 
Commission. 

Mr. Puitures. What is vour total request? 

Mr. Barruo_omew. $155,000 apart ions the park items. 

Mr. Making $700,000? 

Mr. Barruotomew. Yes, that is correct. The amounts, as shown 
in the justification, are $155,000 for planning and $545,000 for land 
acquisition, totaling $700,000. 


FUNCTIONS OF THE COMMISSION 


First I wish to say that in accordance with the first desire of Con- 
gress and the administration for economy, the budget that is here 
resented is the same that was presented in the President’s budget 
ast year. Before discussing in detail the items in this budget, I 
should like very briefly, with your permission, to make a prefatory 
statement as to the function of the Commission in this matter of city 
planning, which is a relatively new function in municipal government. 

Because of the rapid growth of the city in recent years and the 
extraordinary changes taking place in the physical form and character 
of the city, there is a growing need for a more carefully prepared and 
clearly defined city plan. Reduced to its simplest terms, this matter 
of the city plan has what might be called three principal requisites. 
One is the preparation and adoption of an official plan, which is 
normally comprised of about 16 parts. 1 have a statement here which 
outlines those 16 things, if you might wish to refer to them sometime, 
in a paper which I prepared 2 or 3 years ago. 
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Secondly, the regular day-to-day administrative review of all pro- 
— improvements as to their design and conformity to the official 
plan. 

And third, the preparation of an annual capital budget such as 
i for—in fact, all three of these things are specifically provided 
or—in all State enabling acts and in the reorganization act which 
was passed by Congress for this Commission a year ago, and under 
which we are now functioning. 

Here in the Washington area the functioning and activities of a 

lanning commission are quite a little different from what they would 
3 for example, in the average American city such as Kansas City or 
Minneapolis, because actually here the Commission is performing 
four functions instead of the single function of a planning commission 
in the cities that I mentioned. This Commission, under the revised 
act and in part under the former act, functions as a planning commis- 
sion for the District government. It also functions as a planning 
commission for the Federal Government in the metropolitan area in 
improvements of a Federal nature. Third, it now is undertaking to 
work with and through its budget to provide the funds for the new 
Regional Planning Council, which was set up by the reorganization 
act a year ago. And fourth, of course, we have the function of a 
park commission so far as the acquisition of land is concerned for 
parks and playgrounds, as provided under the Capper-Cramton Act. 

Mr. Purturps. Inside the District or outside the District? 

Mr. Bartuotomew. Both. Those four functions really impose a 
very considerable burden both on the Commission and on its staff, and 
as one with considerable experience in this field I would say very 
frankly that the Commission is very grossly understaffed, but we are 
not here for the purpose of discussing that with you gentlemen this 
morning because, as I said previously, the Commission is very desir- 
ous of not attempting to go contrary to the present program of econ- 
omy induced by military needs and for the limitation on civilian con- 
struction and civilian activities at this time. 

Mr. Putuurps. As a matter of fact, Mr. Chairman, those are not new 
functions; that is, this combination of functions is not new. 

Mr. Bartuotomew. The Regional Planning Council is, the others 
are not; that is correct. Three of those functions were under the 
earlier act, but the Regional Planning Council’s obligation for the 
preparation of a regional plan and the budget requisites for the staff 
ej functions of that Council do come under our budget. 

Mr. Pururps. Proceed, keeping in mind this is not the committee 
that decides whether there should be planning but merely how much 
money is needed. 

Mr. BartHotomew. That completes my prefatory statement. 

With reference to the specific items in the budget, in essence the 
changes that appear here or that should be discussed and which we 
wish to discuss with you are five in number. 


PERSONAL SERVICES 


The first has to do with an item of $8,000 for a 12-month period of 
service by the two positions added last year, the chief of general 
lanning and the regional planner. Because of timing in last yeor’s 
Coane, funds were provided for those two men for a 6-month period 
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only and of course now our funds should provide for their continued 
employment on a 12-month basis. 

Mr. Puruurrs. Is that the item of $8,229? 

Mr. BarTHOLOMEW. Yes. 

Mr. Pamurrs. On page 7 of the mimeographed paper? 

Mr. BarTHoLomew. Yes. 

The second item has to do with two additional men at the GS-11 
level, a total sum of approximately $12,000. That is the item of 
$11,880 shown in the justifications. 


ECONOMIC BASE SURVEY 


The third is a nonrecurring item for undertaking an economic 
base survey for the District of Columbia similar to the 2 which have 
been prepared recently, 1 in the Arlington-Fairfax area and 1 in the 
Montgomery-Prince Georges County area. Normally this item would 
be a very large and expensive undertaking, but it would seem appro- 
priate at this time, now that those two have just been completed, to 
round out the base survey for the entire metropolitan area as a basis 
for use by the Regional Planning Council. 

Mr. Puiuuirs. | confess to not understanding that. Will you make 
it clearer? 

Mr. BarTHOLOMEW. It is normally referred to in planning termi- 
nology as an economic survey. It is an analysis of employment and 
the different forms of employment of the population within an urban 
area. 

Mr. Puiturrs. Did you speak of one being in Alexandria? 

Mr. Bartnotomew. No, in Arlington and Fairfax Counties. 
Arlington and Fairfax Counties were the first to initiate the study 
and it was undertaken with a view to determining their base of 
employment. In other words, it was to see if there were any ways 
and means of strengthening their base of employment. 

Mr. Puriures. Are not Arlington and Fairfax Counties both in 
Virginia? 

Mr. BartHoLtomew. Yes. 

Mr. Puiuures. Why should not Virginia pay for that survey rather 
than the District of Columbia? 

Mr. Bartruotomew. They did. A survey was completed in Arling- 
ton and Fairfax Counties. Subsequently a survey was made in the 
Maryland portion for Montgomery and Prince Georges Counties, and 
there has been no completion of a similar study up to the present time 
for the District of Columbia. Several agencies within the District 
have urged that it be done and it is very properly a function of the 
Regional Planning Council and the cost is very, very low compared 
to what it would be if those two other surveys had not been made. 

Mr. Puiturres. Am I correct in saying there are changes or shifts 
of population being made at the present time? 

r. BartHoLomew. That is correct. 

Mr. Puiurps. If that survey were made in 1955, would it be of 
value in 1956, or had you better wait until 1956 to make it when the 
settling down process has been completed? 

Mr. Bartuo.tomew. There is no certainty that it will be settled in 
1956, and it is customary to make the entire survey at one time insofar 
as possible. It would seem to use appropriate to supplement the 
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two studies just completed. I understand the Virginia survey has 
been completed, although I have not received a copy, and that the 
Maryland survey will be completed shortly. Mr. Watkins, chairman 
of the Maryland-National Capital Park and Planning Commission, is 
here and can tell you about the progress of that particular study. 

Mr. Puriuips. My question was based on an observation as I drive 
around the town of what seems to be a marked change or shift in the 
pepenntien There are for sale signs in certain areas and houses are 

eing built out where they were not built before. It seems to me if 
ee go to work in 1955 with a survey of the District you would not 

ave an accurate survey if there is a shifting of population. You 
will notice I say, “If there is a shifting of population.’ 

Mr. Yates. What does this survey propose to do? 

Mr. BartHotomew. It analyzes employment, the number of people 
employed in each field of activity, and then makes an appraisal as to 
whether there should be additional emphasis on certain types of in- 
dustrial or commercial activity that would enlarge the base of em- 
ployment. 

Mr. Tuomas. Mr. Chairman, I read this report on the results of 
this study in the Washington papers several weeks ago. The Cham- 
ber of Commerce and Board of Trade of the District of Columbia 

icked it up and began to sharpen their teeth, and they thought 

ashington would be the base of perhaps a chemical industry or 2 or 

3 other things. I am wondering if we are not getting far afield here. 

Are we trying to a the District of Columbia into an industrial 

center? t us be frank with each other. Is it the purpose to buy 

land for parkways, or do we want to invite industries to come to town? 
I am not being critical. I am just spelling it out to you. 

Mr. BartTHoLomew. Perhaps I can point that up in another wav 
that will make it more evident as to its usefulness in connection wit 
planning. One of the important parts of a plan is zoning. As we 
come to study the economic base more carefully we have a more 
precise understanding of the volume of business that would be done 
and the amount of land that should be set aside for commercial activ- 
ities as well as for other types of land use that are disclosed by the 
trends shown in the economic survey. For example, every city plan 
ought to be revised every 10 or 15 years, and the economic base as a 
part of that plan ought to be revised every 10 or 15 years in order to 
ascertain the trends that are going on within the area. The things 
you speak of, Mr. Chairman, as taking place, I believe are merely a 
trend that will be accentuated, and my view is that it will not end in 
1 year. I have been through two complete economic cycles within 
which we find ‘For rent” signs appearing in larger and larger numbers. 
In the central area of my city of St. Louis we reached the point at one 
time about 1934 when we had a vacancy of something like 23 percent 
in the dwelling units in the central area of the city. That occurred 
also in 1916 prior to the First World War, and then it reached a point 
where all these were filled during the early twenties, and then we built 
new dwelling units until the vacancy began to appear again, and then 
after the thirties we again went through a completion of the economic 
cycle where we had a very great shortage, less than 1 percent vacancy. 
Now that vacancy is appearing again and I look for it to continue for 
a period of some little time. e will eventually reach the point 
where new building will probably fall off as that vacancy increases 
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until we again go into an upturn in the economic cycle. The study 
of the economic base in a city has value in the planning of public 
facilities, in the planning for redevelopment, and in the zening which 
is undertaken. The reflection may be indirect but it is one of the 
things that is of value in helping to keep a comprehensive plan up to 
date and in a proper balance. 


PERSONAL SERVICES 


Mr. Puituies. Let us move along a little more rapidly on the 
money. You want approximately $11,880 for two positions at the 
GS-11 level which you do not have now? 

Mr. Bartuotomew. Those are two new positions. 

Mr. Puiuuips. Those are new positions? 

Mr. BartHotomew. Yes; $7,500 is for this economic base study 
for the District. 

Mr. Puiturps. And $8,229 is to keep the staff at its present level, 
which includes two positions which as I remember were disallowed 
and put in on the Senate side? 

Mr. Bartuotomew. That is correct. That is for the regional 
planning, chiefly. 

AUTOMOBILE 


Mr. Puitures. You want a new automobile. 

Mr. BarrHotomew. We have two new items. One is for replace- 
ment of a very ancient automobile. 

Mr. Purtuips. How long have you had the car? 

Mr. BartHoLtomew. Seven years. 


TRAVEL 


The fifth and last item is a slight increase in the travel item for 
members of the Commission. We have three out-of-town members, 
and the cost for their travel has gone up slightly. 

Mr. Puiures. For that you want an increase of $370? 

Mr. BarrHoLtomew. Yes. 


LAND AcQUuISITION 


Mr. Puturrs. Now go to “Land acquisition”’ and tell us about that. 

Mr. Bartuotomew. I would like to have Mr. Nolen explain that, 
if he will, and then perhaps Mr. Blair Lee may add to Mr. Nolen’s 
statement, and I also wish to say that that matter can be discussed 
at further length by Mr. Robert Watkins, Chairman of the Maryland- 
National Capital Park and Planning Commission, who is also here. 
We will insert the written justification at this point. 


Part II. Lanp AcQuisITION 


1. Amount of estimate, $545,000.—Breakdown according to sections of Capper- 
Cramton Act: 


Sec. l-a. George Washington Memorial Parkway _-- --------------- $135, 000 
Sec. 1-b. Maryland stream valley parks 126, 000 
See. 1-c. Virginia stream valley parks____- None 
Sec. 4. District of Columbia parks, parkways, and playgrounds 
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2. Appropriation language.—Routine changes to cite the sections of the Capper- 
Cramton Act under which appropriations were not made in fiscal year 1954 but 
are requested for fiscal year 1955. 

3. Statutory authorization.—Act of May 29, 1930 (46 Stat. 482) as amended by 
the act of August 8, 1946 (60 Stat. 960) and known popularly as the Capper- 
Cramton Act. 

4, General justification.—The financial provisions of the Capper-Cramton Act 
were designed to permit, in fact encourage, the expeditious acquisition of such 
lands as are necessary and desirable for development of the National Capital 
park, parkway, and playground system in accordance with a carefully balanced 
plan. In response to directives of the Bureau of the Budget, the 1955 program 
omits a number of highly desirable projects. It contains only five projects, all 
of which can be justified under any reasonable standard as necessary. Four of 
them, located in nearby Maryland and Virginia, have the common characteristic 
of being missing links between existing parkway sections. Even if Congress were 
disposed to repeal the Capper-Cramton Act, it would feel compelled by sound 
business principles to provide for these four units, without which the existing 
investment would be depreciated. The fifth project is a part of the District of 
Columbia's contribution to the current Southwest redevelopment. 

5. Justification of individual projects. 


Section 1-a—George Washington Memorial Parkway 


Authorization 
Appropriations to date 
Unobligated balance on hand 
Appropriation requested 


The parkway is designed to extend up and down both sides of the Potomac 
River from Great Falls to Mount Vernon on the Virginia side and to Fort Wash- 
ington on the Maryland side. It will contain a controlled access roadway; the 

rtion from Mount Vernon to Spout Run above Key Bridge 1s already in place. 

e Commission’s 1955 estimates are: 

Fairfax County, Va., $110,000: Acquisition of tne Virginia portion of the park- 
way is complete or being comrleted from Mount Vernon at the southern end to 
Route 123 above Chain Bridge. The requested appropriation is for the secona 
unit in Fairfax County, which will run from Route 123 (the Leesburg-Georgetown 
Highway) to the large parcel (more than a mile of river front) already in public 
ownership adjacent to the Bureau of Public Roads Research Center. Thus the 
1955 appropriation will extend the parkway to the site of the ‘‘outer belt route’’ 
and the Cabin John Bridge. The United States share in the cost of this unit will 
be matched on a 50-50 basis by funds contributed jointly by the State of Virginia 
and Fairfax County. 

Montgomery County, Md., $25,000: Prior contributions by the United States 
to this project, amounting to $448,000, have resulied in acquisition of about 80 
percent of the parkway in Montgomery County. The primary purpose of this 
appropriation is to acquire a strategically located parcel of land that links the 
George Washington Memorial Parkway with the Little Falls Branch Parkway 
adjacent to the Dalecarlia Reservoir. The owner is ready to develop, but will 
sell if the Government can purchase without undue delay. 


Section 1-b—Ezxtension of stream valley parks into Maryland 


Authorization 
Appropriations to date 
Reimbursement to date 
Unobligated balance on hand 
Appropriation requested 


The purpose of this section of the Capper-Cramton Act was to encourage 
Maryland to extend into its jurisdiction the stream valley parks of Washington. 
The form of the encouragement was a one-third Federal grant for the cost of land 
acquisition and an interest-free loan of the other two-thirds. Now that the tax 
base of the surburban Maryland counties has become firmer and in view of the 

ressing need for Federal economy, appropriations cover only the one-third grant. 
‘or 1955, estimates are limited to two projects which link up existing sections 


of parks. 
nit 1, Little Falls Branch Park, Montgomery County, $50,000: This unit 
extends from MacArthur Boulevard to Massachusetts Avenue and will complete 
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the entire Little Falls project by linking the existing unit 2 (Massachusetts Avenue 
to Bradley Boulevard) with the George Washington Memorial Parkway along the 
Potomac River. Little Falls Branch Park is designed for a limited-access road 
(not a Federal project) to relieve congestion on Wisconsin and Massachusetts 
Avenues and River Road. Land acquisition is urgent because a real-estate firm 
has assembled virtually all of the parcels of land in this valley with the evident 
intention of enlarging the adjacent community of Westmoreland Hills. 

Unit 2, Paint Branch, Prince Georges County, $76,000: This unit will unite 
Anacostia Park with unit 1 of Paint Branch Park north of Metzerott Road, near 
the Baltimore-Washington Boulevard at College Park. Almost half of its length 
runs parallel to the boulevard and generally constitutes the undeveloped rear 
portion of the commercial properties that face the boulevard. Encroachment by 
these commercial interests has already taken place and will soon reach the creek 
itself. Further east, the park unit is threatened by extension of the Lakeland 
residential development. If this section is lost the existing unit north of Metze- 
rott Road would lose most of its value. 


Section 4—District of Columbia parks, parkways, and playgrounds 


Authorization 

Appropriations to date 
Reimbursements to date 
Unobligated balance on hand ! 
Appropriation requested 


1 It is anticipated that this balance will be virtually eliminated by the end of the current fiscal year. 


The Commission is the purchasing agency within the District of Columbia for 
parks and parkways, which are subsequently operated by the Interior Depart- 
ment, and playgrounds and recreation centers, which are assigned to the District 
of Columbia Commissioners. By thus centralizing responsibility for planning 
and purchasing, the Capper-Cramton Act strove to secure an integrated and well- 
balanced park and recreation system for the Capital City. The financial benefit 
to the District of Columbia under this act is the advantage of acquiring before 
values reach their peak and the fact that there is a brief time lag between the 
Federal appropriation and the District reimbursement, during which the District 
has an interest-free loan of the funds. Reimbursement is 100 percent. 

Southwest gt eree: Sixth and I Streets SW., $284,000: The five projects 
for which the Commission unsuccessfully sought funds in the 1954 estimates 
have been deferred with regret in order to make way for the proposed Southwest 

layground, which is a major feature of the current redevelopment program in 
uthwest Washington. 

The slum clearance program is being financed under title I of the Housing Act 
of 1949, which provides (sec. 104) that every contract for capital grants shall 
require local grants-in-aid equal to one-third of the aggregate net project costs 
and (sec. 110) that such local grants-in-aid shall include “the provision, at their 
cost, of parks, playgrounds, and public buildings or facilities * * * which are 
primarily of direct benefit to the project and which are necessary to serve or 
support the new uses of land in the project area in accordance with the redevelop- 
ment plan.” 

The redevelopment plan for Southwest project area C includes a new elementary 
school to replace the antiquated Greenleaf and Amidon Schools, and an adjacent 

layground, and, in a different section of the project area, a neighborhood park. 

e District of Columbia’s 1955 budget will provide for the school (estimated 
to cost $1,060,000), but the responsibility for securing appropriations for the 
playground and neighborhood park rests with this Commission. The District of 
Columbia will receive full credit for them as local grants-in-aid since the District 
is required, under section 4 of the Capper-Cramton Act, to reimburse the United 
States for all park and playground acquisitions within the District. 

The Commission is advised by the District of Columbia Redevelopment Land 
Agency, which is the administrative body in charge of the slum clearance program, 
that the municipal contribution of the elementary school and playground is 
needed in fiscal year 1955. The Land Agency would also prefer to have the 
neighborhood park (estimated to cost $205,000) included in the 1955 estimates, 
but it concedes that this project could be deferred to 1956 without serious harm 
to the overall program. Consequently, the Bureau of the Budget and the Com- 
mission have agreed to defer the neighborhood park to the 1956 estimates and to 
include only the more urgent playground in the 1955 estimates. 
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Cost of land acquisition, $26,450: This item is an expenditure limitation rather 
than an additional appropriation. It includes the cost of surveys, appraisals, 
title examinations, office expenses, and the personal services of a land purchasing 
officer and one clerk-stenographer. The proposed expenditure for personal 
services is $9,720, which will be a reduction for the third year in a row, as follows: 
1952, $12,960; 1953, $12,402; 1954, $11,841; 1955, $9,720. 

Mr. Noten. Our budget this year for land acquisition is one of 
the lowest in recent years, $545,000. 

Mr. Puiturrs. You mean one of the lowest requests, but not 
lowest appropriation. 

Mr. Noten. That is correct. It is broken down into three items: 
Under section 1-a of the Capper-Cramton Act, $135,000, for the 
George Washington Memorial Parkway; under section 1—b, for Mary- 
land stream valley parks, $126,000; and under section 4, for District 
of Columbia parks, parkways, and playgrounds, $284,000. 


GEORGE WASHINGTON MEMORIAL PARKWAY 


Mr. Puivures. That is easterly on the George Washington Memorial 
Parkway? Show us where that is on the map. 

Mr. Noten. We have shown these on the map. The section 1-a 
items are part in Maryland and part in Virginia. 

Mr. Puiturres. Put your pencil on Key Bridge. 

Mr. Noten. Right here. The District line is here. The Potomac 
River is here. Both of these items, 1 in Maryland and 1 in Virginia, 
are just above the District line in Maryland and above the Arlington 
County line in Virginia. 

Mr. Puriuurrs. Where is Chain Bridge? 

Mr. Noten. Here. Little Falls is here. 

Mr. Puitires. You mean the intent is to continue the parkway on 
the District side of the Potomac River at the Chain Bridge? 

Mr. Noten. That is right. 

Mr. Puttutres. Where the road ends and you have to go across the 
ps if this were bought and developed you could go straight ahead 

ere? 

Mr. Noten. That is the eventual plan. We have the land for that. 
The land in this estimate is for making the connection to Little Falls 
Branch Parkway. This is the Federal portion of the connecting 

roject. 
- Ss Virginia we are closing the gap between the land being acquired, 
with what we secured last year, in Fairfax County and the existing 
ownership from the old Leiter estate. That will permit the parkway 
road to extend upstream and cross at Cabin John Bridge. 


MARYLAND STREAM—VALLEY PARKS 


Under section 1b we have two projects. One is the Little Falls 
Branch Parkway shown from MacArthur Boulevard to Massachusetts 
Avenue. That closes the gap with a unit previously acquired above 
Massachusetts Avenue. 

The other project is in Prince Georges County and again closes the 
gap between a previous acquisition east of Baltimore Boulevard and 
this acquisition made west of the boulevard some years ago. 

These two projects were considered in consultation with the Mary- 
land Commission as being the most urgent of all projects. 
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Mr. Pariuirs. We do not own any of the land marked in red that 
you pointed out? 

Mr. Noten. No, sir. I might say these items are for only one-third 
of the total cost because the Federal Government contributes one-third 
and Maryland pays two-thirds. 

Mr. Putuurrs. I presume also you want no publicity to the fact 
you would like to buy this, or does it make any difference? 

Mr. Noten. I do not think it makes any difference in this case. 
Mr. Watkins might express himself on that. 


DISTRICT OF COLUMBIA PARKS, PARKWAYS AND PLAYGROUNDS 


The section 4 money is for a portion of a square west of Fourth 
Street designed to coordinate with the acquisition being made by the 
District of Columbia for a school, and is in conformity with our 
present redevelopment plan for the entire Southwest section. This 
acquisition will be used as a credit for the District for its contribution 
against which it secures Federal grants for the redevelopment area. 

Mr. Puiuures. Put your pencil on the general area that the 
playground will serve. 

Mr. Nouen. It will serve this area here. 

Mr. Puruurps. Where is the South Capitol Bridge? 

Mr. Noten. Right over here. Here is Third Street, and here is 
Fourth Street. Generally speaking it serves the area west of Fourth 
Street, the business street. 

Mr. Puriurps. That is all built-up territory? 

Mr. Noten. That is all built-up territory. It will be a eredit 
because of this grant provision that I mentioned that the District 
gets in connection with redevelopment. 

Mr. Puiuuips. Proceed. 


OVERALL PLAN 


Mr. Nouen. I would like Mr. Lee to pick up here on the justification 
for individual items. We have maps which show what the projects 
are. We have this general map which shows the progress being made 
on the overall plan adopted by the two commissions in 1932. The 
two red areas are those proposed to be acquired under this budget. 

Mr. Putuurrs. What is the orange? 

Mr. Nowen. Those are builtup areas. These two areas to be 
acquired are now completely surrounded by developed territory. 

Mr. Puiuups. That diameter is about 10 miles beyond the District 
limits? 

Mr. Nouen. Yes. 

Mr. Puriuiprs. Does anybody else on the committee want to look 
at those? 

Mr. Nouen. That boundary is the Maryland General Assembly’s 
definition of the boundary of the metropolitan area. 

Mr. Puruiips. Suppose we ask the members of the committee if 
they want to ask any questions about this particular map. 
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CAPPER-CRAMTON ACT 


Mr. Yares. What is the ultimate cost proposed? 

Mr. No.en. $4.5 million is the limit, of which over $2.5 million has 
already been and spent. 

Mr. Puriurrs. That is the authorization. Under what bill? 

Mr. Noten. The Capper-Cramton Act. 

Mr. Yates. When was that passed? 

Mr. Nowen. 1930. 

Mr. Yares. Is any revision of the amount necessary in order to 
meet the present plan? 

Mr. Noten. In 1946 there was an amendment to that act adding 
certain areas subsequently deemed to be desirable. One of these is 
included in this budget request. 

bmg Yates. Have there been any changes in the original plan of 
1930? 
Mr. Noten. No substantial changes. 


APPROPRIATIONS AND AUTHORIZATION FOR LAND ACQUISITION 


Mr. Puituirs. Beginning on page 8 you have a general request on 
the top of page 8 and on pages 9 and 10 you have the breakdown of the 
authorization in each case, the amount appropriated to date, the 
unappropriated balance, and the amount requested. This authori- 
zation, is that only the Federal authorization where you say $7.5 
million authorization? Does that include Maryland or Virginia 
property? 

Mr. No. 


Mr. Putturps. We could spend $7.5 million and we have appro- 
priated $1.5 million? 

Mr. Nouen. We will never request the full amount of the authori- 
zation for the George Washington Memorial Parkway‘ because it is 
now a mere ribbon. In Maryland the appropriations to date are 


$2,558,300 of $4.5 million. 

Mr. Puiuuips. That is on page 10? 

Mr. Nouen. Yes. My opinion is—Mr. Watkins may have a 
different view on this—that we will either lose the opportunity to 
carry out the remainder of the plan or be able to do it within the 
authorization. 

Mr. Putuurrs. I do not understand that. You mean we will either 
be able to do it within the $4.5 million or not do it all within the $4.5 
million? 

Mr. Noten. That is right, because we would not want to buy land 
already built up. 

Mr. Putuuips. Does somebody else want to testify on that? Mr. 
Lee, do you want to say something? 


BUDGET RESTRICTED TO CONNECTING PRESENTLY OWNED PARK AREAS 


Mr. Lex, Just a few words. Mr. Nolen has’covered this matter 
almost completely. There is one important point in the program for 
Maryland and Virginia in respect to which this year’s estimate is 
unique and unlike anything we have brought to you before. There has 
been some uncertainty both here and in the Budget Bureau as to the 
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future of the Capper-Cramton Act. Consequently, we have restricted 
this year’s estimates in Maryland and Virginia to park areas that 
connect the main body of existing parks with isolated units already 
in public ownership. For instance, in Fairfax County, Va., this little 
rtion here running from the Arlington County line to the Leesburg 
oad is being bought with the appropriation made to us last year. 
Then there is a missing link between that and this stretch of more 
than 1 mile along the riverfront which the Commission acquired many 
years ago in a windfall; I believe it was an RFC liquidation. It 
would appear that any reasonable application of business sense sug- 
ests joining those up. So regardless of whatever future course may 
Cs taken, at least there will be a coherent stretch of parkway from 
Mount Vernon to Cabin John. 

Mr. Puiuuips. What are the lines in the northwest section? 

Mr. Lez. That is the relocation of United States Highway No. 240. 
The main line comes down the valley of Cabin John Branch to the 
Potomac River where it will pick up the George Washington Memorial 
Parkway, and, until the parkway is built, it will have to use Mac- 
Arthur Boulevard, which is a rather sorry piece of road. Also flowing 
into the George Washington Parkway is Little Falls Branch Parkway. 
The Maryland Commission already has acquired unit 1 extending from 
the heart of Bethesda at Bradley Boulevard to Massachusetts Avenue. 
The largest part of that was also a windfall. An act of Congress 
about 2 years ago transferred a piece of surplus Agriculture Depart- 
ment property which is now incorporated into the parkway. The 
ating now is to link up the already acquired portion of Little Falls 

ranch Parkway with the George Washington Memorial Parkway 
along the river. In this stretch we are confronted with a threat. 
The land shown in red between Massachusetts Avenue and MacArthur 
Boulevard about 3 years ago was in 8 or 10 ownerships. Since then 
it has all been assembled into one ownership by a very prominent 
Washington real-estate company. Off the record. 

(Discussion off the record.) 

Mr. Ler. I understand they are ready and willing to deal with the 
Maryland Commission in this matter. They are interested in having 
a parkway if it is not held up too long. If it is held up indefinitely, 
they will use the land for other purposes. 

en you get to MacArthur Boulevard at this point, that is the 
boundary line between Maryland responsibility for acquiring park 
lands under section 1—b and our responsibility under section 1l—a. 
This parcel of 15 acres represents the bulk of the $25,000 item we 
have in this year’s estimate for the George Washington Memorial 
Parkway in Maryland. It is again entirely in one ownership. The 
owner last year requested the Montgomery County Council for a 
combination of industrial and apartment zoning. By the grace of 
God he was turned down by the council; otherwise that whole park- 
way would have been out of the window. He has been in our office 
twice in the last 6 months and he is willing to sell if we do not hold 
him up forever. 

Mr. AnprREws. How many owners are involved in that red strip? 

Mr. Les. There is only one owner in this strip here and a separate 
one here. 

Mr. AnDREws. Two? 

Mr. Lez. Yes. 
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Mr. Anprews. And if given the funds you can get all of that 
Mr. Lee. Yes, and the Maryland Commission is ready to come up 
with matching funds. 

#4 Anprews. How many owners are involved on the Virginia 
side? 

Mr. Ler. I think 8 or 10. That is an area which in recent years 
has become a happy hunting ground for people who want to build 
large estates, and frequently we have had to move the location of this 
stretch of the parkway to avoid recent residential developments. If 
a man builds a $75,000 house out there, we will not go through his 
kitchen, obviously, so we shove it over. 

nee Anprews. You say there are 8 or 10 owners on the Virginia 
side? 

Mr. Ler. Yes; some small and some larger. 

Mr. Anprews. That is what you are asking the $110,000 for? 

Mr. Ler. Yes, and it will be matched with $110,000 from Virginia. 
We had a letter last week from the commissioner of highways in Rich- 
mond who told us he was putting in the budget which goes to the 
General Assembly of Virginia, which convenes next week, a request 
for the matching funds, and he is pretty certain he will get it. 

Mr. Anprews. By our giving you $110,000 and $110,000 by Vir- 
ginia, can you close the deal for all the property? 

Mr. Ler. Yes. 

Mr. Anprews. How many owners are involved in Maryland? 

Mr. Ler. In Prince Georges there are more owners involved. 

Mr. Gravuque. I imagine 20 or 25. 

Mr. Len. Some of which are very small parcels and others will be 

er 


larger. 

Nir Warktins. $126,000 is what we need from the Federal contri- 
bution, which represents one-third of the amount required. 

Mr. Anprews. If you buy the property shown by those red spots, 
will that compléte your program? 


Mr. Ler. It will not complete the entire program, but it will fill 
in all the missing links. The Paint Branch unit is also for the purpose 
of joining up existing holdings. This is the Anacostia River Park 
from this point on to the south through the District of Columbia. 
Paint Branch is one of the two streams that merge to form the 
Northeast Branch of the Anacostia. 

Up here above Metzerott Road is the present unit 1 of Paint 
Branch Park, which has already been acquired, and which, of course; 
will go to waste if we do not fill in the missing link there. 

Mr. AnpreEws. It will complete the overall? 

Mr. Ler. It will complete the critical part. 

Mr. Yares. Is the price of land going up? Has it gone up in the 
past 2 years? 

Mr. Ler. It has been fairly stable in the last year or two. Before 
that it went up constantly. 

Mr. Warkins. The building activity is leveling off, but the prices 
are still up. 
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DISTRICT PLAYGROUND 


Mr. Lee. On this little project down in southwest Washington, the 
justifications, I think, make the problem clear, but I want to make 
sure that it is understood. This is something that is really beyond 
our control. We had to eliminate from these estimates a number of 
other projects we would have liked to have come to you with because 
of the timing of this southwest redevelopment project which is, of 
course, a title I operation. It is completely beyond our control. 

The money that we have asked you to appropriate will be reimbursed 
100 percent by the District government to the Federal Treasury. 
It counts as a part of the one-third municipal contribution to the 
redevelopment program; consequently, it is serving two purposes at 
the same time. 

Mr. Tuomas. You have made a very good statement. 


MARYLAND STREAM-VALLEY PARKS 


Mr. Warkins. As chairman of the Maryland-National Park and 
Planning Commission, I would like to state very briefly we sorely need 
$126,000 on the Maryland side to pick up the land that is in danger 
of building encroachment. We need to pick it up forthwith. For 
instance, one tract is the airport tract, so-called, in College Park. 
There are on the boards of our planners a preliminary subdivision 
plan for the development of that section. Now, it separates the 
continuity of the park system if we allow it to happen. Through 
the original Capper-Crampton Act, the Congress, througn the 
National Capital Planning Commission, formerly the National 
Capital Park and Planning Commission, gave us outright one-thrid. 
You loaned us two-thirds interest free for 8 years. The system 
worked. The planning was good, we think, and we have kept our 
commitments and have repaid to the Federal Government every cent 
we borrowed as it became due. 

However, we are willing now, and are prepared, to raise the two- 
thirds locally. We have the authorization for it, and if we can get 
the money needed for the purchase of strategic lands now, we can 
go ahead with this program and preserve the integrity of the park 
system. That applies to the two regions, both Montgomery and 

rince Georges. 

I feel, sir, as though you know the story here, and it is not necessary 
for me to elaborate on what has been said already. However, we 
would like to go ahead with the program as quickly as we can. We 
would like a reaffirmation of faith in it. We made this agreement 
back in 1930—President Hoover for the Federal Government and 
Governor Ritchie for Maryland signed the agreement. We have been 
trying to complete the program ever since. We can see daylight. 
We would like to have you people make it possible for us. We would 


like for you people to give us this modest, meager appropriation this 
time so that we can clean up the deal completely, either with a new 
agreement, or through some other arrangement, 
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Mr. THomas. | I interrupt, Mr. Watkins? You are a very able 
and sincere man and you always make a good statement. I do not 
remember—Do you have the right of condemnation? 

Mr. Warkins. Yes. 

Mr. Tuomas. How often do you use it? 

Mr. Warkins. We used it unsuccessfully in one major instance on 
the Anacostia River. The court came in with a $46,000-plus allow- 
ance when we had $15,000 for the purchase, and ultimately by getting 
together we settled for $33,000 approximately. 

r. Tuomas. When you go to acquiring land you have plenty of 
ree gpa “X,” with a little tract of 2 acres knows that you have to 
ave it. 

Mr. Watkins. May I make a statement about dual interests served 
in this? For instance, 73 percent of the land that will ultimately 
be acquired for a flood-control project on the Anacostia River is owned 
by the Maryland Commission. it does not destroy the park in any 
sense. It will open it up. That is something that has accrued. It 
was not contemplated, understand, but we are going to profit im- 
measurably by virtue of the fact that we have that 73 percent—going 
up from the Peace Cross area. 

Mr. Anprews. You want $126,000? 

. Warxins. Yes. 

: Anprews. To close out the Maryland tract? 

. Warkrins. Exactly what Mr. Lee was talking about. 

. ANprEws. How much will the State put up? 

. Warxkins. We will put up twice that amount, $252,000. 

. Anprews. If that property is acquired, what do you plan to 
do with it? Will you build a ‘ote Hin through there? 

Mr. Warkrns. We do not intend to build a highway along Paint 
Branch. If you care to go into that aspect of it, I can say that in 
some places fetvavs in the parks do serve the interests of the park 
and of the people. 

Mr. AnpreEws.- Do you have plans for the use of that land if you 

et it? 
. Mr. Warxrins. Yes. We want park land. We will open up 
recreation areas. 

Mr. Puiturrs. How do you get to the areas without a highway? 

Mr. Warkins. There are crossing areas and small park roads. I 
thought that you were talking about a major highway. 

Mr. Leer. The line running through the middle of it [indicating] 
is old United States No. 1, the Baltimore Boulevard. 

Mr. Anprews. Who will finance the development of that newly 
acquired land? 

r. Watkins. We will. 

Mr. Anprews. The Federal Government will be out of it? 

Mr. Warkins. Completely out of it. 

Mr. Puiuurrs. This is that little strip just after you pass the 
universit unds. There are some eating houses and places like 
that, and then you go up a slight rise and there are woods on each 
side, as I recall. It is that area? 

Mr. Ler. That is right. 

Mr. AnpreEws. Will you develop the property? 

Mr. Warkins. Yes, we will. 

Mr. Anprews. And it will not cost the Federal Government any- 


thing? 
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Mr. Warkxins. Not a dime. 

Mr. ANDREWS. You will use it for a recreational park? 

Mr. Warkins. It will serve the interests of many people who work 
in the Federal enterprise because they live there. 


REGIONAL PLANNING COUNCIL 


If I may take a minute, I would like to refer briefly, with your 
permission, to the Regional Planning Council, of which I happen to be 
Chairman, set up under Public Law 592 of the 82d Congress. I 
think that it is appropriate to refer to it in light of the fact that the 
appropriation you are considering contemplates support for this 
Council. 

Chairman Bartholomew is a member of the Council. We have 
representatives from Arlington, Fairfax, Alexandria, Falls Church, 
and Loudoun Counties in Virginia. Also representatives from Mont- 

omery County, and a representative from the Maryland National 

apital Park and Planning Commission. The same thing applies to 
Prince Georges. We see the urgent need, in conformance with the 
mandate from Congress that we had, to go ahead and secure a com- 
prehensive plan for the physical development of the Capital and its 
environs. Our role is to bring all of these jurisdictions together. We 
motivate the thing. We arrange meetings. We are going to have 
one this month that will involve the Governors of Maryland and 
Virginia, and congressional representatives, we trust, who will help 
solve this road problem, or attempt to guide it. That is one of our 
functions. We are interested in all the things that build up a greater, 
better and larger community. 

The very meager and modest appropriation that has been requested 
by Mr. Bartholomew only provides a so-called GS-13 rating for a 
technical director. It is very inadequate. We need that sorely. 

Mr. Tuomas. You have 19 employees? 

_Mr. Nouen. We have 21 in all, 19 being for city and regional plan- 
ning. 

Mr. Tuomas. You have 19 now and you want 2 additional. Do 
you not get a lot of free work? Are not your services all gratis? 

Mr. Warkins. Let me elaborate. Only the Commission and Coun- 
cil members are gratis. These are civic-minded men. They do a job. 
We make our suburban planning commissions available to help do 
this job. We do need a director. We ought to have a $12,000- or 
$15,000-a-year man to do the job. 

Mr. THomas. You have men here with tremendous incomes and 
energy and intelligence working for the common good, like yourself 
and Mr. Lee and the other gentlemen. 

What do the 19 people do? 

Mr. Warkins. That is a question for Mr. Bartholomew. I have 
only one employee directly assigned to the Regional Council. 


OTHER OBJECTS 


Mr. Puiturs. We will come to page 111 of the bill. There are 
two items there. The first is a minor item. Why do you increase 
your taxes and assessments so much in 1 year, from $162 to $432? 

Mr. Ler. That is for the FICA payments. 
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Mr. Puiturps. Why does it jump up that much in 1 year? 

Mr. Noten. We have three people on the payroll subject to FICA 
deductions. When our first estimate was made there was only one. 
Under the new regulations certain employees are not subject to retire- 
ment deductions, and whenever we have a new employee he either is 
or is not subject to FICA deductions, and we have no way of knowing 
until we get him. That is how that happens. Of course, another 
thing, the deductions went up this year from 1% to 2 percent. That 
is the increase by law. 

PERSONAL SERVICES 


Mr. Puriures. Going back to Mr. Thomas’ question about the 
number of permanent positions, 19 last year and 21 this year, how 
many did you have the year before? 

Mr. BarTHOLOMEW. Sixteen. 

Mr. Puitures. How many 3 years ago? 

Mr. Lez. It was 16 for a great many years. 

Mr. Putuurps. That is an increase of five people in a couple of years. 
What do they do? 

Mr. BarrHotomew. You have seen three of these men here today, 
Mr. Nolen, Mr. Lee, and Mr. Nolte. 

In the back of our justifications you will find a diagram outlining 
the positions, and the names to some extent indicate their functions— 
that is, draftsman, assistant planners, the regional planner that we 
spoke of, a land purchasing officer, the General Counsel—Mr. 
Cheatham, who is here this morning—stenographers and a landscape 
architect who works on the park and redevelopment projects. 

I can assure you that all of them are busy. I can assure you also 
that on numerous occasions they do a considerable amount of over- 
time work in order to keep up with our program. 

Mr. Pututres. Last year you had a land-purchasing officer. With 
the amount of land you purchase do you think that you need a land- 
purchasing officer and a clerk-stenographer? 

Mr. Bartuo.tomew. I will ask Mr. Nolen to answer that because 
he is familiar with that. 

Mr. Noten. We have reduced our staff, as you know, in accordance 
with the committee’s order of a year or so ago. We have it down 
now to the bare minimum to finish the projects. We are now down 
to the knotty problems which take time. 

Mr. Putuurps. Last year, if I remember, the committee raised a 
question as to whether the Commission needed a chairman of general 
planning, a regional planner, and an assistant planner. 

Mr. Noten. I know that you did mention that. 

Mr. Putuurrs. That does not count the planning analyst or the 
associate planning engineer. 

Mr. Noten. The planning work of the Commission falls into two 
very distinct operations. One is the broad cemprehensive planning 
which is not concerned with details but concerned with objectives and 
aims that are a long time ahead. The other is the review of specific 
projects that construction agencies bring before it—the Commission— 
to check as to conformity with the general overall plan. Our experi- 
ence, and the experience of every planning agency I know of, is that 
if you try to combine into one man the job of looking way ahead and 
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doing the general forecasting and planning and the detailed day-to- 
day review, the ‘‘general” never gets done. : 

The general comprehensive planning never gets done, and the first 
thing you know the Planning Commission is not fulfilling its major 
function, which is to provide a broad, far-seeing plan for the future. 

Mr. CueatHam. There are a number of other acts that tie us into 
a lot of responsibility. I think that most of the details have been 
taken care of. I can add from my knowledge of all the employees 
and what they do that they are not only busy all the time but we 
have a backlog and do the best we can. 

Mr. Yates. Your staff organization chart shows 23 positions. The 
estimate on page 11 shows 21. Why is there a discrepancy? 

Mr. BartHoLomew. The two that are in the request for this year’s 
budget are indicated in the dotted lines, the assistant planner and the 
associate planning engineer. 

Mr. Ler. Even with those there are two more, because the land 
purchasing staff is carried in a separate budget. If you will notice, 
im the galley proofs which you have, there are 21 positions under 
“Salaries and expenses for planning” and there are two other positions 
under “Land acquisition.” 

I would like to point out, if I may, that the staff for land purchasing 
has been going down about as fast as the other one has been going up. 

In 1950 there were five full-time positions and one part-timg, and 
now it is down to two full-time positions. 

Mr. Noten. I might add about the land purchasing staff, we have 
these trust funds that are matched funds with Maryland and Virginia 
for the George Washington Memorial Parkway. Our purchasing 
officer spends considerable time on that. We have a cleanup job in 
the District. As indicated here, in order to avoid condemnation, 
you have to work patiently with owners to reach agreements, and it 
takes time. We could clean up the amount of appropriations made 
any one vear, but it would cost plenty of money to do it, far in excess 
of the salary of the land purchasing officer. He would not have the 
advantage of time in which to negotiate and he would have to throw 
a large portion into condemnation. 

Mr. Yares. This exhibit on the last page of your justifications 
shows a proposed staff organization. Is it the organization you 
presently have? 

Mr. Nouen. No, sir. When this was submitted to the committee 
it was in process of being presented to the Commission, and within a 
week after its submission it was approved by the Commission. 

Mr. Yares. With respect to this chart, has there been promotion to 
anyone above the rating he had previously? 

Mr. Nowen. There were some adjustments made last year in 
subordinate jobs. 

Mr. Yates. This is a chart of what the major jobs have been over 
the last few years, and their ratings? 

Mr. Noten. That is correct. There is nothing new in this general 
organization. It is merely bringing it up to date. 

r. Yates. How many directors were there under the old Planning 
Commission? 
Mr. Nouen. We have had only one director. 
Mr. Yates. How many members? Were there always 12? 
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Mr. Noven. There were 10 members. The reorganization bill 
added 1 citizen member, as I recall, and 2 ex officio members, and 
it took away 1. There was a net increase of 1 each. 


METROPOLITAN AREA MASTER PLAN 


Mr. Yates. Do you have a present city plan for Washington and the 
surrounding environment? 

Mr. Norn. Yes. 

Mr. Yares. When was that drafted? 

Mr. In 1950-51. 

Mr. Yares. Is it being followed by the Commission? 

Mr. BarTHoLoMew. Yes. 

Mr. Yates. How would the survey you request be helpful in terms 
of the city plan? 

Mr. BarrHotomew. The economic survey? 

Mr. Yares. Yes. 

Mr. Barruotomew. It would be useful in conjunction, for example, 
with the appropriation which was made last year for the revising of 
the zoning ordinance. 

Washington has a very old soni ordinance so far as ordinances 
go, having been passed in 1920. is quite out of date in many 
respects. An appropriation was made last year to bring it up to date. 

No, this economic survey will be very valuable in connection with 
that study. I might say that it will be valuable in connection with 
our day-to-day work in other phases of planning, but it has special 
value at this time in that connection. 

Mr. Yates. When there are acquisitions under title I of the 
Eewany Act, is it your commission that performs the work, or another 
agency 

Mr. BarTHoLomew. Our agency has to approve the plan, and 
under the legislation we have a very close coordination of work 
between our office and that of the District of Columbia Redevelop- 
ment Land Agericy, which makes the acquisitions. 


COORDINATION WITH DISTRICT ZONING COMMISSION 


Mr. Yates. When there are changes of zoning does your Commis- 
sion have to approve it? 

Mr. Barruotomew. We do act upon them through the Zoning 
Advisory Council, which is composed of Mr. Nolen representing the 
Commission, the executive officer of the Zoning Commission, and a 
representative of the District Commissioners. 

Mr. Yates. May there be changes of zoning under the law without 
your Commission approving them? 

Mr. BarrHotomew. Yes, there may be. 

Mr. Yates. Have there been? 

Mr. Barruotomew. Yes, there have. 

Mr. Yares. Does the District of Columbia have any sort of 
department which is looking into neighborhood changes and looking 
into the necessity for zoning changes? 

Mr. BartrHo.tomew. Speaking from my present knowledge of the 
situation, the Planning Commission is constantly studying neighbor- 
hood conditions and changes. I cannot speak for the Zoning Com- 
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mission. As you know we have a separate zoning commission and a 
separate planning commission, which is no longer the custom in most 
States. e started off by having separate commissions, and in 
Washington we are still in the position of having two different com- 
missions. 

Mr. Yates. That is the point that I am making. If your Com- 
mission is recognized as being the one that should have jurisdiction over 
zoning changes, does this mean that the appropriate zoning department 
for the District of Columbia will be eliminated, assuming your con- 
clusion is the correct one—that there should be only one such agency 
to supervise it? 

Mr. BarTHotomew. The elimination of the Zoning Commission can 
only take place by action of the Congress. The zoning is but one part 
of a comprehensive plan. I think that the Zoning Commission, which 
is composed of the Commissioners of the District of Columbia, who 
are busy men, recognizes that our staff has knowledge and valuable 
service to offer in connection with zoning, and so there is close coordina- 
tion between the staffs. 

Mr. Yates. You just stated that zoning changes take place without 
reference to your recommendations. 

Mr. BarrHotomew. That is correct, because the final responsibility 
for those changes rests with the Zoning Commission and not with the 
Planning Commission. It is a condition which can only be corrected 
by action of the Congress. 

In Louisiana, for instance, there was passed a short time ago a 
revised act which calls the new body the City Planning and Zoning 
Commission. That is the customary trend in most States—to con- 


solidate all the aan functions into one agency. 


Mr. Yates. I know in many municipalities there is a great differ- 
ence of opinion between planning commissions and city councils as to 
what changes should be made. I assume that you probably have the 
same condition in Washington, do you not? 

Mr. BartHotomew. Well, yes; to some extent. I am not dis- 
agreeing with your statement, for I think it is correct, but in addition 
to what you said there is always great pressure by individuals to 
obtain a change of zoning for their particular piece of property. 

Mr. Yates. That is correct. 

Mr. BartHotomMew. Those pressures exist and come to the public 
notice very prominently in certain cases, and the difficulty in certain 
instances is more on the part of the individual owner of property 
rather on the part of one of the bodies involved, the Zoning Commission 
or the Planning Commission. 

Mr. Yates. With respect to the appropriations requested for the 
playground, was that playground approved by your agency? 

Mr. BarrHotomew. Yes. 

Mr. Noten. Also by the Recreation Board. 

Mr. Yates. All parties have approved the location of this play- 
ground and have joined in the request for this appropriation? 

Mr. BartHotomew. That is correct. 

Mr. AnpREws. How many employees do you have in your office? 

Mr. BartHoLtomew. Nineteen. 

Mr. ANDREws. How many are you requesting for the operation of 
your office? 
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Mr. Barruotomew. At the present time? 

Mr. AnprRews. Yes. 

Mr. Bartuo.tomew. Two additional, which would make it 21. 

Mr. ANprREews. What is the amount in dollars and cents? 

Mr. $155,000. 

Mr. Anprews. If the Congress were to appropriate money to 
enable the Commission to buy all the property that is shown on 
the map in red, and you did that immediately, would you still need 
21 oa to man the office in 1955? 

Mr. Barruotomew. Yes, we would. In the long run, if you would 
eliminate the land-acquisition program, it would reduce our staff 
somewhat. I believe that there are two staff members engaged in 
that work now. 

Mr. AnpREws. Do you have plans for future development or 
land acquisition not shown on the map over there? 

Mr. Barruotomew. Under the Capper-Crampton Act, the overall 
plan is larger than what we have acquired, as you saw during a 
discussion of the authorization, so it is a question of where you stop 
under the Capper-Crampton Act or system. 

Mr. AnprEws. You say you would still need 21 employees if you 
bought all the land that you have plotted in red on the map? 

Mr. BarrHotomew. Let me say this, the parks program is a very 
small part of the planning program, and the park acquisition program 
is not included in most planning commissions. It is generally a 
separate park board, but here, because of the Federal interest and the 
fact that the District of Columbia’s boundaries do not embrace all 
of the urban areas and the population is spreading outside, Congress 
did impose the park acquisition function on the then existing planning 
commission. 

Mr. Leer. I think the point is, only two of our present employees 
are directly involved in the land purchasing program and the rest of 
them are in the planning field. 

Mr. Noten. We make a substantial saving because the entire city 
premies staff organization is used to plan the location and the 

oundaries of these parks and play grounds, and their coordination 
with surrounding streets and residential developments, and the 
determination of need because of the population growing up in the 
neighborhoods, all of which is a planning function. 

Mr. Yares. On page 5 it is stated that there is a request for an 
assistant planner who would make the basic neighborhood planning 
studies in the deteriorated sections of the city that are likely to be 
redeveloped under title I of the Housing Act in the future. 

Does not the National Capital Housing Authority have this within 
its jurisdiction? 

Mr. Barruotomew. That is public housing. There is this Re- 
development Land Agency which functions under title I of the 
National Housing Act, but we also have responsibility under our act 
to coordinate the redevelopment with 

Mr. Yates. You do not have any employees now doing that? 

Mr. BartrHotomew. We do not have one person who is devoted to 
that type of work, and there is where we have to keep splitting our 
activities among our present group of employees. 

A number of years ago, perhaps 3 or 4, before the Regional Council 
was set up, there was made a study, authorized by the Commission, 
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of our staff, which I have seen since I came into the membership on the 
Commission. I had nothing whatsoever to do with this. I know that 
it was a competent study, and it showed at that time a staff needed of 
approximately 40 persons, and that was before this Regional Planning 
Council function was added to that of the Commission 
Now, from my own personal knowledge of what is going on in 
— in the other cities, I would verify the recommendations made 
y that earlier study of 3 or 4 years ago. I think that you are getting 
here in the Washington area a most economical planning function. 
The staff is way below that of most of the other larger cities today. 


STATEMENTS OF PROGRAMS 


Mr. Warkins. I have here two statements that I would like to have 
inserted in the record at this point. 

Mr. Puariures. Without objection, they will be inserted. 

(The statements referred to are as follows:) 


NATIONAL CAPITAL REGIONAL PLANNING CouNcIL-—STATEMENT OF PROGRAM 


The National Capital region is no longer a collection of isolated communities. 
It has become a social, economic, and physical unit. Any attempt to plan the 
development of individual political jurisdictions within this area without reference 
to the regional framework is undesirable and will fail of its objectives. Congress 
created the National Capital Regional Planning Council because it recognized 
this fact. The District of Columbia, the surrounding counties and incorporated 
areas of Virginia and Maryland, and the Federal Government have equal repre- 
sentation on this Council. Congress has charged the National Capital Regional 
Planning Council with the responsibility for securing a comprehensive plan for 
the physical development of the National Capital and the surrounding communi- 
ties in Virginia and Maryland. 

The rapid growth of our individual communities within recent vears has intro- 
duced many problems that are of common interest to all residents of the region. 
We are concerned over the absence of adequate water, sewer, and drainage sys- 
tems in many areas. We are acutely aware of the need for rapid mass transit 
throughout the region. We see an immediate need for new bridges and highways 
to relieve traffic congestion. We want more off-street parking to be provided 
in the central business area of the District of Columbia. We also want more 


adequate porate facilities to be provided in the shopping centers of the outlying 


communities. e would like to see better use made of the region’s water front 
for recreation and industrial purposes. We want to preserve the natural scenic 
endowment of our portion of the Potomac River watershed. We are anxious about 
the problems that new Federal establishments bring to our local areas when 
our community facilities are not prepared to cope with them, 

Many committees and commissions have been formed over the vears to study 
and solve these separate problems. Many attempts have been made to reach 
agreement on a common course of action among local communities. The urgency 
of many specific problems has already caused several special-purpose agencies to 
be established. he experience with committees and commissions and special- 

urpose agencies has demonstrated the fact that independent studies and plans 
or small fractions of the total regional development problem are unlikely to be 
fruitful over an extended period of time. 

To allow the region to grow in an orderly and desirable manner this council 
must address its program to those elements that are basic to future growth and 
development. This will permit relocation and growth of the Federal establish- 
ment in a manner harmonious with the needs, capabilities, and aspirations of the 
local areas. It will encourage consistent and related planning among our separate 
jurisdictions. Answers to each of the many problems that beset the area can then 
be found in the context of a long-term plan. A comprehensive regional plan will 
also provide the general framework within which governmental efficiency and 
economy can be attained. This emphasis on basic elements is, in fact, the author- 
ization and responsibility given to the council under Public Law 592. This 
objective will be accomplished by inaugurating a planning program, with appro- 
priate studies and research, which will enable the council to adopt ‘‘a general 


plan for the development of the region, to serve as a general framework or guide 
of development within which each part of the region may be more precisely planned 
by the appropriate planning agency or agencies” (Public Law 592, sec. 3 (d)). 


PROGRAM 


The council and its staff will utilize the studies already completed within the 
local areas and give careful consideration to those features of any plan duly 
adopted by the National Capital Planning Commission, or any other local 
ylenoins agency, that is appropriate for incorporation in the general plan of 

e region. 

The land use and economic base studies and plans will be the basis for any 
long-range comprehensive planning for the region. The priority and speed with 
which the remainder of this program can be accom lished will be determined by 
the progress that is made with the land use and economic base studies. As 
pressing as each specific area problem may be, it must await further clarification 
of the land use and economic base picture if a reasoned and forward-looking 
solution is to be arrived at in each instance. The council lodges the discretion 
for initiating and scheduling each of the later studies with its director of planning, 
subject to its review. 


1. Land use 


“The regional plan shall include a land-use plan which Serene the proposed 
general distribution and general locations and extents of the uses of land for 
such categories as may have important influence on the development of the 
region * * *” (Public Law 592, sec. 3 (d)). 

A, Land-use study and plan.—To include complete mapping, tabulation, and 
analysis of existing land use in terms of heavy and light industry, Government 
establishments, land being used for airports and other utilities (for example, 
railroads, streets, highways), commerce, residence, agriculture, parks and on 
open space, vacant land already subdivided, forest land, and land capabilities. 

B. Economic base study and plan.—To include an inventory of the region’s 
existing economic characteristics and capabilities in terms of population (char- 
acteristics, density, and distribution); industrial location; types of employment, 
housing, finance, commerce, inaustry, and natural resources; and their inter- 
relationship. 


2. Transportation 

“The regional plan shall include * * * such other elements of a general plan 
having overall influence as are 1equired to provide for the proposed major move- 
mone *) people and goods throughout the region * * *”’ (Public Law 592, 
sec. 3 (d)). 

To include study of plans for rapid mass transit, highways and bridges, off- 
street parking, airports and railroads, and their interrelationship. These trans- 

rtation plans will provide the necessary basis for intereommunity and regional 

ighways, bridges, off-street parking, bus, trolley, and railroad service. 
8. Primary facilities 

“The regional plan shall include * * * such other elements of a general plan 
having overall influence as are required to provide * * * for the primary facilities 
for community development * * *” (Public Law 592, sec. 3 (d)). 

A. Public works.—To include study of and plans for adequate water supply, 
sewer, drainage and other public works projects on a regional basis. 

B. Community facilities —To include study of and plans for the nature and 
location of community facilities which are of regional significance (for example, 
schools, community buildings, hospitals, libraries, parks, playgrounds, and other 
recreation facilities), determining the regional adequacy standards of these facil- 
ities as the people of the National Capital region see it, and the development of a 
regional plan for such community facilities that are or can be used by the citizens 
of more than a single jurisdiction. 


4. Natural resources 

“The regional plan shall include * * * such other elements of a general plan 
having overall influence as are required to provide * * * for the conservation 
and development of natural resources’”’ (Public Law 592, sec. 3 (d)). 

To include studies and plans for the protection and development of the region’s 
waterways and watersheds; and the conservation of its natural resources, scenery, 
and features of historic, scientific and educational value. 
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5. Local planning regulations and administrative codes 

The council’s ability to coordinate its plans for the region with those of the 
local jurisdictions must be founded on a complete understanding of local planning 
legislation and administrative codes. It is incumbent upon the council to encour- 
age greater uniformity in local subdivision and zoning regulations; the good offices 
of the council may also be employed in effecting greater uniformity among other 
administrative codes, such as building codes. A study of local planning legislation 
and administrative codes will therefore be given a high priority in the council’s 
program, and will be inaugurated by the staff as soon as practicable. 

Implementing this program.—lIt is the council’s declared desire to reach an agree- 
ment with the National Capital Planning Commission regarding a clear allocation 
of staff, budget, and other services which are necessary to enable it to carry out 
the above program. 

The magnitude and importance of the council’s assignment requires the close 
participation of the region’s Government agencies, business, labor and civic 
organizations, and private individuals. Special working committees will be estab- 
lished to deal with specific phases of the council’s program with a view toward 
affording such agencies, organizations, ana individuals an opportunity for direct 
participation. 


THe CapiTaAL PARK PLANNING COMMISSION, 
Silver Spring, Md., January 5, 1954. 


MEMORANDUM 


bags mr Appropriations under Capper-Cramton Act for acquisition of parks in 
Maryland 
The following schedules relating to the above subject are attached hereto and 
have been prepared for the information of the Commission and its staff in con- 
nection with the proposed hearing at 10:15 a. m., Tuesday, January 5, 1954, 
room F-2, United States Capitol, before the Independent Offices subcommittee 
of the United States House of Representatives Appropriations Committee: 
Schedule 1. Appropriation approved by Budget Bureau for park acquisition in 
Maryland for fiscal year 1955 under section 1 (b), Capper-Cramton Act. 
Schedule 2. Summary of park appropriations under section 1 (b) of Capper- 
Cramton Act since July 1, 1948. 
Schedule 3. Allocation of last three appropriations approved by Congress under 
section 1 (b), Capper-Cramton Act. 
Schedule 4. Comparison of bonded debt with debt limitation set forth in chapters 
56 and 57, Laws of Maryland, 1947, extraordinary session. 
Schedule 5. Comparison of all appropriations made by Congress with total 
authorized appropriation under section | (b) of Capper-Cramton Act. 
Jesse F. NicHouson, 
Secretary- Treasurer. 


ScHEDULE 1.—Appropriation approved by Budget Bureau for park acquisition in 
Maryland for fiscal year 1955 under sec. 1 (b), Capper-Cramton Act 


Park unit and location Acreage | Federal a tony Total cost 


grant 


Montgomery County: Little Falls Branch Park, unit 
 t (area from Massachusetts Ave. to MacArthur 7 | 


$50, 000 
281 76, 000 


1 From Federal Government, congressional cm fiscal 1955. 
2 From proceeds, sale of bonds by MNCPPC, 
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ScnEeDULE 2.—Summary of park appropriations under sec. 1 (b) of Capper-Cramton 
Act since July 1, 1948 


Fiscal year ending June 30, 1949: 
Amount requested by Maryland Commission 
Amount submitted by Budget Bureau to Congress 
Amount approved by Congress 
Fiscal year ending June 30, 1950: 
Amount requested by Maryland Commission 
Amount submitted by Budget Bureau to Congress 
Amount approved by Congress 
Fiscal year ending June 30, 1951: 
Amount requested by Maryland Commission 
Amount submitted by Budget Bureau to Congress 
Amount approved by Congress 
Fiscal year ending June 30, 1952: 
Amount requested by Maryland Commission 
Amount submitted by Budget Bureau to Congress 
Amount approved by Congress 
Fiscal year ending June 30, 1953: 
Amount requested by Maryland Commission 
Amount submitted by Budget Bureau to Congress 
Amount approved by Congress 
Fiscal year ending June 30, 1954: 
Amount requested by Maryland Commission 
Amount submitted by Budget Bureau to Congress 
Amount approved by Congress 
Fiscal year ending June 30, 1955: 
Amount requested by Maryland Commission 1, 941, 700 
Amount submitted by Budget Bureau to Congress 126, 000 
Amount approved by Congress Pending 


Scuepute 3.—Allocation of last 3 appropriations approved by Congress under sec. 
1 (b), Capper-Cramton Act 

Fiscal year 1949 
Fiscal year 1950 
Fiseal year 1951 


Total appropriations 


- 


ALLOCATIONS FOR EACH COUNTY 


Prince Georges County: 
Paint Branch Park, Unit No. 1 
Sligo Creek Park, Unit No. 5 
Northwest Branch Park, Unit No. 1 


Total Prince Georges County 
Montgomery County: 
Sligo Creek Park, Unit No. 4 
Rock Creek Park, Unit No. 4 
Little Falls Branch Park, Unit No. 2 


Total Montgomery County 


Total funds allocated both counties ‘ 1, 054, 500 


|_| 
3 
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ScuepuLe 4.—Comparison of bonded debi with debt limitation set forth in chs. 56 
and 57, Laws of Maryland, 1947, extraordinary session 


PRINCE GEORGES COUNTY 
Bonded debt payable from proceeds of 5 cents park tax as 

of December 31, 1953: 
Series I bonds 
Series Q bonds 


Total bonded debt (Prince Georges County) 


Balance for which commission may issue bonds 
(Prince Georges 


MONTGOMERY COUNTY 


Series C bonds 

Series D 

Series F bonds _- 64, 000 
Series M bonds______- 44, 000 
Series P bonds 


Total bonded debt (Montgomery County) 


Balance for which Commission may issue bonds 
(Montgomery County) 


Balance for which Commission may issue bonds 
(both counties) 


ScHEDULE 5.—Comparison of all appropriations made by Congress with total au- 
thorized appropriation under sec. 1 (b) of Capper-Cramton Act 


Amount 


Fiscal year 
M 


Total appropriation 582, 1, 025. 750 | 
Authorized appropriation 2. 250. 2, 250, 000 


Unappropriated balance 717, 1, 224, 250 


Mr. Putturps. We thank you very much. 


1 Bonded debt payable from proceeds of 7 cents park tax as 
of Dec. 31, 1953: 
- 1,348,000 
22,00 
Total 

| Georges 

County 
79. 500 | 79, 500 159, 000 
_ 200. 250 | 197. 250 | 397, 500 
4, 500, 000 
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INDIAN CLAIMS COMMISSION 


WITNESSES 


EDGAR E. WITT, CHIEF COMMISSIONER 
JAMES A. LANGSTON, ADMINISTRATIVE OFFICER 


Amounts available for obligation 


| 
1953 actual 1954 estimate | 1955 estimate 


Appropriation or estimate $91,400! $117,020 
Unobligated balance, estimated savings —329 | —1, 520 


Obligations incurred 91, 071 115, 500 


Obligations by activities 
mee a adjudication of Indian claims: 
19 


Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 


Total number of permanent positions 14 
Average number of all employees : “4 


Average salaries and grades: 
General schedule grades: 
Average salary $6, 171 
Average grade 4 S-8.6 | GS-8.6 
Ungraded positions: Average salary ¥ y $14, 800 


Personal services: 
Permanent positions. $112, 308 
Regular pay in excess of 52-week base 155 168 264 


Travel Pe 296 i 2, 700 


Printing and reproduction 

Other contractual 
Services performed by other agencies 

Equipment 

Taxes and assessments. 


Obligations incurred 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year $4, 250 
in obligations of prior years 173 
Obligations incurred during year 91, 071 


uct: 
Adjustment in obligations of years 
Unliquidated obligations, end of year 


Total expenditures 113, 216 
Expenditures are distributed as follows: 


113, 150 
66 | 


117, 000 2 
| 
$91, 071 
04 on LION | 100 
06 | 159 | 240 220 : 
07 108 | 100 100 
4 5D 
08 273 | 350 350 q 
09 138 | 2, 000 | 200 4 
15 | 34 108 108 q 
91,071 | 115, 500 117, 000 
$264 $2, 350 
"115, 500 | 117, 000 
95, 494 115, 764 119, 350 
268 2, 350 2, 400 
116, 950 
_____4 
Out of current authorizations... 90, 807 114, 600 
Out of prior 4,423 | 2, 350 
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Mr. Puiiiips. The committee will come to order. 

We have with us now the Indian Claims Commission, represented 
by our long-time and good friend, Judge Edgar Witt. 

Mr. Langston, the Administrative Officer, is with him. They have 
the budget estimates for the Indian Claims Commission for 1955, and 
without objection we will insert the estimates in the record at this 

int. 
poop he estimates referred to are as follows:) 


Statement relating appropriation estimate to current appropriation 


1953 appropriation 
1954 budget estimates 


1954 appropriation in annual act 
Deductions: 


Printing and reproduction 


Additions: 

Net cost of full time over past year lapses 

Regular pay in excess of 52-week 


Total estimate for 1955 


Analysis by activities 


| 1954 Deductions} Additions | 1955 


Hearing and adjudication of Indian claims | $117, 020 $2, 680 $2, 660 $117, 000 


SuMMARY 


The purpose of this requested appropriation in the amount of $117,000 is to 
provide for funds for the fiscal year 1955 for the work of the Indian Claims Com- 
mission, which was organized on April 10, 1947, under the act approved August 13, 
1946 (Public Law 726, 79th Cong.). 

(a) Duties and functions.—The duties of the Commission are to hear and 
determine all claims arising under section 2 of the act, up to and ine'uding August 
13, 1946, on behalf of any Indian tribe, band or other identifiable group of Ameri- 
can Indians residing within the territorial limits of the United States or Alaska. 
The act provides that the claims may be heard notwithstanding any statute of 
fy or laches, but that all other defenses shall be available to the United 

tates. 

The Commission is required to make written findings of fact, conclusions of 
law and opinions in each claim decided, and, when an award is made, to state the 
amount of any allowable offsets, counterclaims, or other deductions. Decisions 
of the Commission may be appealed to the Court of Claims, and decisions of that 
court are subject to review by the Supreme Court of the United States. 

(b) Status of claims.—The claims filed by the end of the filing period, August 13, 
1951, were 852. The amounts specifically claimed, or estimated where possible 
in claims not stating the amount, approximate $3,016,377,000 exclusive of interest. 
This figure applies to 244 of the 852 claims filed. 

Of the 852 claims filed, 530 were filed between July 1, 1951, and the expiration 
date for filing—August 13, 1951. The claims cover a long period of time, involve 


|_| 

Travel Sak 2 <2 860 

| 20 

2, 680 

i 2, 660 
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large sums, and present complicated questions; and they call for the most serious 
study and analysis of the facts and the law applicable thereto. 
The status of the 852 claims on December 1, 1953, is given below: 


Decided after hearings 
11 reversed and pending; 2 reconsidered 


Total (30 final, 11 on appeal, 7 appealable) 
Withdrawn or dismissed without prejudice 
Dismissed with prejudice 


Completed claims 


Liability determined, amount undetermined 

Pending decision 

Testimony complete; awaiting briefs or argument 

Motions to dismiss pending 

Awaiting answer or plea 


Of the 48 claims decided and not appealed, 8 received awards totaling $7,399,815 
and 40 were dismissed. The amounts claimed, where stated, total $544,403,697. 

In the 5 additional claims in which liability to claimants has been found to 
exist, compensation has been fixed at $2,948,988 in 3 claims, subject, however, to 
the determination of the amount of allowable offsets, if any. 

During the past fiscal year, the Commission acted on 670 motions; and heard 
testimony, oral arguments and motions relating to 81 claims at 59 hearings. It 
also rendered 17 decisions affecting 31 claims. Of those 31 claims, 1 received an 
award under instructions of the Court of Claims, 3 were found to be entitled to 
awards, the amounts of which are to be determined, 15 were dismissed, and 12 
involved rulings not finally determinative of the claims. 

The following tabulation relates to the total of 61 claims in which the Com- 
mission has rendered decisions after hearings: 


Principal 
claimed 


‘Claims, Awards 


61 $7,399,815 | $716, 440, 921 
13 . 172, 037, 224 


Decided and not reversed or reconsidered 48 , 399, 544, 403, 697 
Pending on appeal, Court of Claims ll . 309, 118, 716, 316. 


As to which time for appeal has not 7 5, 975, 520 


Finally decided 2 4, 090, 141 419, 711, 861 


1 Amounts do not include petitions claiming no specific sum. 
2 Includes 10 dismissals and 3 awards affirmed on appeal to Court of Claims, and 1 award directed by 
that court on appeal from a dismissal. 


JUSTIFICATION OF ESTIMATES 


The amount requested for 1955 is $117,000—or practically the same as the 
$117,020 appropriated for 1954. 

As is shown by the foregoing tabular statement, the reductions in travel and 
equipment offset the inerease due to full-time employment over lapses, and the 
slight increase for the extra pay day in the fiscal year. 


Personal services 


The 1955 estimates for personal services ($4,180 more than for 1954) con- 
template the employment of a total of 14 aon the same as in that year. 
With the number of pending claims now at 777, the task before the Commission 
is still much greater than ever had been anticipated. The present investigation 


5 
2 
45 
05 . 
271 
20 4 
339 
11 reversed; 2 reconsidered, pending before Commission. 
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staff of four is still below the number which the Commission considers necessary 
to give adequate assistance in the investigation of claims as well as in checking and 
analyzing evidence, clarifying the issues, and otherwise assisting them in the 
disposition of the claims. However, the Commission will of course press on with 
its work as rapidly as possible with the staff available. 

Lg following table shows the positions and total salaries for 1953, 1954, and 
1955: 


1955 


Posi- Posi- 
tions tions | >#laries 


Commissioners (statutory) 
Investigators (GS-13) 

Clerk and administrative offices (GS-13) 
Secretaries (GS-6) (to Commissioners) _- 
Administrative clerk (GS-6)_____. 
Stenographers (GS-3) 

Clerk-typist (GS-3) 


1953 salaries paid from 1954 appropriation , 26 +1, 206 |.-.. 


112, 572 


| 


(The payroll ($1,268) for the period beginning in the fiscal year 1953 and 
ending in 1954 was charged to the latter appropriation under provisions of 5 
United States Code 944. This was to provide for pay increase of $800 each for 
the three commissioners by the Third Supplemental Appropriations Act, 1952. 
By this transaction, personal services charges to the appropriations for 1953 and 
1954 are as shown above.) 

Travel 
$296 
3, 560 
2, 700 


Provisions of the Indian Claims Commission Act which require considerable 
expenditures for transportation and per diem by the Commission and members 
of its staff are contained in section 13 (a) (taking depositions of aged or invalid 
Indians), and section 17 and section 18 (hearings and depositions before the 
Commission or a designated member of its staff in any part of the United State 
or in Alaska). 

Because of lack of funds in the past fiscal year, only one field trip was made. 
A 3-day hearing was held in Mississippi by 2 Commissioners at a cost of $296 for 
approximately 10 days per diem. 

So far in the present fiscal year, two trips have been undertaken for field 
hearings. The first was by 1 Commissioner who held hearings in 40 claims at 6 
points in New Mexico, Arizona, California, and Washington State. A second 
trip was made by 1 Commissioner who held hearings in 4 claims at points in South 
Dakota and Oklahoma. These 2 trips occupied approximately 53 days’ travel 
time, and the cost was $977. 

With about 270 claims now at issue and unheard, the need for field hearings 
in 1955 will certainly not be less than during the current year, but the Commission 
is asking only $2,700 for 1955—or $860 less than the amount for 1954. 


Communications 
Actual 1953 
Estimate 1955 


The estimate for 1955 is $700—the same amount as for 1954—to cover the cost 
of telephone, telegraph, and airmail services, as well as for charges for official mail. 


Printing and reproduction 
Actual 1953 
Estimate 1954 
Estimate 1955 


1953 | 1954 | = 

| Posi- 
| tions Salaries 
3 $44,400| 3 | $44,400 | 3| $44, 400 
2 17, 990 31,958 | 4| 35, 433 
1 9, 038 9, 195 1 9, 341 

3 | 12,461 11,799 3 12, 555 

3 1 | 4, 503 inl 4, 563 | 1 4, 563 
| 0.8} 2,343) 1.8] 5, 209 2 6, 280 
$537 
700 
700 
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The estimate for printing and reproduction for 1955 is $220—$20 less than for 
1954. The amount is to cover the printing of stationery, envelopes, and miscel- 
laneous forms, and a small amount of binding repairs to old books in use by the 
Commission. 

So far, the Commission’s decisions have only been mimeographed, and no 
printing has been undertaken. At present the decisions are equivalent to over 
a ; ae pages, but printing will be deferred to more urgent uses of available 

unds. 
Other contractual services and services performed by other agencies 


Actual Estimate Estimate 
1953 1954 1955 


$103 $100 $100 
64 50 50 


167 150 150 


The estimate for 1955 is $150; the same as for 1954. The amount is to cover 
maintenance of typewriters (the average age of which is 11 years), an adding 
machine and a calculator, as well as for furniture repairs. 


Supplies and materials 
Actual, 1953 
Fstimate, 1954 
Fstimate, 1955 


The amount requested for 1955 is the same as for 1954. The amount is to 
cover cost of blank paper, binders, jackets, folders, stencils, carbons and mis- 
cellaneous office suplies. These requirements will increase as the claims are 
developed, heard and decided. 


Equipment 


In the fiscal year 1953, equipment expenditures of $138 covered legal reference 
books, 2 electric fans and 2 reconditioned file cases. 

Since removal to the Federal Trade Building tn 1950, and until very recently, 
the board room and equipment of the Loyalty Review Board has been made 
available to the Commission for use as a hearing room. That Board has been 
abolished, and its former board room is now occupied by another organization 
whose tenure is uncertain, though the room is still available to this Commission. 
Request has been made for the assignment of a suitable hearing room. If and 
when such space is assigned, it will undoubtedly have to be properly equipped 
with tables, chairs, and other suitable furnishings including a rug. The sum of 
$2,000 has been allocated for that purpose and for furniture and equipment for 
the 2 investigators and the stenographer recently employed. So far, about $270 
has been obligated for equipment. 

The estimate for 1955 is $200—or a decrease of $1,800 from the amount for 
1954. Purchases will cover legal reference books, new editions of and supple- 
ments to legal publications, file cases and miscellaneous items of equipment. 


Taxes and assessments 

Actual, 1953 
Fstimate, 1954 
Estimate, 1955 

These expenditures are required to match deductions from salaries of persons 
employed since the effective date of the 1950 amendments of the Federal Insurance 
Contributions Act. 

Contributions are required for 2 employees (a clerk-typist and an investigator), 
and the same amount will be requi for 1955 as for 1954. 


Mr. Puiturrs. You may make whatever explanatory statement you 


Services performed by other agencies_...........-....-...----- 2 
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PERSONAL SERVICES 


Judge Wirr. You allowed us last year a couple more investigators. 
We asked for 4 or 5 last year and we asked for the same number this 
year, but the use of those investigators by us is dependent upon the 
ability of the Department of Justice to conclude the hearings and the 
testimony and the trial of these cases, and the Bureau of the Budget 
has found that the Department of Justice is not going to be able to 
get any additional help to expedite their work. Therefore, they did 
not allow us any more for this year than we were allowed last year. 
Consequently, we are making no request of you to allow us any more. 

Mr. Puiuurps. That brings up the $64 question—how much longer 
will it take you to finish up these Indian claims? 


STATUS OF CLAIMS 


Judge Wirr. Well, Mr. Phillips, that is a matter that cannot be 
determined. ‘They could be finished if the Department of Justice had 
lawyers enough to defend these cases properly and expedite their dis- 
position, but they just do not have them. 

A lawsuit that involves the collecting of records over the past hun- 
dred years, just takes a long time to finish. They have not had the 
facilities over there to promptly develop the Government’s defense. 
We are keeping up with what the Department of Justice is making 
possible for us to conclude. 

Only 1 or 2 claims are pending before us for final decision, and they 
have only reached the point where we could give final consideration 
within the past 30 days. 

An Indian claim that is for no more than $500,000, as you know, is a 
very small claim. They all involve big money. 

Mr. Anprews. Millions. 

Judge Wirr. And they are claims that take real attention in order 
to do justice to both parties. We have allowed only a few million in 
awards as against claims for 30 or 40 times that amount. 

, Mr. Pututurps. How many claims have you settled since we saw you 
ast? 

Mr. Lanaston. I do not have the figure here. There have been 3 
more claims decided, so we now have 51 claims decided, plus 27 with- 
drawn, or a total of 78 completed as against 75 when we sent up the 
estimates, 

NUMBER OF CLAIMS SETTLED 


Mr. Puttures. How many claims did you settle since we saw you 
last, in money? $351 million? 

Mr. Wirt. Over $500 million claimed. 

Mr. Tuomas. Mr. Chairman, here is a very significant statement 
and I want to read it in the record if you do not object at this time: 
“Of the 48 claims decided to date sal not appealed 8 awards have 
been made totaling $7,399,815 and 40 were dismissed. ‘The amounts 
claimed where stated total $544,403,000.” 

You actually paid out less than $7,500,000? 

Mr. Wirt. Yes: nearly $7,400,000 awarded of which about $4,090,000 
is paid and the rest is on appeal. 
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Mr. Puiturrs. You mean $500 million in claims were settled with- 

ys 

r. Wirr. It means that the amounts claimed on these cases aggre- 
gated $544 million and that we made awards on those claims in the 
amount of $7,399,000. 

Mr. Ya1xs, Just to clarify this in my own mind, of the eight that 
were actually approved, what was the total amount claimed? 

Mr. Lanestron. The total claimed in 8 award cases was $110,568,- 
895. 

Mr. Yares. Could not the 40 that were dismissed have claimed 
$544 million? 

Mr. Tuomas. It is possible. 

Mr. Wirt. No, they could not. The whole 48 of the aggregate 
claims decided totaled $544 million and 8 of those received awards 
totaling $7,399,815. 

Mr. Yares. Is it possible that the eight which received their 
awards were given awards in full? 

Mr. Wirr, No. The only claim I know of in which we approved 
an award in full was a claim which is known as the Loyal Creek claim 
where they had an award made them by the Senate of the United 
States many years ago in the amount of $1,200,000. Later on the 
Congress only appropriated $600,000 to pay that award and they 
came in and asked that they be awarded the other $600,000 as pay- 
ment for that which had been previously awarded by a committee 
of the Senate and in that case we made an award of the full $600,000. 

Mr. Yares. You do not know now what each of the recipients 
received? 

Mr. Wirr. No; but I can easily furnish it to you. 

You would not happen to have it here, would you, Mr. Langston? 
It will be furnished to you and I will be glad to do that. 

Mr. Yares. All right, 

(The matter referred to is as follows:) 


Claimants Amount awarded 
Docket No. Loyal Creek Band. 1 $600, 000. 00 
Docket Ne. 10. 2 297. 4: 
Docket No. 1 911, 453. 45 
Docket No. 1 2, 587, 835. 47 
Chickasaw Nation. 1 008. 11 
Docket No. 33 !............... 1 1, 600, 220. 02 


1 The decisions in these claims have been appealed to the Court of Claims. 


Mr. Wirt. The reason that it is so seldom that awards are made in 
full is because it is just like—I might liken to Texas experiences and 
that is that all cows that were killed by the railroads in the old days 
were always Jerseys. 

Mr. Tuomas. And they were registered too and they always had a 
high pedigree. 

Mr. Wirr, Yes, sir, that is right. When they claim for this 
acreage, there is no limit to what they might claim, but when we 
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have a claim for $2 or $3 an acre and more—as of 1865—the award 
usually is from 50 cents to a dollar figure. They usually claim interest 
also, but we have never found any liability as yet for interest. 

Mr. Puriurs. It is possible also, I take it, that some of the 40 
that are not finally settled may raise the $7,500,000 somewhat higher 
than the estimate you have before us? 

Mr. Wirr. Oh, yes, some of these 40 that were dismissed—some 
of those are now on appeal with the Court of Claims. 

Mr. Yates. It says “not appealed’ in the last sentence on the 
page. Apparently they are through, are they not? 

Puitties. All of the 48 were not 

Mr. Wirt. There are seven that could still be appealed. 

Mr. Yares. You mean that there is a possibility that there are some 
within the 48 claims which might vet be appealed? 

Mr. Laneston. It states there that 30 are final, 11 are on appeal, 
and 7 are appealable. That is in the first tabulation on page 3—there 
is still time for seven appeals. 

Mr. Tuomas. That is what makes it remarkable. He got rid of 
40 cases. 

Mr. Puruuirs. | think it is a very good record. 

Mr. AnpreEws. It is a fine record. 

Mr. Wirr. I wish we could have gotten rid of a great deal more, 
and we could have decided more claims had the Department of Justice 
and the plaintiffs been able to conclude the testimony and had the 
cases been concluded and ready for us to decide. 

Mr. Anprews. Off the record. 

(Discussion off the record.) 


PERSONAL SERVICES 


Mr. Putturrs. How many employees do you have? 

Mr. Lanestron. Altogether, 14. 

Mr. Puiuurps. And you are asking for the same number? 
Mr. Lanestron. Yes, sir. 


OTHER OBJECTS 


Mr. Putuirs. I notice that these several agencies have all increased 
their communications requests slightly. Is yours an increase over the 
last year? 

Mr. Laneaston. Yes. That is because we are now required to make 
reimbursement to the Post Office Department for every piece of mail 
that goes out. 

Mr. Puriurrs. I notice most of you have increased your surance. 
Have you increased yours? 

Mr. Langston. Slightly; yes, sir. 

Mr. Puiuuires. The item for taxes and assessments is what I meant. 

Mr. Lanaston. We have 3 such employees now—1 has come on 
lately, and we have to make now a 2-percent contribution to match 
the deduction which is taken from their pay. 

Mr. Wirr. I believe that is correct. 


97 
h- 
3 
he 
at 
d 
te 
ds 
‘ir 
m 
ad 
he 4 
5 
ee 
0. 
ts 
n? 4 
lis 
ve 


98 


SCHEDULE C POSITIONS 


Mr. Puruies. How many employees did you request transferred to 
schedule C? 

Mr. Laneston. Three. 

Mr. Puiturrs. Were they granted to you? 

Mr. Lanasron. Yes, sir. 

Mr. Puiturps. Were those positions filled? 

Mr. Lanasron. Yes, sir; they were filled at the time and they were 
at that time in schedule A. They were secretaries to the Commis- 
sioners. 

Mr. Anprews. It is always pleasant to have our distinguished 
friend from Texas over here with us and his very able assistant, 
Captain Langston. 

STATUS OF CLAIMS 


Mr. Yates. Is there any indication as to when you think the re- 
mainder of the claims will be decided? 

Mr. Wirt. No estimate could be given to you, Mr. Yates, with 
reference to that. It depends largelv on the activity and the ability 
of the Department of Justice, and they are making a terrible effort to 

et more men allocated to their section, and I want to sav for the 
wee who are working for them now that I do not believe there are 
any harder working lawyers anvwhere, privately or publicly, than 
— who work for the Department of Justice in defending these 
claims. 

Mr. Yates. When you say “terrible effort’? do you mean a good 
effort or a bad effort? 

Mr. Wirt. I mean a very good effort—a terribly good effort. There 
is a man by the name of Barney from Oklahoma who is the head of 
that section and that man has almost broken his health down because 
of his devotion to this work. 

Mr. Yares. In the Department of Justice? 

Mr. Wirr. Yes. 

Mr. Anprews. He opposes the claims, does he not? 

Mr. Wirt. Yes, sir; and if I may take the time, I might say that 
there is hardly a claim that does not involve in its consideration briefs 
on both sides about the size of that ey gary, |S 

Mr. AnpreEws. And you have to read and digest all of them? 

Mr. Wirt. We do, but we use our investigators to help us to 
analyze and digest this testimony. 

r. ANpRews. Do you not have good investigators? 

Mr. Wirt. We have, and we recently put on two additional very 
fine ones, provided for by your last appropriation. 

Mr. Anprews. Off the record. 

(Discussion off the record.) 

Mr. Puiturs. We thank you, Judge, very much for your testimony 
and we will see you next year. 
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TUESDAY, JANUARY 5, 1954. 
TARIFF COMMISSION 


WITNESSES 


EDGAR B. BROSSARD, CHAIRMAN 
JOSEPH E. TALBOT, VICE CHAIRMAN 
GEORGE McGILL, MEMBER 

WALTER R. SCHREIBER, MEMBER 


LOUIS S. BALLIF, CHIEF OF TECHNICAL SERVICES 


DONN N. BENT, SECRETARY 
BEN DORFMAN, CHIEF ECONOMIST 


PAUL KAPLOWITZ, GENERAL COUNSEL 


LOYLE A. MORRISON, DIRECTOR OF INVESTIGATION 


Amounts available for obligation 


1953 actual 


1954 estimate 


1955 estimate 


Appropriation or estimate. 
Reimbursements from non-Federal sources 


bursements from other 


Total available for obligation 
Unobligated balance, estimated savings 


Obligations incurred 


$1, 291, 375 
173 
29, 652 


$1, 291, 375 


$1, 327, 000 
600 
6, 000 


1, 321, 200 
— 45, 679 


1, 333, 600 


1, 275, 521 


1, 297, 375 


1, 333, 600 


Norte,—Reimbursements from non-Federal sources shown above are from the proceeds of sale of 


equipment (5 U. 8. C. 118 (d) (1), 31 U. S. C. 686). 


Obligations by activities 


Description 


1953 actual 


1954 estimate 


1955 estimate 


1. Research, investigations, and reports on international 
trade, tariffs, and commercial policies 
2. Executive direction and administration 


Obligations incurred 


$1, 084, 001 
191, 520 


$1, 083, 975 
213, 


$1, 116, 700 
216, 900 


1, 275, 521 


1, 207, 375 


1, 333, 600 


Obligations by objects 


Object classification 


1953 actual 


1954 estimate 


Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 


01 Personal services: 
Permanent positions 
Regular pay in excess of 52-week base 
~ ment a 


y 
Printing and reproduction 
Other contractual services 
Services performed by other agencies 
Supplies and materials 
Equipment 
Taxes and assessments 


Obligations incurred 
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Reim 6, 000 
4 | | 1955 estimate 
q 211 204 204 
tong 195 198 199 
SS. 
r General schedule grades: 
| $6, 057 $6, 126 $6, 207 
$1, 208,388 | $1,240,925 | $1, 265, 500 
RELY LT 4, 396 4, 450 4, 500 
1, 105 1, 000 1, 000 
1, 209, 316 1,2 1,2) 
Communication 5, 067 
1, 817 
12, 165 1 
4 12, 363 
3 597 
 aaiibcidsinocosnsencseeiesvsccmiuinsins 1, 275, 521 1, 297, 375 
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Analysis of erpenditures 

1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, $80, 143 $97, 968 $87, 836 
Obligations incurred during the a err F 1, 275, 521 1, 297, 375 1, 333, 600 
1, 355, 664 1, 343 1, 421, 436 

Deduct: 
29, 825 6, 000 6, 600 
Unliquidated obligations, end of year............-..--.-_- 97, 968 87, 836 81, 440 
1, 227, 070 1, 301, 507 1, 333, 396 

Expenditures are distributed as follows 

Out of current authorizations. .................-..-- 28. 1, 149, 099 1, 204, 814 1, 246, 660 
Out of prior authorizations...................-.-.-.---.--. 77, 971 96, 693 86, 736 


Mr. Puiturrs. We have with us today the United States Tariff 
Commission represented by 4 of the 6 Commissioners and by a staff 
of 5. Mr. Brossard is Chairman; Mr. Talbot is an old friend and 
colleague and is Vice Chairman; Commissioner McGill is here, and 
Commissioner Schreiber, who went over to the Commission from the 
Department of Agriculture. The other two Commissioners are 
unable to be here and have sent their regrets and explanations. 

You have a rather lengthy document here, Mr. Brossard, and maybe 
I had better give this to the reporter and say probably all of it will go 
in, but we will ask the clerk of the committee to see that there is not 
too much duplication between that and subsequent testimony so as to 
keep the pages in our report down if we can. 

Mr. Brossarp. That is satisfactory to us. I have a preliminary 
statement to make. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Parures. At this point we will insert into the record the 
justifications as submitted by the Tariff Commission. 
(The matter referred to is as follows:) 


I. IntrRopuctorY SuMMARY 


The appropriation estimates for the Tariff Commission for the fiscal year 1955 
total $1, BBS. . The anount requested for personal services is $1,271,000, which 
will provide an average annual employment of 199. This compares with the esti- 
mated average employment of 198 for the current fiscal year. It is the minimum 
necessary if the Commission is to meet even the most important of the increasing 
demands upon its services. 

The activity groupings previously adopted are carried forward in the present 
estimates. Estimates for the two activities may be summarized as follows: 

Activity I is stated “Research, investigations, and reports on international trade, 
tariffs, and sa ay bps policies. ‘This covers all substantive work of the Com- 
mission, as well as all miscellaneous expenses. The total requested for this activ- 
ity is $1, 116,700. Of this amount, $1,054,100 is for personal services at an average 
annual employment of 164. The balance of $62,600 provides for all miscellaneous 
expenses. 

Ketivity II is entitled “Executive direction and administration.” It includes 
the Commissioners’ offices and the administrative services. The total request for 
this activity is $216,900, for an average annual employment of 35. Apart from 
the offices of the Commissioners, whose salaries are fixed by law, the estimate for 
administrative services totals $99,045 for an average annual employment of 23. 
This amount is 7.4 percent of the total appropriation, a slightly smaller proportion 
than in the current year. 


| 
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The bases for the foregoing estimates are analyzed in detail by major categories 
of work under later sections of this justification. In this summary we shall discuss 
briefly certain considerations which are essential to an understanding of the 
situation now facing the Tariff Commission. 

As shown in the average employment table on the following page, successive 
reductions in personnel since 1944 have reduced the Commission’s staff from an 
annual average of over 300 in immediate prewar and war years to an estimated 
average of 198 for the current fiscal year, During the recent years of this period, 
the Commission’s workload, especially in ‘escape clause’’ investigations under 
section 7 of the Trade Agreements Extension Act of 1951, and investigations of 
imports affecting agricultural support programs under section 22 of the Agri- 
cultural Adjustment Act, has increased substantilly despite the reductions in 
personnel. As a result, the pressure of work on the Commission’s limited staff 
has become increasingly severe. 

The funds requested for 1955, while slightly exceeding the amount available in 
1954, provide for no increase whatever in the number of positions to be filled, and 
for an increase of only one in average employment. 

Under these circumstances, it is evident that the Commission will need the full 
appropriation requested if it is to meet its inereasing responsibilities with even 
minimum effectiveness. 


II. PeERsONNEL REQUIREMENTS 


The estimates are set up and analyzed under the two major activity groupings 
established by agreement with the Bureau of the Budget, in the following language: 
Activity I: Research, investigations and reports on international trade, 
tariffs, and commercial policies. 
Activity II: Executive direction and administration. 

Activity I covers all substantive work of the Commission. It includes all 
elements of the Commission’s personnel except those listed below under activity 
II. Activity I also includes all items of miscellaneous expense. 

Activity II covers the Commissioners’ offices, and the following administrative 
units: Secretary’s Office, Personnel, Finance, Mail and Files, and Messengers. 

Although miscellaneous expenses are formally included under activity I, in the 


interest of simplicity, they are herein analyzed in a separate section following the 
discussion of personnel requirements for both activities I and II. 

The comparative activity table on the following page summarizes for convenient 
reference the principal components of both activities for 1953, 1954, and 1955. 
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ACTIVITY I. RESEARCH, INVESTIGATIONS, AND REPORTS ON INTERNATIONAL TRADE, 
TARIFFS, AND COMMERCIAL POLICIES 


This section analyzes the Commission’s personnel needs for activity I in terms 
of its recorded experience during the fiscal years 1950, 1951, 1952, and 1953, and 
its prospective work in the fiscal years 1954 and 1955, under seven main headings: 
(a) Assembling and analysis of basic data; (b) work under the trade agreements 
program; (c) assistance to Congress and congressional committees; (d) work 
under certain specific provisions of law; (e) special reports and studies; (f) assist- 
ance to other Government agencies; and (g) furnishing technical information to 
industry and public. 

For convenient reference, the comparative man-year table on the following 

e shows the Commission’s activities, and the corresponding man-year expend- 
itures and estimates, over the past several years. 

The personnel used and needed for work under the several headings listed 
above are first discussed in terms of man-year requirements without regard to 
the several classes and levels of employees involved. At the close of this section, 
the total man-year needs are analyzed with reference to the type and organiza- 
tional location of the positions required. 


Comparative man-year table (by fiscal years) 


Man-years expended 


Activity 


1952 1953 1954 1955 


ACTIVITY I 


A. Assembling and analysis of basic data 
B. Work under trade agreements program 


“Escape clause” investigations 

“Peril points” 

Report on operation of trade-agreements program 
Executive Order 10401 

Other work 


8185 
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Reports on synthetic organic chemicals 
United States import duties 
Commodity, industry, and other special reports_.-..._-- 


F. Assistance to other Government agencies 
G. Furnishing technical information to industry and public. _- 


Total Activity I 
Activity II 
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A. Assembling and analysis of basic data 

Prerequisite to all the varied activities of the Tariff Commission is its task of 
assembling, maintaining, coordinating, and analyzing the basic economic and 
technical information that is required for performance of its specific duties. 
From this store of information, which must constantly be kept up to date, flows 
most of the material for the Commission’s assistance to the Congress and congres- 
sional committees, its work under special provisions of law, its special reports and 
studies, its activities under the trade-agreements program, and its assistance to 
other agencies and Government departments, and to the public. Section 332 of 
the Tariff Act of 1930 makes it the duty of the Commission to gather such informa- 
tion, and to put it at the disposal of the President, the House Committee on Ways 
and Means, and the Senate Committee on Finance whenever requested. 

Information on individual commodities comprises the larger part of the Com- 
mission’s fund of basic information. This information includes technical data 
on the nature of the commodities and their processes of production; data on United 
States production, imports, exports, and prices; data on production, imports, 


1951 
38. 
6.6 
C, to Congress... 10.6 | 
D. Work under certain specific provisions of law. __.........-- 4.8 | 
B.. Special reporte and studies. 3. 
Revision of summaries of tariff information........____- 
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exports, and prices for the leading foreign producing and exporting countries; 
and facts as to the conditions of competition between imported and domestic 
products. Such information is obtained through field work by technical experts 
and by the assembly, collation, and analysis of data from Government and trade 
publications and other contacts with industry. 

The remaining major class of basic data has to do with foreign countries— 
their exports, resources, and industries, their economic, financial, and trade posi- 
tion, and their commercial policies. 

The Commission has found that the effective fulfillment of its more specific 
responsibilities requires that a substantial proportion of the time of its staff 
must be devoted to this basic research. In 1950 and 1951, 59.2 and 64.6 man- 
years, respectively, were so expended. In 1952 and 1953, because of the Commis- 
sion’s curtailed staff and the urgent other demands, only 52.4 and 54.4 man-years, 
respectively, were devoted to basic research. In 1954 and 1955, because of the 
pressure of escape clause investigations, those under section 22 of the Agricultural 
Adjustment Act, and other work on the Commission’s reduced staff, it is anti- 
cipated that only 46 man-years will be available for this important purpose. 


B. Work under the trade agreements program 


Among the most important of the Commission’s functions are those concerned 
with various phases of the trade-agreements program. In the earlier years of the 
program, the Commission’s duties under it consisted largely of supplying to the 
trade-agreements organization factual information necessary to its determination 
of the nature and extent of concessions to be granted by the United States. 
In recent years, however, other provisions of law and Executive order have 
assumed an increasingly larger role. Now, the Commission is charged with 
investigating and making recommendations to the President with respect to 
each application under the escape clause of trade agreements; with conducting 
peril-point investigations; and with reporting annually on the operation of the 
entire trade-agreements program. 

The relation which each of these various duties bears to the Commission’s total 
trade-agreements work depends entirely on factors that cannot fully be foreseen 
even a year ahead. It depends on (1) whether the United States is to conduct 
trade-agreements negotiations during a given year and, if so, the magnitude of 
such negotiations; (2) the number, size, and composition of the lists of commodities 
which may be transmitted by the President for peril-point investigations; and (3) 
the number and complexity of escape-clause applications that may be filed. The 
only relatively fixed quantity in the Commission’s trade-agreements work is its 
annual report on the operation of the program. 

The several aspects of this work are analyzed in the following paragraphs. 
While, as indicated, they are difficult to predict individually, the Fintinlesion 
believes that its totak estimate for trade-agreements work is conservative. 

Escape clause investigations.—Under successive Executive orders (the latest is 
10082) the Commission has been charged with conducting investigations relating 
to the escape clause in trade agreements, and where appropriate, with recom- 
mending remedial action for the President’s consideration. An escape clause of 
the type here referred to was first included in the trade agreement between the 
United States and Mexico (1943), and subsequently such a clause was incor- 
porated in the trade agreement with Paraguay (1947), and in the multilateral 
General Agreement on Tariffs and Trade (1948) (GATT). Under congressional 
mandate in the Trade Agreements Extension Act of 1951, an escape clause must 
be inserted in all past and future trade agreements. The escape clause in GATT 
provides that, under specified conditions, either party to a trade agreement may 
withdraw or modify any concession granted by it. 

The increasing importance of the escape clause procedure in the trade-agree- 
ments program is attested by the enactment of an escape procedure for the first 
time by legislation, in section 7 of the Trade Agreements Extension Act of 1951 
approved on June 16, 1951. 

Pursuant to section 7 of the Trade Agreements Extension Act, the Commission 
must make an investigation upon request of the President, upon resolution of 
either House of Congress, or of either the Senate Committee on Finance or the 
House Committee on Ways and Means, or upon application of any interested 
party, and the Commission is also empowered to institute investigation on its 
own motion. In making such investigation the Commission must analyze data 
with respect to the trends in production, employment, prices, profits, wages, sales, 
inventories, imports, the proportion of the domestic market supplied by domestic 
producers, and other pertinent factors. Whenever in the course of an investiga- 
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tion the Commission finds evidence of serious injury, it nrust hold a publie hearing. 
In all cases arising under this provision except one, public hearings have been held. 
If as a result of the investigation and hearing the Commission finds that serious 
injury is being caused or is threatened to a domestic industry as a result of in- 
creased imports, it must recommend to the President appropriate modification or 
withdrawal of the concessions or imposition of import quotas. On the other 
hand, if the Commission finds no serious injury, it must publish a report stating 
its findings and conclusions. 

Until 1952, the Commission’s escape clause work required a relatively small 
expenditure of time. From April 1948 through April 1951, a total of only 21 ap- 
plications were filed. Moreover, the Commission was empowered, under the 
former escape-clause procedure, to dismiss without formal investigation, hearing 
or report, applications which appeared on informal preliminary inquiry not to be 
well founded, Of the 21 applications for escape-clause investigetions 15 were 
dismissed and 2 were withdrawn. As a result, only 5.8 man-years were expended 
on eseape clause work in fises! 1950, and 6.6 in fises! 1951. 

A number of events combined to intensify the interest of the domestic indus- 
tries in the escape-clause procedure. These included the hearings of the Senate 
Finance Committee on the Trade Agreements Extension Act held in the spring 
of 1951; the conclusion of the multilateral tariff negotiations at Torquay, Eng- 
land, in April; and the final approval in June 1951 of the Trade Agreements 
Extension Act containing an expanded escape-clause procedure which requires 
the Commission to make an investigation upon the application of any interested 
party, as well as upon congressional or Presidential request. In addition, in- 
terest in the escape clause has been stimulated by the more recent tendency 
toward increased imports of competitive foreign products into the American 
market. The effect of these developments has been evidenced by the greater 
number of escape-clause applications filed. 

During the fiscal year 1952, work on escape-clause investigations required the 
expenditure of 30.7 man-years, or nearly 5 times the average of the 2 preceding 
years. In 1953, eseape-clause work increased to 31.1 man-years. 

The Commission believes that eseape-clause work will continue without sub- 
stantial change in 1954 and inerease in 1955. Four escape-clause investigations 
instituted in fiscal 1953 are still in process. A new investigation on watches and 
parts has been instituted. Escape-clause applications on lead and zine and on 
safety and straight pins are now under investigation. In addition, correspond- 
ence and informal conferences with business and trade groups indicate that many 
commodities are likely to be the subject of escape-clause investigations within 
the next 2 vears. 

In view of the foregoing considerations, the growing revival of foreign produc- 
tion, and of the literally thousands of commodities which constitute potential 
sources of escape-clause applications, the Commission believes that it is being 
very conservative in estimating its man-year requirements for this work at 32 
in 1954 and 33 in 1955. 

Peril-point investigations.—Section 3 of the Trade Agreements Extension Act of 
1951 reestablishes the so-called peril-point procedure which was included in the 
Trade Agreements Extension Act of 1948, but was omitted from the 1949 act. 
Under this provision, the President is required, before he enters into negotiations 
concerning any proposed trade agreement, to transmit to the Tariff Commission 
a list of the articles that may be made the subject of negotiations. ‘The Commis- 
sion is then required to make an investigation, including a public hearing, and to 
report to the President the maximum concession that can be made with respect 
to each listed commodity without causing or threatening serious injury to the 
domestic industry producing like or directly competitive articles. The Commis- 
sion is required to report its findings to the President not later than 120 days after 
it receives the list of articles to be considered in the negotiations. 

How much work will be involved in preparing peril-point reports will depend, 
of course, on the number, the size, and the composition of the lists of commodities 
transmitted by the President. In full-scale multilateral trade-agreement nego- 
tiations such as those at Annecy, in 1949, the reports required very large amounts 
of detail work. In order to enable the Commission to make its peril-point findings, 
the Commissioners, commodity experts, and economists must prepare a detailed 
digest of information on each commodity. In some instances field work is neces- 
sary to obtain additional information. The Commission must hold a public 
hearing on the list of commodities, and in the light of the information obtained 
at the hearing and supplied by its experts must make its findings on each of the 
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items listed. With the assistance of the staff it must draft a report to the Presi- 
dent on its — 

Since the peril-point procedure was omitted from the Trade Agreements 
Extension Act of 1949, the Commission conducted no peril-point work during 
fiscal 1950 and 1951. Because the only trade-agreement negotiations conducted 
in 1952 were those with Venezuela, involving primarily petroleum and iron 
products, the Commission expended only 0.6 man-year for peril-point work in 
that year. No peril-point work was required in 1953. 

Because of the administration’s announced policy that no trade-agreement 
negotiations will be undertaken in 1954, the Commission has estimated that no 
work of this nature will arise during 1954 or 1955. In view of the more than 40 
countries with which trade agreements are in effect, and the large number of 
industries covered by the agreements, it is evident that any significant peril-point 
work would place a serious strain on the Commission’s resources. 

Reports on the operation of the trade-agreements program.—Each of the successive 
Executive Orders, 9832, 10004, and 10082, has required the Tariff Commission 
to report to the President and’ to the Congress, at least once each year, on the 
operation of the trade-agreements program. ‘Thus far the Tariff Commission 
has issued five such reports. 

The Commission’s reports on the operation of the trade-agreements program 
are the only comprehensive and definitive studies on that subject prepared by the 
United States Government or private organizations. They not only keep the 
President and the Congress informed of the progress of the program, but also 
inform the public of developments in one of the major fields of United States 
foreign economic policy. Among other things, the reports include analyses of 
changes in trade agreements legislation and procedures: developments respecting 
the multilateral General Agreement on Tariffs and Trade; concessions granted by 
the United States in trade-agreements negotiations, including the effects of the 
United States concessions on the level of the United States tariff; changes in 
tariffs and nontariff import controls of countries with which the United tates 
has trade agreements; and United States measures affecting imports of trade 
agreements items. 

In past years, preparation of these reports required about 3 man-years. On 
the basis of this experience, the estimates for this purpose are carried forward at 
3 man-years for 1954 and 1955. 

Executive Order 10401.—Section 7 of the Trade Agreements Extension Act of 
1951 provides in part that tariff increases, quotas or other modifications of con- 
cessions through escape-clause action under that section, shall continue in effect 
only for such time as may be necessary to remedy or prevent serious injury to the 
domestic industry concerned, 

Executive Order 10401, issued during fiscal 1953, implements the provision 
of section 7 discussed above by requiring the Tariff Commission, whenever a 
concession is modified thereunder: To maintain a continuing review of the com- 
modity affected; to make a report and recommendation to the President con- 
cerning the continuance of the concession modification within 2 years after the 
original modification, and each year thereafter as long as the modification re- 
mains in effect, or whenever requested by the President. 

Only 1 man-year was expended under Executive Order 10401 during 1953, its 
first year of operation, In view of the volume of escape-clause work anticipated 
and the cumulative effect of the order, the Commission believes that its estimate 
of 2 man-years in 1954 and 1955 for this work may well be greatly exceeded. 

Other trade-agreements work.—Under this heading are covered a wide variety of 
activities not included in the preceding sections, but which derive from the trade- 
agreements procedure established by Executive Order 10082 and its predecessors. 
» As illustrated by the Commission’s participation in the multilateral negotia- 
tions at Geneva, Annecy, and at Torquay, England, these activities may be 
outlined as follows: 

(1) Preliminary survey of import items in order to eupply their tariff history, 
statistical background and related information to the trade-agreement authorities 
as a basis for considering commodities on which concessions might be made. 
+ (2) Formulating into appropriate legal language for public announcement the 
items tentatively selected for possible concessions. 
| (3) Preparation of confidential digests of the latest information on production, 
consumption, trade, competitive factors, and the probable effects of concessions, 
covering the items selected for negotiation. 

(4) Preparation of digests of the testimony of all witnesses appearing at hear- 
ings of the Committee for Reciprocity Information. 
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(5) Service of staff experts on the country committees established to assist in 
preparing for negotiations with each foreign country involved, and with the 
teams carrying on negotiations with each country. 

In addition to the foregoing activities in connection with new or general nego- 
tiations the Commission must give like assistance in connection with the termina- 
tion, modification or renegotiation of existing agreements—such as have arisen 
with respect to the agreements with Mexico, China, Switzerland, and Venezuela. 

In large part by reason of the Torquay negotiations, this general trade agree- 
ments work has been substantial in the past, accounting for 49.5 man-years in 
1950, and 31.9 in 1951. In line with the discussion of peril point work, the 
Commission’s estimates for general trade-agreement activities have been held to 
a minimum figure of 2 man-years for 1954 and 1955. 


C. Assistance to Congress and congressional committees 


Section 332 of the Tariff Act of 1930 requires the Commission to put at the dis- 
posal of Congress, whenever requested, any information or assistance at its com- 
mand. Over many years, work undertaken at the request of Congress, congres- 
sional committees, and individual members has accounted for a substantial share 
of the Commission’s activities. The principal aspects of this work may be 
briefly described as follows: 

Reports to committees of Congress on proposed legislation —Committees of Con- 

, to which are referred bills and resolutions on tariff and trade matters, 
regularly request the Tariff Commission to analyze such proposed legislation. 
Most of these requests come from the House Ways and Means Committee and 
the Senate Finance Committee. 

Preparation of comments on proposed legislation often involves extensive 
work by the Commission and its staff. For example, when a bill looking toward 
modernizing and simplifying the administrative and procedural provisions of 
the customs laws was being considered, the Tariff Commission prepared a 66-page 
report analyzing the 24 sections of the bill. Other reports on proposed legislation 
are not as extensive but usually involve technical drafting problems which require 
considerable time of the Commission’s legal experts. Even after the Commission’s 
reports are made, the committees in charge of the bills often request personal 
assistance of the Commission’s legal experts in making redrafts of the proposed 
legislation. 

Other services to committees of Congress.—Besides requesting reports on proposed 
legislation, congressional committees frequently ask the Tariff Commission for 
other assistance with respect to legislation being considered. This assistance 
pene oe | takes the form of oral testimony by Commission experts at hearings, of 
attendance of one or more members of the Commission’s staff at hearings to assist 
the committee, or of furnishing additional information in response to questions 
that develop at hearings. For example, when the tariff treatment on fresh or 
frozen tuna was being considered, members of the Commission’s staff appeared 
before the Senate Finance and House Ways and Means Committees to supply 
technical information on the existing tariff situation, as well as statistical and 
other information on domestic production, consumption, imports, exports, and 
prices of tuna, and world production and international trade in that commodity. 

en certain types of legislation are being considered, this kind of assistance to 
congressional committees involves a large amount of work by the Commission’s 
staff. 

At times, congressional committees also have called upon the Com- 
mission to prepare more elaborate and extensive reports than those already men- 
tioned. For example, in fiscal 1949 the House Ways and Means Committee 
requested the Tariff Commission to prepare a detailed report on the proposed 
charter for an international trade organization. While it is impossible for the 
Commission to foresee the type and extent of the special services that committees 
of Congress may require of it, it must be prepared at all times to receive and act 
on these requests. 

Service to individual Members of Congress.—Another important element in the 
Tariff Commission’s services to the Congress results from requests by individual 
Senators and Representatives for various kinds of information. esponse to 
these requests frequently requires considerable research, and the preparation of 
extensive statistical compilations and other material. The Commission’s staff 
also frequently furnishes special information to the Committee for Reciprocity 
Information, to enable that committee to respond to inquiries by Members of 
Congress. 

* 


* * * * * 
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Assistance to Congress required 8.5 man-years in 1950, 10.6 in 1951, 6.3 in 1952, 
and 5.5 in 1953. 

For 1954, in view of the increasing congressional attention given to tariff 
questions, 8 man-years have been estimated for assisting Congress. In 19f5, 
major legislation resulting from the report of the Commission on Foreign Economic 
Policy will be either under consideration by Congress, or recently enacted. In 
either case the general and congressional interest in tariff issues is estimated to also 
require 8 man-years for assistance to Congress in 1955, 


D. Work under certain specific provisions of law 


Several statutory provisions impose investigative duties on the Commission, in 
aldition to those involved in the escape clause procedure. Chief among these 
provisions are: 

(1) Section 22 of the Agricultural Adjustment Act; (2) Sections 336 and 337 of 
the Tariff Act of 1930; and the Philippine Trade Act of 1946, They are briefly 
analyzed in the following paragraphs: 

Section 22 of the Agricultural Adjustment Act.—Section 22 of the Agricultural 
Adjustment Act authorized the President to restrict imports of agricultural com- 
modities if they tend to render ineffective, or materially interfere with, programs 
of the Department of Agriculture. Under this section, however, the Tariff Com- 
mission is required to conduct investigations, hold public hearings, and to make 
its reports and recommendations to the President before the latter may take 
action under this authority. 

Under the provisions of section 22, quota restrictions have for some years been 
imposed on the import of long-staple cotton, in accordance with the recommenda- 
tions of the Tariff Commission. During recent years, the Commission has con- 
ducted four supplementary investigations, including hearings, leading to adjust- 
ment of the quotas. In two of these instances, the Commission was given the 
additional nepene amy of allotting the supplementary amounts imported among 
the consuming mills. It is probable that additional supplementary investigations 
with respect to long-staple cotton will be necessary in both 1954 and 1955. 

The Commission also has a continuing investigation under section 22, begun at 
the direction of the President in the spring of 1950, with respect to almonds, 
walnuts, filberts, pecans, cashews, and brazil nuts. This investigation, on which 
public hearings were held in fiscal 1951, 1952, and 1954, will require extensive 
work on the part of the Commission in the fiscal year 1954, and also in the fiscal 
year 1955. A major section 22 investigation was completed in June 1953, on 
dairy and other products, including 6 forms of milk, 4 types of cheeses, peanuts 
and peanut oil, flaxseed and linseed oil. Additional major section 22 investiga- 
tions on oats and on wool and wool tops have recently been instituted and are 
still pending. An increasing volume of work under section 22 has become vir- 
tually inherent in this field of the Commission’s activities. This results from the 
fact that most of these investigations are and must be of a continuing nature, 
calling for an annual review by the Commission of the facts bearing on the possible 
necessity of new findings and recommendations by the Commission; so that, as 
new products become the subject of investigation and report by the Commission, 
there is a cumulative increase in the total volume of this work. 

It is likely that investigations with respect to a number of other agricultural 
products will be required under section 22 in fiscal 1954 and 1955, The amend- 
ment of section 22 under the Trade Agreements Extension Act of 1951, whereby 
action under that section is authorized without regard to international obligations, 
will continue to promote increased activity under that section. Moreover 
under another recent provision (sec. 8 of the Trade Agreements Extension Act o 
1951) a further field of potential additional work for the Commission has been 
opened. To afford emergency protection for perishable agricultural commodities, 
section 8 provides in such cases for investigation, hearing, and recommendation by 
the ‘ariff Commission, and action by the President, all of which must take place 
within 25 days after the case is submitted to the Commission. 

Sections 336 and 337 of the Tariff Act of 1930 and other special provisions of law.— 
Section 336 of the Tariff Act of 1930—the so-called flexible tariff provisions—sets 
forth the procedure by which the import duty on commodities may be changed by 
proclamation of the President, after investigation and report by the Tariff Com- 
mission, of differences in costs of production in the United States and in the prin- 
cipal competing foreign country The provisions of section 336, however, do not 
apply to a duty that has been the subject of a concession in a trade agreement, and 
have thus been relatively little used in recent years. At the direction of Congress, 
however, the Commission instituted an investigation under section 336 on China- 
ware, which entailed extensive work in 1953 and has continued into 1954. 
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Section 337 of the Tariff Act of 1930 provides for investigation by the Tariff 
Commission of alleged unfair methods of competition and unfair acts in the 
importation or sale of imported articles in the United States. During recent 
years the Commission has received an average of about two complaints under this 
section per year. The most recent concerning synthetic star sapphires, required 
an extended public hearing. An approximately equal number of future cases may 
be anticipated. 

The Philippine Trade Act of 1946 authorizes the President to impose quotas 
on imports of individual commodities from the Republic of the Philippires (so 
far as quotas are not specified in the act itself) if such imports so increase as to 
cause or threaten serious injury to United States producers. The act directs 
the Tariff Commission to conduct investigations and to make recommendations 
to the President. Thus far, no cases have arisen, but, with the rehabilitation of 
the Philippine economy, the Commission may be called upon for a number of 
investigations under this statute. 

Recent legislation imposes on the Commission the duty of observing currently 
the market price of copper, and of taking remedial action affecting imports when 
the price falls below a designated point. A relatively small but continuing 
expenditure of time is required in this connection. 

he extent of the Commission’s furture work under the several provisions dis- 
cussed under D, above, is, of course, difficult to predict with accuracy. In 1950, 
1951, and 1952, an average of orly some 4 man-years was expended on this work. 
In 1953, such work increased sharply to 16 man-vears. In view of this evident 
trend, and the underlying factors discussed above, the Commission has estimated 
its needs for this work at 20 man-years for 1954 and 1955. 


E. Special reports and studies 


Section 332 of the Tariff Act of 1930 directs the Tariff Commission to investigate 
and report on a wide range of subjects related to tariffs and international trade. 
These subjects include, among others, the fiscal and industrial effects and the 
operation of the customs laws; the effects of various types of import duties; 
tariff relations between the United States and foreign countries; commercial 
treaties; the volume of imports compared with domestic production and consump- 
tion; and the competition of foreign industries with those of the United States. 
In response to a resolution of the Senate Finance Committee, the Commission, 
completed an investigation of the tuna fishing and canning industry during fiscal 
1953. More recently, the committee has requested an exhaustive investigation 
of the lead and zine industries, which will require extensive field work and a public 
hearing, scheduled early in November 1953. 

Under the provisions of section 332, the Tariff Commission in recent years has 
issued its Summaries of Tariff Information; reports on synthetic organic che nicals; 
the publication, United States Import Duties; reports on the commercial policies 
of foreign countries; and commodity, industry, and other special reports. 

In 1951, 10.4 man-years were spent on the various reports covered under the 
present heading. In 1952, principally by reason of the increased emphasis on 
the industrial materials reports, the figure was increased to 16.4, and in 19538, 
only 3.7 man-years were so expended. As indicated previously, the Commission 
plans to curtail this activity to 2 man-years in 1954 and 1955. This is considered 
the minimum necessary to meet the continuing need for studies of this nature. 
F. Assistance to other Government agencies 

Section 334 of the Tariff Act of 1930 directs the Commission to cooperate with 
other Government agencies in appropriate matters. Over the vears, assistance 
of this kind has constituted a substantial proportion of the Commission’s work. 
Among the more important continuing work of this nature is that done by the 
Commission in collaboration with the Department of Commerce, with the 
Treasury Department, with the Department of Defense, and with the Depart- 
ment of State on matters other than trade agreements. Besides this continuing 
activity, the Commission has carried on in recent vears various kinds of work in 
cooperation with some 30 other Government agencies. The assistance the Com- 
mission gives to other Government agencies ranges from projects requiring only 
a few hours time to those requiring several hundred hours of effort by members 
of the staff. At times cooperation with Government agencies involves the detail of 
members of the Commission’s staff to other agencies for extended periods. The 
Tariff Commission is also represented on a large number of interdepartmental 
committees, and this work involves considerable time on the part of members 


of the staff. 
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During past years, the Commission has given important assistance to the 
defense agencies, and has participated in the point 4 program through furnishing 
a member of its staff for technical assistance to the Government of Costa Rica. 
The Commission has supplied information on a continuing basis to the National 
Production Authority and the Office of Defense Mobilization covering detailed 
analysis of the production of synthetic organic chemicals, and of the imports of 
various strategic commodities such as mica, graphite, and industrial diamonds. 
Such assistance is also being carried on during the current year, and, under exist- 
ing world conditions, will probably be necessary for an extended future period. 
For certain specific projects for other agencies, the Commission has received 
reimbursement. In most cases this procedure is not feasible, and, in any event, 
there can be no assurance as to the extent of reimbursable work, if any, in the 
fiscal years 1954 and 1955. 

In fiscal 1950, assistance to other Government agencies accounted for 9.8 
man-years of work by the Commission; in 1951, for 9 man-years; in 1952, for 10.4; 
and in 1953 for 11.3. The Commission estimates that such work will continue 
substantially at this level and will require 11 man-years in 1954 and 1955. 


G. Furnishing technical information to industry and the public 


On specific problems within its special field, the Commission furnishes informa- 
tion in response to requests from outside the Federal Government. These re- 
quests come from a variety of sources, such as industrial and commercial firms and 
organizations, labor unions, farm organizations, research organizations, individual 
research workers, lawyers, editors, and other private individuals. They cover a 
wide range of subjects and are received by letter, by telephone, and through per- 
sonal visits at the office of the Commission. Dealing with them entails a variety 
of work, such as preparation of appropriate letters and special statistical compila- 
tions, and conferences with individuals and representatives of organizations. In 
a large proportion of cases, the Commission is the only available source, private or 
public, of the necessary information. 

The Commission maintains no public relations staff for dealing with the 
public. It refers requests for information to the appropriate technical and 
rr experts, who handle them in addition to their other regularly assigned 

uties. 

While the Commission cannot, of course, foresee the number, nature, or extent 
of the requests it will receive from industry and the public, in recent years the 
amount of this work has been increasing. Thus, the figures for 1951 were 9.4; 
1952, 9.7; and for 1953, 10.5. It is estimated that 11 man-years will be required 
for this important activity in 1954 and 1955. 


ACTIVITY-II, EXECUTIVE DIRECTION AND ADMINISTRATION 


Comparative figures for the 2 pn eae of personnel under this activity are 
summarized over a 3-year period in the comparative activity table appearing at 
the opening of part II. 

A, Commissioners’ offices.— 

This category includes the six Commissioners, whose positions and salaries are 
fixed by statute, and their secretaries, whose positions are in a uniform grade level 
determined by the Civil Service Commission. A total of $117,855, at an average 
annual employment of 12, is estimated for this purpose in 1955. 

While the Commissioners in practice devote most of their attention to the sub- 
stantive work of the Commission rather than to administrative matters, they are 
included under activity II in conformity with standard definitions established by 
the Budget Bureau. 


B. Administrative services.— 


This category includes the Secretary’s Office, and the Personnel, Finance, Mail 
and Files, and Messenger Units. The total estimate for this category in 1955 is 
$99,045, at an average annual employment of 23. 

The rcentage of the estimate for administrative services to the total appropria- 
— thus have decreased from approximately 7.5 in 1954 to 7.4 percent for 

The Commission believes the amount requested for this category is the minimum 
needed to support the Commission’s substantive work. 
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Ill. MISCELLANEOUS EXPENSE REQUIREMENTS 
As stated under section II, the estimates for all miscellaneous objects of ex- 


penditure are included under ‘‘Activity I.’’ These estimates are itemized and 
compared with the present and previous years in the following table: 


Comparative miscellaneous expense table 


Actual, Actual, Estimate, 
Object 1952 1953 1954 1955 


MISCELLANEOUS OBJECTS 
Travel 
Transportation of things 
Communicatio 


Printing and reproduction 
Other contractual services 

Services performed by other agencies 
Supplies and materials 
Equipment 4, 000 
Taxes and assessments 298 


SS 288 


51, 000 


The miscellaneous estimates for 1955 total $62,600, and constitute only 4.7 
percent of the total estimate, less than half of the average percentage for inde- 
pendent agencies. 

By major items, the 1955 estimates for the several miscellaneous objects may 
be analyzed as follows: 

02 Travel, $15,000—The necessity for travel by the Commission’s staff 
arises primarily from its formal investigations under the ‘‘escape clause’ of the 
Trade Agreements Extension Act of 1951, section 22 of the Agricultural Adjust- 
ment Act, and other provisions of law, and to a lesser extent for the purpose of 
kee ing its experts abreast of current conditions in their respective industries. 

ield investigation in escape clause and related cases is essential to the gather- 
ing of accurate information as a basis for decisions by the Commission. Through 
its many years of experience, the Commission has found that the securing of 
information by mail or at public hearings frequently fails to produce the detailed 
information needed, and affords little opportunity for verification of the neces- 
sary information on costs, production, industrial practices, and related factors, 
submitted by interested parties. 

The Commission has also found that, to keep its technical experts in realistic 
and effective touch with their specialized fields, it is essential that their office 
study and research be supplemented by actual field contacts with the companies, 
plants, and associations involved. 

The Commission cannot, of course, determine with absolute accuracy the 
extent of travel necessary during the coming year, but under all foreseeable 
conditions believes that its estimate of $15,000 is conservative. 

The Commission will, as in the current and former years, hold its travel expend- 
itures to the minimum consistent with effective discharge of its responsibilities. 

03 Transportation of things, $50—The small item of $50 under this heading 
is needed to permit payment of freight charges on certain duplicating and other 
Supplies in instances where these can be purchased more advantageously on an 
f. 0. b. basis outside of Washington. 

04 Communications, $5,550.—This request is to provide for local telephone 
service, and for telegrams and toll charges incident to the scheduling of hearings 
and field investigations. 

The amount needed for this purpose has been practically constant from year 
to year; however, the amount requested for 1955 is increased slightly to allow for 
increased costs of service. 

Penalty mail, $2,500.—Recent legislation requires each agency to bear its own 
mailing costs. Through a projection of the costs to date, the Commission esti- 
mates its costs for penalty mail at $2,500 for the fiscal year 1955. 

06 Printing and reproduction, $10,000.—The approximately $17,500 spent for 
this purpose in 1953 provided for the printing of only a limited number of the 
Commission’s investigative reports and the most essential of the Commission’s 
continuing reports and documents, including the annual report of the Commission, 
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the annual report on the operation of the trade agreements program, the annual 
report on synthetic organic chemicals, United States import duties, and the 
Commission’s rules of practice and procedure. 

The estimate of $10,000 for 1954 and 1955 will permit the printing of only the 
major continuing items and a few, if any, of the reports of investigations. 

0? ~=Other contractual services, $2,000.—This item includes all repair services on 
typewriters, calculating machines, and other office machines, secured from non- 
governmental sources, and the rental of duplicating equipment required for the 
printing of the Tariff Commission reports. As much of the Commission’s 
equipment is overage, the $2,000 requested is the lowest necessary to maintain 
minimum standards of operation, and to continue the rental of the duplicating 
equipment. 

Services performed by other agencies, $4,000.—This includes provision for re- 
imbursable health service at approximately $12.55 per employee; laundry service 
reimbursed to Federal Prison Industries; reimbursable repairs and maintenance 
of offices and equipment furnished by General Services Administration: and the 
cost of any security investigations required. 

The amount requested is pabpitiered the minimum necessary for such services. 

08 Supplies and materials, $12,500.—The amount of $12,500 requested is com- 
parable to the amount of $12,165 expended for 1953, and $12,500 estimated for 
1954. It represents the minimum needed for efficient operation. 

09 Equipment, $10,000.—During 1953, in order to improve the effectiveness of 
the limited staff, it was necessary to increase the equipment allotment to $12,363 
to provide for the purchase and replacement of adding and calculating machines. 
For 1954, no purchases or replacements of such machines are planned under the 
reduced allotment of $4,000. The sum of $10,000 is requested for 1955 for meeting 
normal equipment needs and for replacement of the oldest of 20 adding and calcu- 
lating machines and 35 typewriters which are already over 12 years old, and are 
falling below acceptable standards of efficiency. 

15 Taxes and assessments, $1,000.—This item is to provide for Federal insur- 
ance contributions taxes on present and prospective employees who are excluded 
from the Retirement Act under present legislation. 

The amount of $1,000 has been computed on the basis of the Commission’s 
experience as to the proportion of employees subject to the Federal Insurance 
Contributions Act in relation to the estimated total! of positions for 1955. 


BACKGROUND OF NEW COMMISSIONERS 


Mr. Puiuurps. It has been the custom of this committee for a long 
time that whenever we have a Commission like yours—I think we 
applied this same rule to you if you remember—we ask the Commis- 
sioners to give us a little statement of their background. We will 
begin with Mr. Talbot. I think we could give that for you, since 
we feel we know you well. 

Mr. Tatzor. Do you mean my personal background? 

Mr. Puiturps. Yes. You are from Connecticut? 

Mr. Taxsor. I am from one of the few States that do not have 
primaries. I am from the State of Connecticut, and we still have the 
old convention system. After graduating from college and law school 
I worked and practiced law in Connecticut since 1925. Then I was 
engaged in polities and became prosecuting attorney, judge of the 
court, and finally State treasurer of the State of Connecticut and also 
later workmen’s compensation commissioner. I arrived down here 
with some of you gentlemen in the 77th Congress and served in the 
77th, 78th, and 79th Congresses. I returned to Connecticut and 
practiced law again until I was appointed this past spring by President 
Eisenhower to the United States Tariff Commission. 

Mr. Patturps. We are glad to see you back. 

Mr. Tausor. Thank you. 

Mr. Paruurrs. I believe you are Vice Chairman of the Commission; 

Mr. Tatzor. That is right. 
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Mr. Putuurps. We will next hear from Mr. Schreiber. 

Mr. ScurerBer. Well, | spent a matter of about 20 years with the 
Department of Agriculture and most of it was in the Foreign Agricul- 
ture Service. I covered some 30 or more countries and I fought many 
a battle with our colleagues in the State Department about these 
matters. I worked very closely with the Commission during those 
years and its various staff members, and I suppose I have been in 
every important dried fruit producing area in the world, not once, 
but many times. I think that is about it. I have been out in the 
Orient and various other places. 

Mr. Puiuures. What Mr. Talbot knows about industry and what 
you know about agriculture ought to make a balance on the Com- 
mission, had it not? 

Mr. ScurerBer. We hope so. 

Mr. Puitires. We have already had statements from the other 
members of the Commission. 

Mr. Brossard, do you wish to make a statement? 


GENERAL STATEMENT 


Mr. Brossarp. The Tariff Commission appreciates this opportunity 
to appear before you and to discuss with you our fiscal problems for 
the coming year. The details with respect to the appropriation 
requested for 1955 and the factors upon which the request is based 
are contained in our written justification. 

At this time I should like very briefly to outline the situation we 
are facing. The total amount of the Commission’s estimate for 1955 
is $1,333,600 which is slightly in excess of the total of $1,297,375 
available for the current year. Because of increasing costs both in 
personal services and operating expenses, the amount requested for 
1955 will permit merely the maintenance of the Commission’s staff 
level at an average employment of less than 200. This level of 
employment compares with an average of over 300 during the prewar 
and wartime years. 

Mr. Puiuuips. You, actually, are asking for 204 positions, but you 
expect the average number to be about 199? 

Mr. Brossarp. Yes; that is right. 

As the Tariff Commission contemplates the fiscal year 1955, it is 
evident that the nature and amount of its work will depend to a con- 
siderable degree on factors which cannot now be definitely known. 
Such factors include the recommendations of the Commission on 
foreign economic policy; possible legislation affecting tariffs and inter- 
national trade; and the general level of economic activity in the United 
States and in other principal trading countries. While the Commis- 
sion cannot anticipate at this time the exact amount and nature of its 
work in 1955, it seems quite clear that its workload will be increased. 
The effect of all of the several bills introduced in the last Congress 
relating to tariff matters would be to increase substantially the duties 
of the Tariff Commission. It is obvious that the controversial issues 
surrounding the impact of imported products on competing domestic 
industries will continue to require the expert and objective analysis 
of the Tariff Commission during the ensuing year. 

The amount requested is the minimum necessary to permit the 
Commission to discharge these duties effectively. 
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I Srakges again for this opportunity to express our views and we 
will be glad to answer any questions you have. 

Mr. Paruurrs. While hens on this page of the printed budget, I 
will just go down and ask you about one or two minor details. 


WITHIN GRADE INCREASES 


I notice that even though the average grade of your employment 
remains the same, there is a slight increase in the cost of that service. 
It amounts to only about $15,000. Is that the result of in-grade 
increases? 

Mr. Brossarp. In-grade automatic increases in salary that Con- 
gress has voted and which we do not have any control over. 


REIMBURSEMENTS FROM OTHER ACCOUNTS 


Mr. Purtuirs. Explain, please, the amount of money you get as 
reimbursement from other accounts this year. $6,000 this year and 
an estimate of that amount for next year, I notice, has been included. 
In 1953 you had almost $30,000. 

Mr. Bent. We carried on a number of activities for so-called 
emergency agencies. 

Mr. Paruures. You did that during 1953? 

Mr. Bznr. Yes, sir. The only one that is of a permanent nature is 
this item of $6,000 which has to do with the reproduction of written 
materials for the War Claims Commission. They do not have a 
duplicating plant so we do that work for them. 

tr. Puituirs. Then, you really are not carrying on any investi- 
gation or analytical work for other agencies? 

Mr. Bent. Well, we have an item in there which is called ‘‘Assist- 
ance to other Government agencies,’”’ but it is of a type that is not 
suitable for reimbursement. 

Mr. Puaruurps. Please explain that; I do not understand it. 

Mr. Bent. Well, it will not be an item you will find there. We 
have only the one lump-sum appropriation, but in attempting to 
analyze our activities, we identify certain of them as ‘Assistance to 
other agencies.” One, for instance, is assistance to Congress and 
congressional committees, and the other one is assistance to other 
Government agencies. 

Mr. Puturps. And those agencies cannot reimburse you? 

Mr. Bent. Normally it is a composite thing where people who are 
a on committees ask us to run down something that, perhaps, 
will take 2 hours to do, and all of that is recorded. 


OTHER CONTRACTUAL SERVICES 


Mr. Puiturrs. There is an increase in contractual services, 07, of 
$1,500. Why do you expect more contractual services this year than 
either last year or the year before? : 

Mr. Bent. That involves the rental of equipment primarily. It 
also includes work that the General Services Administration does for 
us. We do not have any laborers of our own so when we get involved 
in a moving operation or anything like that we have to contract with 


the General Services Administration people. 
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Mr. Puiuurrs. If you allow $1,500 additional for that, why do you 
allow $6,000 additional for the purchase of equipment? 


EQUIPMENT 


Mr. Bent. Well, that again, is a story which I can give you in 
considerable detail. I have a statement here, or a chart on it, but in 
a word a great deal of our equipment is very ancient. We are an 
old institution. 

Mr. Puiturrps. What type of equipment is it? 

Mr. Bent. It consists primarily ot typewriters and adding machines 
and various kinds of calculating machines. 

Mr. Puiuuirs. You can buy a lot of typewriters and adding ma- 
chines for $6,000? 

Mr. Bent. That is correct, sir. I will give you a further statement 
on that. Would it be agreeable for me to give you a statement for 
the record on that at a later date? 

k Mr. Puiturps. Yes; put it in the record and show what you expect 
to spend the $6,000 for. 
r. Bent. Yes, sir. 


09 Equipment—Planned replacements for 1955 
Typewriters: 


20 Remington-Rand Noiseless, at $135 

Purch in 1937, 1938, and 1939, and within replacement 
standards of General Services Administration; trade- 
in-value, 20, at $12.50 (estimate) 


2 long-carriage Remington; at $165 
Purch 


Calculating machines: 
5 Marchants, at $750 
Purchased 1938, 1941, and 1942; trade-in-value, 5, at $50 
(estimate) 


2 Remington-Rand adding machines, at $260 
Purchased June 30, 1941; trade-in-value, 2, at $40 (esti- 


Replacements of these machines will fill our most urgent needs. Eight Monroe 
calculators purchased in 1939, 1941, and 1942 still will need replacement and 5 
ee purchased in 1923-24. These require less repair work so are still 
retained. 

OTHER CONTRACTUAL SERVICES 


Mr. Puiuties. You have other contractual services in addition to 
the services to other agencies which was increased by $1,000. In 
other words, you have an actual increase of $1,000, plus $1,500, 

lus $6,000, or $8,500 which, in general, applies either to services per- 
ormed for you or to the equipment with which those services will be 
performed. 

I think you had better give us a breakdown at this point in the 
record showing what they are. 

Mr. Bent. Very well, sir. 


|| 
250 
—— $2, 450 
, at $15 (estimate) --- 30 
300 
250 
——_ 3, 500 
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OY Other contractual services 


These services obtained from non-Federal sources, consist of repairs to office 
equipment, i. e., typewriters, calculating machines, dictograph, duplicating equip- 
ment, cleaning of rugs, ete. Also includes rental of Xerox equipment, estimated 
at $850 for 1954 and $1,140 for 1955. 


Services performed by other agencies 


Consists of services obtained from Federal agencies, as follows: 

General Services Administration.—For furnishing laborers for moving furniture, 
etc., for refinishing and repairing furniture, for installing electrical outlets, buzzer 
systems, additional lights in basement workrooms, ete. 

Civil Service Commission.—For security investigations ($700 obligated to date). 

Prison industries.—For laundry service. 

Public Health Service.—For furnishing health services during 1955, $2,410. 

The Tariff Commission has been without health services since July 1953. A 
survey made at this time by the Public Health Service indicates that under exist- 
ing standards, there is a definite need for a health unit in the Tariff Commission 
Building. Cost to Tariff Commission for 1955 would be $2,410. 

It is anticipated that need for laborers during 1955 will decrease considerably 
due to the fact that moves made for more efficient workspace during 1954 will not 
be duplicated in 1955. 

Mr. Puitures. Has your organization, other than the actual per- 
sonnel of the Commissioners, and so forth—has the purpose of your 
organization or the type of your work changed any since you were 
here last year? 

Mr. Brossarp. Practically not as yet. 


“PERIL POINT’ PROGRAM 


Mr. Patties. I notice that you said on one page of this report 
that you were doing nothing, to speak of, on the peril point program. 

Mr. Brossarp. We have not because there have been no trade 
agreement negotiations. 

Mr. Putiuies. Have you not been doing something on the peril 
point question prior to this report? 

Mr. Brossarp. Only the year before. There is a statement about 
that in this report which describes the situation. 

Mr. Benv. During fiscal year 1952 there was a negotiation with 
Venezuela which had to do with petroleum and pig iron. 

Mr. What do you call them? Investigations or analyses? 

How many projects have you underway right now under the 
escape clause and the peril point program or any other investigations 
going on in your agency? 

Mr. Benrv. I have a list here of all the actions which are pending, 
and I would be glad to give you that. 

Mr. Paiturs. How many of them are there? 

Mr. Brossarp. I can give you those. There are about 15 investi- 
gations at the present time under the escape clause. 

Mr. Putuurps. Will you read them off to us? 


“PSCAPE CLAUSE’’ INVESTIGATIONS 


Mr. Brossarp. There are investigations underway on watches, 
scissors, shears, safety pins, straight pins, lead {and zinc, groundfish 
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fillets, and clover. And, under the escape clause, additional informa- 
tion requested by the President, in addition to reports which we have 
already made to him but which were returned to us and additional 
information was requested, has been furnished on screen-printed silk 
scarves, and hand-blown glassware. That is 7, and then these 2 
make 9 under the escape clause. Under the escape clause as 
reinvestigations are hatters’ fur, and dried figs. Under those we have 
to report each year to the President and recurring years following as to 
any possible change in the status quo of those articles. 


SECTIONS 22, 332, 336, AND 337 INVESTIGATIONS 


Under section 22 of the Agricultural Adjustment Act, as amended, 
we have two underway now—wool and rye; section 337, which is the 
unfair practices section which we have to investigate, we have two 
that are underway at the present time and they are synthetic star 
sapphires and rubies and combination spray and spout plumbing 
fixtures. Both cases involve United States patents and infringements 
of patents by imported products. 

Under section 336 of the Tariff Act of 1930 there is an investigation 
which we have underway which was ordered by the Senate Finance 
Committee on household chinaware. Under section 332 we have a 
big investigation underway which was ordered by both the Ways and 
Means Committee of the House and the Finance Committee of the 
Senate last year on lead and zinc. 

In addition to this section 332 investigation on lead and zine we 
have a section 7 or an escape clause investigation on lead and zine that 
we had to make at the request of the industry, because after we had 
been ordered to make the initial investigation under section 332, the 
industry on its own initiative made application for an escape clause 
investigation of those products. 


BICYCLE INDUSTRY 


Mr. AnpREws. What is the situation in regard to bicycles? 

Mr. Brossarp. There is nothing except keeping up the information 
to date on bicycles. 

Mr. AnpreEws. I had a long letter from some organization recently 
complaining about the threat to the bicycle industry in this country. 

Mr. Brossarp. Yes; we made an investigation on bicycles and the 
Commission made a report to the President on that. Let me correct 
that—we did not make the report to the President. As a matter of 
fact they made a report but the majority of the Commission found 
that there was no serious injury to the bicycle industry and conse- 
quently the report did not go to the President, but a minority found 
that there was injury. 

Mr. Anprews. That is what I understand. 

Mr. Brossarp. I believe Mr. Talbot desires to add something to 
my statement. 

Mr. Tausor. Yes; I would like to supplement that if I may, Mr. 
Chairman. 

Mr. Puiturs. You may proceed. 

Mr. Tausor. There have been inquiries recently as to the impor- 
tation of bicycle parts and an effort is being made to analyze through 
the customs’ office the number of spokes, the number of handle bars 
and the various parts of bicycles that are being imported in large 
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quantities into the United States. That jou. d is now being made 

and, although, it is not directly being made by the Tariff Commission, 

it is being made with the assistance of that part or division of the 
mmission in New York City. 

Mr. Putuurrs. Before you leave that subject directly, was the 
previous investigation made on bicycles or was it made on bicycles 
and motorcycles? 

Mr. Brossarp. There were two separate investigations. One was 
made on bicycles and parts and one on motorcycles and parts. Both 
teperte have been completed and have been made public. 

r. Patties. According to your statement, you are making 
not over 18 investigations of one kind or another. 


OTHER INVESTIGATIONS 


Mr. Brossarp. I might mention a couple of others. The Randall 
Commission on Foreign Economic Policy has made many requests on 
the Commission for information during the past year and we have had 
to furnish a vast amount of information to them and have given them 
priority in their investigations at their request. Also, we have 

articipated in the Philippine Interdepartmental Committee’s activ- 
ities because the Philippine Government has, as you know, made a 
request for some changes in their agreements with us in order to get 
free from the requirements of the Philippine Independence Act. 
We have other committee work such as Trade Agreements Com- 
mitee and other interdepartmental committees. The Commission 
has done quite a bit of that kind of work and also has done work with 
the Office of Defense Mobilization. We have also had a good many 
of our staff people involved in getting information to them and in 
their setting up of a good many committees. Requests have come 
forward for personnel of our staff to be members of those committees. 

Mr. Puituips. What percentage of your time would you estimate 
has been given to this last group which you mentioned, which is the 
Randall Commission, the Philippine Trade Agreements Committee 
and the ODM? 

Mr. Brossarp. Do you have any idea about that, Mr. Ballif? 

Mr. Bauurr. I think those would probably be items which would 
fall within this assistance to other agencies. 

Mr. Patiups. What percentage of your time was taken on that? 

Mr. Bent. That, on the whole, would probably take about 5 per- 
cent of our time. 

Mr. Puiuurrs. All right; 95 percent of your time is being given to 
not over 16 to 18 different investigations by the Commission, which 
you said was the number a year ago. Have you any way to estimate 
whether that is normal or not? 

Mr. Bent. May I interpose a thought at this point? This chart 
which appears on page 6 of our justification shows an itemized break- 
down as to how we have spent our time for the past 3 years and how 
we estimate it will be spent during the next year or two, but it is quite 
a broad group of activities which is not limited to those particular 
investigations. 

Mr. Pariutps. On that basis about 40 percent of your time is spent 
on 16 items, or it says so here. 

Mr. Bent. Are you speaking of the trade-agreements item? 
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Mr. Puiturrs. No. These 16 items on which you are having 
investigations made would come to 40 percent and would be under 
subhead (b). 

Mr. Bent. Some of them would and some of them would not. 
Some of them are section 22 cases which would fall down here under 
(d) and there are still others which would probably come under 
section B. 

Mr. Puiturps. If I take section D and add that to it, 50 percent, 
or more, of your time is spent on 16 cases which you are working on. 

Mr. Bent. Well, those figures are man-years or, in effect, average 
employment rather than percentagewise. However, since they total 
apgramanatety 200 the easiest way to get the percentage is to divide 
it 


r. Puriurps. You are the one who set up the criteria. I did not. 
I am just quoting you here. I am taking your chart and applying 
it to this ere. 

I notice also in this list of 16 items that only 2 items have any- 
thing to do with agriculture. Is that about the customary propor- 
tion, Mr. Bent? 


AGRICULTURAL INVESTIGATIONS 


Mr. Tatsor. We have just finished with 22 agricultural products 
within the last 3 or 4 months. 

Mr. Puiuuirs. Apparently only dried figs and clover has been 
worked with. 

Mr. Tatzor. We have worked on rye, oats, nuts, wool, cheese. 
We have worked on 23 dairy | meee under section 22 of the Trade 


Agreements Extension Act. There have been about 25 agricultural 
commodities investigations under way in the past year. 

Mr. Puriurres. Do you get these problems at the end of the line or 
do you get into the reciprocal-trade agreements conferences before 
they decide what problems they are going to make for you? 

Mr. Brossarp. Well, there has been a representative from the staff 
of the Tariff Commission on the Trade Agreements Committee, but 
that is an interdepartmental committee which has 7 or 8 or 15 on the 
committee. 

Mr. Puiiurrs. I spent about 3 weeks last summer not more than 
25 miles from Geneva and while I was over there they were having a 
meeting on the trade-agreements question and I did not see any of 
you people over there. 

Mr. Brossarp. No; we had no one there, They did not ask us to 
send anyone over and did not invite us to do that. 

Mr. Bent. Mr. Chairman, if you think it would be helpful, we have 
here a list of all of our investigations under the escape clause, under 
section 22 of the Agricultural Adjustment Act, and under sections 332, 
336, and 337 of the Tariff Act. 

Mr. Parurrs. Over how long a period is that? 

Mr. Benr. Since the escape clause—going back to the beginning of 
the escape clause which started in November 1948. Section 22 started 
back in 1939. 

Mr. Puiuuirs. How many pages are involved? 

Mr. Bent. Well, it is not too long. 

Mr. Paturrs. Will you please give it to the reporter and we will 
have it made a part of the record at this point. 

(The matter referred to is as follows:) 
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Investigations under sec. 22 of the Agricultural Adjustment Act, as amended 


Letter from | Investigation Re sent to 
Artiste President ordered | Date of hearing ent 
Wheat and wheat products......... Dec. 13,1989 | Dec. 14, 4) 19, 1941.4 
Cotton and cotton waste.......___. July 26,1939 | July 26,1939 | Aug. 14-16, 1939._| Aug, 25, 1939, 
Cotton having staple of 1!Me6 |.-.-.......-..- Dec. 4,1940 | Dee. 11, 1940. ___- Dee. 13, 1940. 
inches or more in len 
American — and cotton 
waste, 
Cotton samples | Nov. 12, 1941 | Dec. 10, 1941. Feb. 23, 1942, 
Cotten 
vstaple cotton, global June 10, 1942. 
Short, "hart cotton, quotas...__|........-.----- Sept. 17,1946 | Oct. 14, 15, 1946__| Dec. 31, 1946. 
Long staple cotton, modifica- |........--.---- Jan. 23,1947 | Feb. 18, 1947_.._.| Apr. 21, 1947. 
tion of quotas. tom 
ay 14, 
Jan. 15, 1948 | Feb, 17, 18, 1948. 14, 1948-sup- 
emen’ 
Cotton having a June 9,1949 | July 7, 1949___.__- Aug. 11, 1949. 
ches or more length; 
change in opening date. 
Harsh or rough cotton, sup- |_...........--. June 30,1950 | July 18, 1950_____- Aug. 14, 1950. 
plemental quota. 
Extra-long staple cotton, sup- |.-.......--.--- Sept. 20, 1950 | Sept. 29, 1950.....| Oct. 5, 1950. 
quota. 
Harsh or rough cotton, supple- |_.............. May 28,1951 | June 13, 1951. __..| June 19, 1951. 
mental quota. 
Wdible tree nuts... .....<.......... Apr. 13,1950 | Apr. 13,1950 | June 27, 28, 1950._| Nov. 24, 1950.5 
July 12,19514) Sept. 12-14, 1951_.| Nov. 28, 1951. 
Edible tree nuts (supplemental) ....|__...........--- June 19,1952 | J i 28, 29, 30, | Sept. 25, 1952. 
June 30,1953 | Aug. 24, 25, 1953..| Sept. 21, 1953. 
Wool and wool Sept. 2,1952 | Sept. 2, 1952 29, 30, Oct. | 
Certain dairy and other products Apr. 8,1953 | Apr. 10,1953 Miy 4.5.7, 7, and | June 1, 1953. 
June 6,1953 | June 10,1953 july 2, Oct. 9, 1953. 
Wool and wool July 9.1953 | July 10,1953 us. 1, Sept. 1 
Rye, rye flour, and rye meal_.____- Dee. 9,1953 | Dee. 11,1953 ton 12, 1954.._..- 


1 On Jan. 25, 1940, the President directed that the scope of the investigation be extended in accordance 
with amendment to sec. 22. The investigation was extended on Jan. 26, 1940. 
? There were other later steps ie ey investigation and supplemental reports were sent to the President 


on Mar. 10, 1952, and on Apr. 24, 1 


4 Sent in response to request of President July 
in light of changes in situation. The President also 


4 Investigation was 
5 This was an interim re 


asked that an that the Commission 


No report to President. 
© Hearing set om this date for Sept. 5, 1951; postponed on Aug. 22 to Sept. 12. 


reconsider its findings 
ure be set up. 


Investigations under sec. 832 of the Tariff Act of 1930 beginning June 1952 


Commodity Date filed Imvestigation | Date of hearing | S{atas and action 
Tune 26, 1952, by | June 30,1952 | Nov. 17-21, 1952..; Commission 
Committee on report to Com- 
Finance. mittee on Fi- 
— Mar. 20, 
1953. 
Lead and zine................ 27, 1953, by | July 29,1953 | Nov. 3-4, 1953_._.| Pending. 


ommittee on 
Finance and 
July 29, 1953, by 
Committee on 
i ays and 
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Applications received beginning July 1948 for investigations under sec. 336 
pet the Tariff Act 1930 


Date filed 


Commodity 


Name of applicant 


Status 


8, 1948 
. 26, 1948 


13,1948 
. 24,1949 
15, 1949 

3, 1949 


3, 1949 
30, 1950 


Sept. 
June 


Feb. 


June 


16, 1951 
18, 1951 


May 13, 1952 


Almonds, shelled; almonds, 
blanched, roasted, or other- 
wise prepared or preserved. 

Lemons, lemon oil 


Wooden umbrella handles-__. 
Filberts, not shelled 


Filberts, not shelled 


Grape wines containing more 
than 14 percent of alcohol 
by volume, 


tant and lead bearing mate- 

rials. 

Specified household china 
tableware, kitchenware, 
ond and kitchen 


California Almond Growers 
Exchange, Sacramento, 


alif. 
California Fruit Growers 
es, 
i 


Calif. 

Gus Schlesinger Co., New- 
ark, N. J. 

Northwest 
Dundee, 

Olive ‘Board, San 
Francisco, Calif. 

Foreign Trade 
of the American Dental 
‘Trade Association, Wash- 
ington, D. C. 

Northwest Nut Growers, 
Dundee, Oreg. 

National Association of Al- 
coholic Beverage Import- 
So Inc., Washington, 


Growers, 


Emergency Lead Commit- 
tee, New York, N. Y. 

Vitrified China Association, 
Inc., Washington, D. C. 


8. Res. 253, 82d Cong. (not 
listed as an application). 


Investigation completed. Re- 
port to President Nov. 10, 
1949. No change in duty. 

Dismissed, Mar, 21, 1949. 

Dismissed Mar. 22, 1949. 

Dismissed Apr. 8, 1949. 

Dismissed May 4, 1949. 


Dismissed Jan. 13, 1950. 


Dismissed May 4, 1950. 
Dismissed Sept. 15, 1950. 


Dismissed May 29, 1951. 
Dismissed Oct. 24, 1951. 


15, 1952. Hearing held Dee. 
15, 1953. 


Complaints 


received, beginning J my 1949 for investigations under sec. 337 of the 
Tariff Act of 1930 


Date filed 


Commodity 


Name of applicant 


Status 


Jan. 10, 1949 
Aug. 1,1949 


July 26, 1950 


Jan. 27, 1953 
Aug. 11, 1953 


Sept. 4, 1953 


Crisp rye wafers, imported 
under the name Ry-King. 

Machines for manufacturing 
corrugated flexible metal 
tubing or hose. 

— simulating cigarette 

hters. 
Rubber catheters 


Multiple compartment cook- 
ing pan. 

Synthetic star sapphires and 
synthetic star rubies. 


Combination spray and 
spout plumbing fixtures. 


Ralston Purina Co., 
St. Louis, Mo. 

Chicago Metal Hose Co., 
Maywood, Ill 


Gunilite, Inc., New York, 


en 

Vit, Emco Sales 
Corp., Dayton, Ohio, 

Linde ‘Air Products Co. 
(Division of Union Car- 
bide & Carbon Corp.), 
New York, N. Y. 

Modern Faucet Co., 1700 
East 58th Pl., Los 
Angeles, Calif., and 
Sphinx Manufacturing 
Co., 2401 East 103d St., 
Los Angeles, Calif. 


Dismissed Apr. 5, 1949. 
Dismissed May 1, 1951, 


Dismissed Sept. 15, 1950. 
Dismissed Nov. 28, 1950. 
Dismissed July 1, 1953. 


Investigation ordered and 
hearing held Dec. 8, 1953, 


Public notice of receipt of 
complaint Sept. 17, 1953. 


TRADE AGREEMENT CONFERENCES 


Mr. Puiuurps. It seems to me that it might be well for the Tariff 
Commission to be invited to sit in on some of these trade-agreement 
conferences, as I said, to find out what problems they are going to 
make for you later on. 

Mr. Brossarp. As a matter of fact, when the decision is made with 
respect to that, we do sit in. The decision is made on matters of -that 
kind here in the Trade Agreements Committee and the people that 
go to Geneva where the negotiations are made work under instructions. 


|| 
 — 
— 
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Position papers are prepared on all points for that negotiation and 
all government positions are determined before the negotiators leave 
Washington. 

Mr. Parties. How much influence do you have on those instruc- 
tions to our representatives? 

Mr. Brossarp. We have 1 person on the committee which varies 
from 8 to 15 persons, depending upon the question involved. 

Mr. Puiturrs. To what extent is our representative bound by those 
instructions? 

Mr. Brossarp. He is bound by them until he is released and other 
instructions are prpered They are not allowed to go beyond the 
instructions until they come back for additional instructions. 

Mr. Puruuies. If our representative at one of those meetings found 
himself in a dispute with the other nations involved and he had to 
wire back and ask whether his instructions were firm or could be 
changed, then you would have to get together 15 people to give him 
his reply? 

Mr. Brossarp. They do sometimes call members of the Committee 
in regard to new instructions over the telephone. In other words, it 
is oftentimes done by telephone and sometimes they are assembled 
again, but the instructions are firm instructions and the instructions 
are approved by the President and they cannot be changed without a 
further draft of instructions. The President is the man who has the 
authority to do these things and he is the man that authorizes it and 
without his approval, it cannot be done. 

Mr. Morrison. I think I might be able to clarify that a bit. 

Mr. Putuurps. We shall be glad to hear from you. 

Mr. Morrison. I might point out that this meeting at Geneva last 
year did not involve detailed negotiations. It was a meeting of the 
contracting parties of GATT that had mostly to do with the func- 
tioning of the agreement and a review of certain provisions and as to 
how they were being abided by or departed from by the countries 
that were parties to-them. 

Mr. Puiuurps. My interest in it was the fact that a representative 
of Agriculture was very obviously included as an afterthought. He 
was not in the original group and arrived after some delay, and out 
ba I live we think agriculture is a major industry in the United 

tates. 

Mr. Morrison. In past years there were many detailed negotia- 
tions at those conferences abroad and there were members of the 
Tariff Commission staff in attendance and they were used in providing 
information on the trade end of it and in maintaining contact here 
with the Commission. 

Mr. Brossarp. There were two points, Mr. Chairman, at Geneva 
that were the principal points involved. One was the admission of 
Japan to the group and no tariff concessions were involved in that, 
because there were not any changes made. It was a question of 
whether the countries would accept Japan on the conditions existing. 
The other was whether section 28, which controls the life of the 
concessions, which would have terminated this January 1 if not 
extended. ‘That is, the rates of duty might have been altered unilat- 
erally if they had not obtained agreement to extend the life of article 
28 for another 18 months. 


125 


Mr. Purturrs. You did not think that Agriculture was interested 
in section 28? 

Mr. Brossarp. I knew they were. 

Mr. Puiturrs. Do you not think there should have been someone 
at that conference as a principal, rather than a sort of afterthought? 

Mr. Brossarp. I think there was someone there. 

Mr. Puiuuirs. He arrived apparently as an afterthought on some- 
one’s part over here. 

Mr. Brossarp. Well, I would not pretend to represent the State 
Department in its administration of this matter. 

Mr. Purturs. I think we are getting down to brass tacks right now. 

Mr. Brossarp. I think that is a matter which you really ought to 
take up with those people up there. 

Mr. Puituips. I think most of the members of this committee 
would probably feel that agriculture ought to be represented at a 
conference which is going to discuss the tariff, and trade problems 
which come under as important a section as section 28. Perhaps 
someone had better call the attention of the State Department to 
the position agriculture holds in the United States. 


PERSONAL SERVICES 


Mr. Paris. I think you have covered the ground pretty 
thoroughly in the statement I have before me. 

Mr. Hacidaka, We tried to make it pointed and not too long but 
so that it would cover the essentials. 

Mr. Puruures. Mr. Commissioner Talbot, do you have any state- 
ment you would like to make? 

Mr. Taxsor. Yes, sir. If you gentlemen will turn to page 3 of 
the report, which is the average employment table, you will see that 
in the year 1943 the Tariff Commission had an average employment 
of 336 people, and that in the year just passed, 1953, it had 195, or a 
loss of 141 employees, a reduction of 42 percent in 10 years. 

Mr. Puruures. You are doing fine. We expect you to keep it up. 

Mr. Taxzor. I think that shows the withering on the vine better 
than anything I can point out. I have only been there 9 months 
and ~ gentlemen know I was on your side of the table at one time 
and [ think if economy is being practiced in any part of the United 
States Government it certainly is being practiced in the United 
States Tariff Commission right down to the teeth. 

We need at this time, and need badly, two men in the Lumber and 
Pulp Division. There are only two men in that Division. Recently 
I had a letter from a former colleague who has gone into that business 
in Oregon, and I have had letters from the South, from Mississippi, 
concerning fiberboard and the competition from imports. We need 
two men badly in that Division. 

Mr. Puituirs. If you had the money for these various positions, 
would it be possible to get competent people to do the work? 

Mr. Tausor. Yes. Dr. Brossard has sent letters to various forestry 
schools and to the lumber industry. This is just one division. I 
could multiply that by 4 or 5, and if I have time I will. 
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ASSISTANCE TO OTHER GOVERNMENT AGENCIES 


Mr. Tuomas. May I interrupt you there? You use 11 man-years 
doing free work for other Government agencies. That is an unbusi- 
nesslike way to do business. Of course I realize the Tariff Act of 1930 
puts that duty on you. I see a gentleman jumping up and I will 
save him from jumping. We had that same situation in the Federal 
Trade Commission and we put a very simple limitation that no part 
of these funds can be used for work of other agencies unless or until 
the money is appropriated heretofore. What do those 11 man-years 
cost! 

Mr. Bent. You have to take the average. 

Mr. Tuomas. My figure is about $75,000. 

Mr. Brossarp. $66,000 or $70,000. 

Mr. Tuomas. Why should we appropriate money to you if every 
agency in the Government comes in and by virtue of your having no 
control and the committee having no control they politely sap your 
funds? Why should they not reimburse you? 

Mr. Tatsor. I doubt if there is any other agency in Government 
that can show a 42-percent loss of employees in 10 years. 

Mr. Puiuurrs. Mr. Thomas’ question is good because we appropri- 
ate liberally to these commissions that come to you and get free serv- 
ices. 

Mr. Tuomas. In other words, they are getting a free ride from your 
agency. 

Mr. Brossarp. Our basic law requires us to cooperate with these 
other agencies. 

Mr. THomas. We understand; that is true. Our suggestion is 
simply that little limitation. 

Mr. Tatsor. I think your suggestion is a very good one and is 
pretty nearly the amount of money I have in mind. 

Mr. Yares. Do you have a breakdown as to where you lost those 
employees between 1943 and the proposed budget, to show the divi- 
sions where you lost them? 

Mr. Brent. We could get that. In general it has been a rather 
general reduction. The peak figure did represent some people on a 
project. 

{r. Yarns, When you say the peak figure, do you refer to 1943? 

Mr. Bent. Yes, sir. 

Mr. Yares. Then would you say 1943 is not a figure that should be 
used in a comparison? 

Mr. Bent. I do not know that I understand the question. 

Mr. Yates. Commissioner Talbot wanted the committee to take 
a look at the employment figure for 1943 and compare it with your 
pees request. Are you indicating that this 1943 figure should not 

e compared with the present time because you had a special program 
in 1943? 

Mr. Bent. The year 1943 was the beginning of the wartime, and 
the Commission’s duties were somewhat different from what they are 
now. 

Mr. Yates. Which are the comparable years? If 1943 is not a 
cempeesie year what year should be compared to your proposed 

udget! 

Mr. Bent. I do not know that there has been any substantial 
change in the type of function. 
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Mr. Yates. Are you saying now that there should be no compari- 
son, that the table on page 3 does not mean anything? 

Mr. Brossarp. No. at we say is that since 1943 when we had 
336 employees, the Tariff Commission has not been able to do a lot of 
work that it did back in those years. Those were war years. We 
have not done it since and could not do it. For instance, we make no 
studies of foreign policies now. 

Mr. THomas. We were not importing anything in 1943, were we? 

Mr. Brossarp. No. We were reporting on world conditions at that 
time and furnishing information to the war agencies as to what bomb- 
ing objectives were in Japan, and what bombing objectives were in 
Latin America. We made studies of all Latin American countries 
showing what their industries were and where they were located. 

Mr. Yarzs. This table shows the number of employees you had in 
each year. 

Mr. Brossarp. It does not show we had 336 persons doing exactly 
the same work as the 195 now, because every year our work has 
changed. We have statutory requirements for certain jobs which 
we have never been able to do and cannot do because we do not have 
the personnel. All we do is work where deadlines are fixed and we 
have to do it or else. 


NONPERFORMANCE OF STATUTORY DUTIES 


Mr. Yates. Can you testify to what functions Congress has author- 
ized the Commission to do that are not being performed now? 

Mr. Brossarp. There is a whole section on foreign policies, and 
we have only made one investigation under section 332. 

Mr. Puiuips. I believe what you are looking for is at the bottom 
of page 25 of the justifications. 

Mr. Yares. Is that a complete summary of the functions of the 
Tariff Commission not being performed because of a lack of appro- 
priations? 

Mr. Brossarp. No; it is not. 

Mr. Tauzor. I think one answer to your question would be that 
within the last 2 months we have had the first section 337 investi- 
gation in 15 years. We have another one coming on top of it. This 
whole picture, as I see it, is going to grow. I think you gentlemen 
know that on June 12 you will have another extension of the Recip- 
rocal Trade Act coming again and the number of escape clause 
cases has increased and will continue to increase. 

Mr. Puiurps. I think, Mr. Commissioner, the answer to Mr. 
Yates’ question is that the figures 336 and 195 are not comparable 
figures. You have already testified that the 336 were doing a lot of 
war work. Mr. Talbot is correct that there has been a reduction in 
the number of people doing comparable work, but it is not the full 336. 

Mr. Tausor. That is correct. 

Mr. Yates. The Commissioner has stated the appropriations are 
not sufficient to permit them to perform the work the statute requires 
they should perform. I think we should know what functions are not 
performed. 

Mr. Puruuips. They are looking it up. 

Mr. Kaptowirz. One of our functions under section 332 is to inves- 
tigate the administration of the customs laws. That involves a study 


41872—54—pt. 


128 


of the administration of the administrative laws to carry out the 
tariff laws that the Customs enforces. 

Mr. Yates. When was that duty given to you? 

Mr. Kaptowrrz. In 1922. 

Mr. Yates. And you have not done it since 1922? 

Mr. Kaptowrrz. Originally it was in 1916 that we got that function 
and in 1918 the Tariff Commission made a very extensive report on 
the administrative customs laws which culminated in the codification 
of laws in 1922. Many of our recommendations were adopted by the 
Congress to improve the administration of the customs laws. 

r. THomas. Was there not another revision last vear? 

Mr. Kapuowrrz. It has been our duty to observe the administra- 
tion of the customs laws and recommend from time to time changes 
necessary because of obsolete laws and so forth. However, the Com- 
mission has never been able to maintain a sufficient staff to conduct 
a study of that kind. We did attempt to make a broad study in 1944 
and we initiated a study at that time. I was principally responsible 
for making that study, but before we could get well into it I had to 
be taken off and put on trade-agreement work, mainly in connection 
with the preparation of technical schedules of commodities to be con- 
sidered in trade agreements and placed in the trade agreements that 
were negotiated. When I was taken off there was nobody to continue 
the job and as a result of our inability to do that work there has been 
from time to time—for instance, in 1938 the Treasury Department 
made recommendations to Congress which resulted in some correction 
of the administrative laws. Weceantly: in the last Congress, you 
adopted the Customs Simplification Act, so-called, which was reall 
the job we were intended to do but we could not perform. I thin 
Cages would have wanted us to do the job but it had to be done by 
the Treasury Department principally. I might say we participated 
as experts—I myself did—in making that study, but the bill was 
sponsored by the Treasury Department. We have never been able 
to do that job since 1918. 

Mr. Yates. You have mentioned one function you were unable to 
perform which was taken over by another agency. What functions 
are you required by law to perform that you are not now capable of 
performing by reason of lack of sufficient appropriations? 

Mr. Kaptowirz. There is a provision in section 332 for investiga- 
tion of tariff schedules. That is a subject which has been discussed 
in recent years quite a good deal. One claim was made that our tariff 
schedules are too complicated and recommendations have been made 
from time to time that a study of the schedules be made with a view 
to their revision and simplification. The recommendations have been 
that this study be undertaken by the Tariff Commission. I am pretty 
sure that the President’s Commission on Foreign Trade—I say I am 
pretty sure; at least I make a good guess—that one of the recom- 
mendations they will make is that such a study be undertaken. It 
is something that should have been done before and certainly needs 
to be done now. 


Mr. Yares. Do you have in a succinct form a list of the functions 
of the Commission that you are not performing? You have picked 
out one. Have you ever taken the trouble to examine the act and 
see which you were  detone. and which you were not performing? 


Mr. Kaptowirz. I have mentioned two. 
Mr. Yates. One was taken over by Treasury. 
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Mr. Kaptowrrz. That is a continuing work. 

Mr. Tuomas. If you consider this as of so much importance, and 
if you had 140 more men over there during the war when the Tariff 
Commission had no more work to do than this desk, why did you 
not do it then? 

Mr. Kaptowrrz. The Legal Division never had more than five 
lawyers, and it was only that many for a short period. It has only 
three lawyers now.: 

Mr. Yates. Of the 336 employees the Legal Division had only 5 
lawyers? 

Mr. Kaptowirz. That was the highest. Now there are only three. 

Mr. Tuomas. Of those five lawyers could not anybody else do the 
work except yourself? 

Mr. Kaptowirz. In this classification work some of it would be 
done by economists. 

Mr. Putuurs. By the way, who is complaining about this work not 
being doue, besides yourself? 

Mr. Kaptowirz. The proof of the pudding is that other agencies 
such as the Treasury were not intended to do the job. Congress 
intended that an impartial commission like the Tariff Commission 
should do a job of that kind rather than the Treasury Department. 
which has the administration of those laws and may be prejudiced 
one way or the other. 

Mr. Puiturps. As Mr. Thomas pointed out, if it was as urgent as 
that why did you not shift some of the 336 people to the legal category? 

Mr. Kaptowirz. I assume the Commission at all times had to 
make a choice of what work was the most urgent that was required 
to be done. I suppose at that time there was special work to be done 
because of the demands of the time. 

Mr. Yates. Mr. Chairman, I would suggest that we have for the 
record a listing of the functions of the Commission that they are not 
performing. Presumably we were under the impression the Tariff 
Commission was performing all the functions required by law. 

Mr. Purures. | think you should also state whether or not any of 
these functions are being performed by other agencies, and I think it 
would be interesting to know who thinks they are aggrieved by you 
spending your time on something other than you did when you had 
336 

Mr. Bent. It seems to me that from the context of this year’s 

uest we are not asking for additional people. We are only asking 
to hold the line as we are. 

Mr. Yares. If you cannot perform all the functions you are re- 
quired by law to perform, why should you not ask for more people? 

Mr. Brossarp. We did ask for more but the budget would not 
allow it. 

Mr. Yares. Based on the budget which you present to us, will 
there continue to be provisions of the law that you will be unable to 
carry out because of the lack of sufficient personnel? 

Mr. Brossarp. Yes. I would like to read section 332. 

Mr. Yates. I would like the record to show all the provisions of 
law which you are not carrying out due to lack of sufficient appropria- 
tions. Now you may read the section. 

Mr. Brossarp. This is section 332—b: 

The Commission shall have power to investigate the tariff relations between the 
United States and foreign countries, commercial treaties, preferential provisions, 
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economic alliances, the effect of export bounties and preferential transportation 

rates, the volume of importations compared with domestic production and con- 

sumption, and conditions, causes, and effects relating to competition of foreign 

penis with those of the United States, including dumping and cost of pro- 
uction. 


Mr. Putuurrs. That says, “shall have power.’ That is not a 
mandatory statement. You have that power and some of those 
things are being done by other agencies of the Government. What 
other agencies are taking care of that right now? 

Mr. Brossarp. I do not think that any agency is doing it in the 
light of and with the same objectives this law intended the Tariff 

ommission to do it. 

Mr. Yates. Are ee ae doing it at all? 

Mr. Brossarp. I think probably some casual estimates or studies 
are carried on by the State Department. 

Mr. YAreEs. en you say casual, does this take into consideration 
the conferences held by the State Department for the purpose of 
entering into the tariff agreements and reciprocal trade agreements? 

Mr. Brossarp. I think so. 

Mr. Yates. You would not consider that casual? 

Mr. Brossarp. I have been in a good many trade committee 
meetings where this was discussed, but for lack of information they 
have had to rely on what they had at hand. 

Mr. Yares. Is it your interpretation you should have sufficient staff 
to carry on such investigations all the time? 

Mr. Brossarp. Yes. This grant of authority was not without 
reason. It is a grant of authority which implies that we would keep 
the information up to date. 

Mr. Puruures. You understand what you have been asked for by 
Mr. Yates? 

Mr. Brossarp. Yes. 

(The information requested is as follows:) 


Functions OF THE TARIFF Commission Wuicu ARE Not Brine CarRRIED OvT 
-BEecausE OF LACK OF APPROPRIATIONS 


Norse.—The functions listed below are generally referred to as the basic func- 
tions of the Tariff Commission, as distinguished from the special investigative 
functions. under prescribed formulas such as the flexible. tariff provision and the 
escape clause procedure. These basic functions were the only specifically described 
functions of the Commission which were included in the original legislation creat- 
ing the Tariff Commission (title VII of the Revenue Act of 1916). The special 
investigative functions of the Commission, such as those just referred to, were 
added by subsequent legislation. 

The basic functions of the Commission which it is not able to perform by 
reason of lack of appropriations may be divided into those which are mandatory 
and those which are merely authorized, and are listed below under these headings. 


MANDATORY FUNCTIONS 


(a) To investigate (sec. 332 (a), Tariff Act of 1930): 

1. The administration and fiscal and industrial effects of the customs laws. 

2. The relations between the rates of duty on raw materials and finished or 
partly finished products. ‘ 

3. The effects of ad valorem and specific duties and of compound specific and 
ad valorem duties. 

4. All questions relative to the arrangement of schedules and classification of 
articles in the several schedules on the customs laws. 

5. The operation of customs laws, including their relation to the Federal 
revenues and their effect upon the industries and labor of the country. 

(b) To (sec. 332 (d), Tariff Act of 1930): 

1. Ascertain conversion costs and costs of production in the principal growing, 
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a. or manufacturing centers of the United States of articles of the United 
tates. 


2. Ascertain conversion costs and costs of production in the principal growing 
producin or manufacturing centers of foreign countries of articles imported 
into the United States, whenever in the opinion of the Commission such con- 
version costs or costs of production are necessary for comparison with conversion 
costs or costs of production in the United States. 

3. Select and describe articles which are representative of the classes or kinds 
of articles imported into the United States and which are similar to or comparable 
with articles of the United States. 

4. Select and describe articles of the United States similar to or comparable 
with such imported articles. 

5. Ascertain import costs of such representative articles. 

6. Ascertain the grower’s, producer’s, or manufacturer’s selling prices in the 
principal growing, producing, or manufacturing centers of the United States of the 
articles of the United States so selected. 

7. Ascertain all other facts which will show the differences in or which affect 
competition between articles of the United States and imported articles in the 
principal markets of the United States. 

Notse.—Information of the type under (6) is obtained to a limited extent in 
connection with the preparation of the Summaries of Tariff Information. These 
summaries are now 5 years out of date. 


AUTHORIZED FUNCTIONS 


105" Commission is given the power to investigate (sec. 332 (b), Tariff Act of 
1. The tariff relations between the United States and foreign countries. 

2. Commerical treaties. 

3. Preferential provisions. 

4. Economic alliances. 

5. The effect of export bounties and preferential transportation rates. 

6. Conditions, causes, and effects relating to competition of foreign industries 
with those of the United States, including dumping and cost of production. 

So far as we know, no other agencies of the Government perform any functions 
of the kind listed above under ‘‘Mandatory functions.’’ The failure to carry 
out these functions results in lack of current information for the use of the Con- 
gress in considering the need for changes which should be made in the administra- 
tive provisions of the customs laws and in the need for revisions in the tariff 
schedules to meet changing conditions. The inability to carry out adequately 
the functions relating to information with respect to domestic articles reduces 
the effectiveness of the Commission in carrying out its functions under the trade 
agreements program, particularly in advising the trade agreements organization 
with respect to import items listed for trade agreements negotiation and in carry- 
ing out its ‘peril point” work. It also results in delay in the Commission’s 
conduct of investigations, such as cost-of-production and “escape clause”’ 
investigations. 

The State Department presumably performs functions of a kind pertinent to 
the subject matter of some of the items listed above under “Authorized functions,” 
such as “‘commercial treaties’? and “‘economic alliances.’”’ Congress apparently 
considered that the Tariff Commission should be the source of information on 
these subjects, to assist it in formulating foreign economic policy of the United 
States, and to the extent that the Commission is unable to carry out these functions 
— is denied the information which it needs in these fields from sources it 

esires. 


Mr. Putuurrs. Mr. Schreiber, have you any statement to make? 

Mr. Scurerser. I would only like to say that the Commission 
since I have been on it, is like a fire department; you can never tell 
when the fire will break out. The way this foreign situation looks, it 
appears to me like we will have a considerable number more cases 
than ever before. We are running into situations abroad. Every- 
body is seeking our markets. You hear ‘More trade and less aid,”’ 
which means probably some of the tariffs will be reduced and we will 
have more section 7 and section 22 complaints. Frankly, I think we 
will get snowed under in the years ahead. 

Mr. Puiturrs. Commissioner McGill, did you want to make a 
statement? 
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Mr. McGut. I have nothing to add to what the other Commis- 
sioners have said. If there are some questions you would like to ask 
me, I shall be glad to answer them. 


IMPORTATION OF OATS 


Mr. Krurcer. Your Commission has the authority to study the 
importation of goods, does it not? I am referring now to agricultural 
commodities, particularly in reference to the recent Canadian impor- 
tation of oats. 

Mr. Brossarp. Yes. 

Mr. Krueger. The President only recently issued a statement that 
Canada will be limited to 23 million bushels of oats to be imported 
into the United States, and about 2.5 million bushels to be imported 
from other countries. Are there any provisions made to restrict 
importations for any one month? Can it all be imported in 1 month, 
or is it spread over a period of months? 

Mr. Brossarp. There was no limitation by months. That is the 
total annual quota. 

Mr. McGut. I think it should be understood that the recommenda- 
tion by the Tariff Commission with regard to the importation of oats 
was that it be limited to 23 million bushels from all countries. Un- 
ee that would apply mostly to Canada, because practically 

the imported oats comes from Canada. But we fixed in our 
recommendation a different period of time in the year when the 
limitation on the imports was to begin. 

Mr. Kruecer. You say you hate time? 

Mr. McGixu. Oh, yes. Apparently some sort of an has 
been made since that time between Canada and the United States 
by which Canada has agreed not to export to the United States in 
excess of, I believe, 23 million bushels, beginning, however—do you 
remember the date? 

Mr. Tasor. The date of the conference in Ottawa—about 2 weeks 
ago. 

Mr. McGutt. It is different beginning in December of 1953 than it 
would have been beginning in September of 1953, and it does not 
apply to a full year as was recommended by the Commission. 

Mr. Ta.zor. The purpose was to protect the Department of Agri- 
culture in its program. The Commission recommended an annual 
world quota of 23 million bushels, and members of the State Depart- 
ment and representatives of the White House sat down with repre- 
sentatives of the Canadian Government, which I think is an unusual 
procedure, in which the Canadian Government agrees to limit its 
exports for less than 1 year, for about 8 months, to 23 million bushels. 
There is evidence that the California oats were being imported from 
Argentina. After someone became aware of that, an additional 
proclamation was issued that an additional 2.5 million bushels of 
oats could be imported from countries of the world other than Canada. 

Just before the New Year one of the importers was in our office, and 
a statement was made that 5 or 6 million bushels of oats were on the 
high seas from Argentina for delivery to the west coast. A hardship 
case is being enacted because the recommendation of the Tariff Com- 
mission was not followed in the first instance, and a third proclama- 
tion might be necessary to take care of the oats on the high seas. 
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Mr. hruscer. If the oats are allowed to come in this country in 
September, October, and November, it would be a hardship on the 
farmers of this country. 

Mr. Tatsor. That is absolutely correct, and we set that date as of 
October 1. Now it has been changed, and whether we are helping Mr. 
Benson’s program, I don’t know. 

Mr. Krurcer. The Secretary of Agriculture has the authority to 
make recommendations to you of what he wants, and then you make 
the recommendation to the President? 

Mr. Tausot. No. He makes his plea to the President and the 
President makes it to the Tariff Commission. 

Mr. Krueger. And then you recommend to the President? 

Mr. Tatsor. That is correct. 

Mr. Krueger. There were releases made that 23 million bushels of 
oats from Canada and 2.5 million bushels from other countries would 
be imported, and it was pointed out there would be a hardship because 
contracts had been made with Argentina for oats and they are on the 
way up here, and the oats on the way up here will be permitted to be 
imported? 

Mr. Brossarp. We have some information that it is being dis- 
cussed, but I do not think we can tell what may be done. 

Mr. Krurcer. Whose business it is to say about this 23 million 
bushels? 

Mr. Brossarp. Congress passed a law that the Tariff Commission 
was to make an investigation and report to the President what was 
necessary to protect the Secretary of Agriculture’s program. The 
Tariff Commission made the report and recommendations to the 
President. Now, that still stands. That is our recommendation. 
If the President does not follow our recommendation, then it is on 
his own authority that he does not do it. It is your law. 

Mr. Kruecer. You did not recommend to the President a quota 
for any one month? 

Mr. Brossarp. No; but we recommended an annual world quota 
beginning October 1. 

Mr. McGiuu. This action, so far as the Tariff Commission is 
concerned, is under section 22, and instead of the Secretary of Agri- 
culture making the request of the Tariff Commission he can make 
it to the President and the President directs the Tariff Commission 
as to what to do. We have no authority other than that. 

Mr. Krusgcsr. Whose business would it be to allow a certain 
number of bushels to be imported? 

Mr. McGuu. I think you would have to get your authority to go 
against the Commission's recommendation from somebody else. 

Mr. Kaptowirz. The Tariff Commission, in determining what 
appropriate steps should be taken to protect the agricultural program, 
could recommend a quota for a year and recommend that it be 
divided into quarterly periods or 6-month periods. In this particular 
case we recommended a total quantity of 23 million bushels maximum 
that could be imported annually from October 1, 1953, to September 
30 of the following year, and soon. The President, under the statute, 
literally, if he determines that the imposition of the restrictions that 
we find to be necessary so warrant, may impose such restrictions as he 
determines to be necessary. That can be read, and is apparently 
being read, that the President can ignore the particular recommenda- 
tion that we make and substitute a remedy of his own. 
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Ordinarily we would assume that we being the expert body desig- 
nated to study the matter and make a recommendation, our recom- 
mendation would be followed. But the answer to your question is 
that conceivably the President could have divided this quota into 
quarters. 

STATUTORY POWERS 


Mr. Anprews. Does this Commission have authority to do any- 
“- other than give advice to the President? 

r. Brossarp. It is a factfinding research agency, largely. 

Mr. AnprReEws. Just a factfinding commission? 

Mr. Brossarp. That is right, strictly a bipartisan factfinding 
commission. We do not have final authority on any question. 

Mr. Anprews. If ‘aap recommend that only 23 million bushels of 
oats be imported in this country in a 12-month period and the powers 
that be see fit to override you and take 23 million bushels from 
Canada and 2.5 millions from Argentina and 5 million bushels in dis- 
tress on the high seas, you can do nothing about it? 

Mr. Brossarp. No, sir. 


“ESCAPE CLAUSE” INVESTIGATIONS 


Mr. Yates. On page 12 you state, with reference to the Com- 
mission’s escape-clause work, that from April 1948 through April 
1951, a total of 21 applications were filed; and that of the 21 applica- 
tions for escape-clause investigations, 15 were dismissed and 2 were 
withdrawn, as a result of which only 5.8 man-years were expended 
on escape-clause work in fiscal 1950, and 6.6 in fiscal year 1951. 
How much work was expended in fiscal years 1952 and 1953? 

Mr. Bent. That is shown on the table following page 6. Escape- 
clause investigations in 1952, 30.7 man-years; and in 1953, 31.1 
man-years. 

Mr. Yates. 31.1? 

Mr. Bent. For 1953, yes. That is actual. 

Mr. Yates. Do you have the figure for the first 6 months of 1954? 

Mr. Bent. It is running approximately at the rate which we 
estimated, which is substantially a continuance. We estimate 32 for 
1954 and 33 for 1955. So far we are about halfway through 1954 and 
it is running about at the rate we estimated. The table I gave the 
reporter shows what is happening. 

r. Yates. Does it show the types of industries for which ap- 
plications were filed? 

Mr. Bent. Yes. 

AGRICULTURAL INVESTIGATION 


Mr. Yates. On page 22 there is a statement with respect to the 
restriction of imports of agricultural commodities under section 22 
of the Agricultural co a poe Act. In response to Mr. Krueger’s 
question you said you had made a recommendation with reference to 
oats. Has the Commission made any other recommendations on 
agricultural commodities other than oats within the last year? 

Mr. Brossarp. Yes, a great many. We finished an investigation 
of about 25 dairy products, including various kinds of cheeses, peanuts, 
flaxseed, and linseed oil. 

Mr. Yares. Did you declare peril points? 

Mr. Brossarp. No. We made recommendations as to what was 
necessary to protect the Department of Agriculture’s program. 
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Mr. Yates. Would that not be the equivalent of a peril point? 

Mr, Brossarp. No. It is a different law entirely. 

P a enor I agree, but is this not the same type of protection 
evice 

? Mr. Brossarp. The laws require different kinds of protection 
evices. 

Mr. Yartxs. With reference to recommendations on agricultural 
commodities, you say you made about 30? 

Mr. Brossarp. There were about 25 in that particular one. They 
were the items in the Defense Production Act, and they let that section 
expire and put its operation in section 22 of the Agricultural Adjust- 
ment Act. 

Mr. Yarus. You have, then, made recommendations for limiting 
the importation of 30 different types of agricultural commodities 
within the last year? 

Mr. Brossarp. About 25. 

Mr. Yatxs. What other commodities? 

Mr. Brossarp. Tree nuts. 

Mr. Yates. That is agricultural. 

Mr. Brossarp. Yes. 

Mr. Yarzs. That is within the 30? 

Mr. Brossarp. No. That is a separate investigation. 

Mr. Yatrs. My question was as to the number of agricultural 
commodities concerning which you made recommendations. 

Mr. Brossarp. The total number of agricultural commodities? 

Mr. Yares. Yes. 

Mr. Brossarp. In tree nuts we investigated about 4 different tree 
nuts and made a recommendation as to only 1, almonds. 

Mr. Yates. Does that mean that as to the other tree nuts you 
investigated you decided there was no question of jeopardy to 
American industry? 

Mr. Brossarp. There was no interference with the Department 
of Agriculture’s program, and therefore we made no recommendation 
of limitation. 

Mr. Yates. Your recommendations to restrict imports were made 
only if the foreign imports would jeopardize the American agricultural 
program established by the Department of Agriculture? 

Mr. Brossarp. That is right, under section 22 of the Agricultural 
Adjustment Act. That involves wool, which we are still investigating. 
That is another big investigation we have. And rye, and oats, and 
mustard seed, and alsike clover is a new one, and figs. 

Mr. Yates. Would it be better if you put a list of those in the 
record? 

Mr. Brossarp. We can, but I think we have them all now. 

Mr. Yates. You just got through saying you had made a recom- 
mendation on 30 different items. You have not named 30 items. 

Mr. Brossarp. Do you want the individual items named? 

Mr. Yares. That is what I was asking about. I asked whether 
you wanted to put into the record that material, and you stated that 
you had covered it all. 

Mr. Brossarp. Let us put it in the record. We can detail the 
items. 

Mr. Yates. Put into the record the number of agricultural. items 
your investigation covered and the recommendations that were made 
with respect to those. 
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Mr. Brossarp. Let me get this clear. When you say agricultural 
products, do you mean whether the investigation was made under 
section 22, or section 7, or 8? 

Mr. Yates. How many sections are there under which you make 
investigations of agricultural products? 

Mr. Brossarp. There could be about 5 or 6 laws under which we 
could make investigations of agricultural products. 

Mr. Yates. Did you have investigations under all of those laws 
last year? 

Mr. Brossarp. No. I think there were probably two sections. 

Mr. Yates. My question is directed to the activities of the com- 
mission last year, for the fiscal year 1953. 

Mr. Brossarp. All right. 

Mr. Yates. As to what occurred. 

(The information requested may be found beginning on p. 138.) 


INVESTIGATIONS OF INDUSTRIAL PRODUCTS 


Mr. Yates. During that same period of time did the Commission 
make any investigations with respect to the importation of industrial 
products? 

Mr. Brossarp. Yes. 

Mr. Yates. How many such investigations were made? 

Mr. Brossarp. Do you want us to put that in the record likewise? 

Mr. Yares. Yes. 

Mr. Puiturps. Do you want that for the fiscal year 1953, or do you 
want it brought up to January? 

Mr. Bent. May I make a comment? This is all included in the 
material that I gave the reporter not long ago. It was a complete list 
of all our investigations. 

Mr. Yares. It is not a part of the justifications. 

Mr. Benr. No. 

Mr. Yares. All that material has already been submitted to the 
committee? - 

Mr. Bent. It has been submitted. 

Mr. Yares. Does the material you have submitted to the committee 
show those industries in which you made recommendations for restric- 
tions on importations? 

Mr. Bent. It does. 

A while ago I think the chairman spoke of some 30 commodities, all 
of which were included under the general subject of dairy products. 

Mr. Yates. I was not limiting my question to dairy products. It 
covered the entire agricultural industry. 

Mr. Bent. I understand. We named a number of others, and all 
the others are included in the list that I furnished to the committee. 

Mr. Yarss. Fine. In other words, what this does really is to cover 
the work of the Tariff Commission for the previous year and the 
action of the Commission in its recommendations, both in the field 
of agriculture and in the field of industry? 

That is correct. 

Mr. Yares. The data you have submitted will show the recom- 
mendations that the Commission has made looking to the restrictions 
upon the importation of either agricultural products or industrial 
products? 
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Mr. Benrv. In geaeral terms that is right. 

Mr. Yares. You say “in general terms.’’ Does that mean if I 
look at the material you gave to the reporter, and if I was interested, 
for example, in the field that Mr. Andrews has mentioned, the field 
of bicycles, would I be able to assume that if I did not see any listing 
of bicycles the Commission did not consider bicycles? 

Mr. Bent. They would be listed. In general, it is a list which does 
not in detail indicate what we recommend. 

Mr. Taxzor. It is not only limitations by way of quotas, but it 
may be a recommendation for increasing the tariff, the duty, as well 
as a restrictive recommendation. 

Mr. Yates. There has been handed me a document showing inves- 
tigations by the Commission under escape-clause procedure. Does 
that mean there were no other investigations by the Commission 
during the period covered by this? 

Mr. Brossarp. No. That is merely a record of the escape-clause 
investigations. I think you will find some place there some inves- 
tigations under some other sections of the law. 

Mr. Benr. There is a separate list of those under section 22. 

Mr. McGruu. 1 would like to make sure if I understand what 
Mr. Yates wants, and if we have covered it. If I understood him, 
he would like to have the record show in each one of these cases what 
findings were made by the Commission and if we recommended action, 
what type of recommendation was made, and if we made no recom- 
mendation, a statement to that effect. 

Mr. Yates. That is correct. 

When Mr. Krueger asked you about oats you testified what you did 
with respect to oats, and what the President then did with respect to 
the oats; in other words, he did not accept your recommendation, as | 
understand it. He permitted an additional quantity of oats to come 
in; is that correct? 

Mr. McGiuu. That is right. 

Mr. Yates. Could you do the same thing with respect to the other 
agricultural products? 

Mr. Benv. Yes. 

Mr. Yates. Could you do the same thing with respect to industrial 
products with which you were concerned? 

Mr. Bent. We can. 

Mr. Yates. May I take it for granted then when you have sub- 
mitted this information for the record that in the event I look at it 
and I do not see Mr. Andrews’ bicycles, for example, listed among 
the items with which the Commission was dealing, I can assume that 
the Commission did not deal with that item? 

Mr. Bent. Bicycles we did deal with. 

Mr. Yates. Bicycles was only a suggestion. There are others. 

Mr. Brossarp. There is a little difference there. There are a 
great many of these industries who through their representatives 
come to the Tariff Commission and ask for information and discuss 
their problems with our legal division and with out technical experts. 

Mr. Yates. That is on an informal basis. 

Mr. Brossarp. On an informal basis, and they ask for a lot of 
statistical information and we get up the statistical information for 
them. That does not appear in any of these investigations. 

Mr. Yates. I am not asking for that. 
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Mr. Brossarp. It is an informal proposition. 

Mr. Yates. I am asking for perhaps an amplification of the table 
you gave us. That covered only your investigation under the escape- 
clause procedure. I want that expanded to include this other work 
of the Commission. I want to see what the President has done with 
reference to the recommendations of the Tariff Commission so I can 
be educated myself. 

Mr. Brossarp. We will be glad to furnish that information. 

(The information follows:) 


SUMMARY OF INVESTIGATIONS 


The following statement includes summaries of Tariff Commission investiga- 
tions instituted or acted upon from July 1, 1952, to December 31, 1953, under 
section 7 of the Trade Agreements Extension Act of 1951, or section 22 of the 
Agricultural Adjustment Act. The summaries are arranged according to the 
section Nga first those arising under section 7 and second, those arising under 
section 22. 

The investigations under section 22 all deal with agricultural products, briefly 
the following: 

Edible tree nuts 

Certain dairy and other products 
Oats 

Wool and wool tops 

Rye, rye flour, and rye meal 

In addition, the following investigations arising under section 7 also involved 
wig agricultural nature: 

rlic 


Dried figs 

Pregnant mares’ urine 
Mustard seed 

Alsike clover seed 


Unrrep States Tartrr Commission, WASHINGTON—INFORMATION ON “ESCAPE 
Ciause” Investigations INsTITUTED OR AcTED Upon From Juty 1, 1952, 
To DreceMBER 31, 1953 


WATCHES, WATCH MOVEMENTS, WATCH PARTS, AND WATCHCASES 


On June 14, 1952, the Tariff Commission submitted to the President a report 
on its investigation of watches, watch movements, watch parts, and watchcases, 
made pursuant to section 7 of the Trade Agreements Extension Act of 1951. 

On February 13, 1951, the Elgin National Watch Co., of Elgin, Ill., and the 
Hamilton Watch Co., of Lancaster Pa., filed an application with the Tariff 
Commission requesting it to conduct an investigation under Executive Order 
10082 with respect to jeweled watches and watch movements containing 7 jewels 
or more but not more than 17 jewels and parts thereof. The application was 
subsequently endorsed in a communication received by the Commission on 
March 5, 1951, from the trustees in reorganization of the Waltham Watch Co. 
On March 22, 1951, the Commission instituted an investigation, as requested by 
the applicants, but on its own motion extended the scope of the investigation, to 
apply to all articles specified in paragraph 367 of the Tariff Act of 1930, as amended 
by the 1936 trade agreement with Switzerland. On May 9, 1951, the Watch Case 
Board of Trade, Inc., filed a brief requesting restoration of the preconcession rates 
of duty on watchcases ;and on May 15, 1951, the Clock Manufacturers Association 
of America, Inc., requested restoration of the preconcession rates of duty on all 
articles specified in paragraph 367. A public hearing in the investigation was held 
May 15-24, 1951, at which interested parties were given opportunity to be present, 
to produce evidence, and to be heard. The Commission continued the investiga- 
tion, in its status as of June 15, 1951, under section 7 of the Trade Agreements 
Extension Act of 1951. 

All articles the subject of the investigation are included in the trade agreement 
with Switzerland, which became effective February 15, 1936. Pursuant to this 
agreement the rates of duty on nearly all watch movements were substantially 
reduced, as the duties on most categories of watchcases and watch parts were. 
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Such rates provided for in paragraph 367 as were not reduced pursuant to the 
agreement were bound against increase. 

As a result of its investigation, including the hearing, the Commission unani- 
mously found that no serious injury or threat thereof existed for the domestic 
industries concerned by reason of (a) imports of watch movements on which no 
reduction in duty—except for the duty on adjustments—was made pursuant to 
concessions granted in the trade agreement with Switzerland; (b) customs treat- 
ment reflecting the concession granted in the aforementioned trade agreement 
with respect to the duty imposed on adjustments on watch movements; (¢c) imports 
of watch parts, jewels, and watch dials; and (d) imports of watchcases. 

The Commission found, however (Commissioners Ryder and McGill dissenting), 
that partly as a result of the customs treatment reflecting the duty concessions 
granted in the trade agreement with Switzerland, those watch movements on 
which reduced rates of duty were imposed under subdivisions (1), (2), (3), or 
(5) of paragraph 367 (a) pursuant to such concessions are being imported in such 
increased quantities, both actual and relative, as to threaten serious injury to 
the domestic industries producing like or directly competitive products. In order 
to prevent such threatened serious injury from materializing, the Commission 
recommended that the reduced rates of duty specified above be increased for an 
indefinite period by 50 percent, but should in no case exceed the rates originally 
imposed under the Tariff Act of 1930. Commissioners Brossard, Durand, and 
Gregg were of the opinion that serious injury not only was threatened but was 
already present; Commissioner Edminster believed that although there was not 
present serious injury, such injury was threatened; and Commissioners Ryder 
and McGill held that serious injury was neither present nor threatened. 

The President did not accept the Commission’s findings and recommendations. 
As required by section 7 of the Trade Agreements Extension Act of 1951, the 
President, on August 14, 1952, notified the chairmen of the Senate Committee on 
Finance and of the House Committee on Ways and Means of his reasons for not 
accepting the recommendations of the Tariff Commission. As also required by 
section 7, the Commission on August 13, 1952, transmitted copies of its report to 
the chairmen of these committees. 

Imports dutiable under paragraph 367 of the Tariff Act of 1930 consist princi- 
pally of watches, watch movements, watch parts, and watchcases. The duty on 
a watch is the sum of the duties applicable separately to the watch movement and 
the watchcase. The duties on movements are specific and, in general, vary 
inversely with the width of the movements and directly with the number of jewels 
and adjustments which the movements incorporate. Certain features such as 
those contained in self-winding watches, are subject to supplementary specific 
duties. About 90 percent, by value, of the watch parts imported have been 
subject to ad valorem rates of duty, and about 10 percent to compound or specific 
rates. Watchcases are subject to compound duties, the ad valorem portions of 
which are the same for all except cases of base metal, but the specific portions of 
which depend upon the kind of metal used and whether the cases are set with or 
prepared for jewels. 

In the trade agreement with Switzerland reductions in duties were made in 
most tariff categories of watch movements, watch parts, and watchcases. Reduc- 
tions in the rates of duty applicable to watch movements ranged from 11 to 44 
percent; reductions on watch parts specially provided for ranged from about 12% 
to 44 percent; and reductions on watchcases averaged about 38 percent. 

In 1935, before the conclusion of the trade agreement with Switzerland, the ad 
valorem equivalent of the rate of duty on all watch movements was 80.7 percent; 
in 1937, the first full year after the trade agreement with Switzerland became 
effective, it was 68.3 percent. In 1950 the ad valorem equivalents of the rates of 
duty were 37 percent on all watch movements, 54 percent on watch parts (exclud- 
ing jewel bearings, which are subject to an ad valorem duty of 10 percent), and 34 
percent on watchcases. In 1951 the ad valorem equivalent of the rates of duty on 
watch movements was 36% percent. 


SPRING CLOTHESPINS (SECOND INVESTIGATION) 


On August 21, 1952, the Tariff Commission issued a report on its investigation 
of spring clothespins, made pursuant to section 7 of the Trade Agreements Exten- 
sion Act of 1951. The Commission instituted the investigation on September 10, 
1951, in response to an application filed by the Clothespin Manufacturers of 
America, of Washington, D. C., an association of domestic producers of clothes- 
pins. A public hearing was held on November 13, 1951. The purpose of the 
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investigation was to determine whether spring clothespins, provided for in para- 
graph 412 of the Tariff Act of 1930, were, as a result, in whole or in part, of the 
duty or other customs treatment reflecting the concessions granted in the General 
Agreement on Tariffs and Trade, being imported into the United States in such 
increased quantities, either actual or relative, as to cause or threaten serious 
injury to the domestic industry producing like or directly competitive products.! 

On the basis of its investigation, including the hearing, the Commission found 
(Commissioners Brossard and Gregg dissenting)? that spring clothespins were 
not being imported in such increased quantities, actual or relative, as to cause or 
threaten serious injury to the domestic industry producing like or directly com- 
petitive products. Accordingly, in the judgment of the Commission, no sufficient 
reason existed for a recommendation to the President under the provisions of 
section 7 of the Trade Agreements Extension Act of 1951. 

The rate of duty originally established in the Tariff Act of 1930 on imports 
of spring clothespins was 20 cents per gross. Effective August 5, 1935, the rate 
of duty was reduced to 15 cents per gross, pursuant to a concession in the trade 
agreement with Sweden. It was further reduced to 10 cents per gross, effective 
January 30, 1943, pursuant to a concession granted in the trade agreement with 
Mexico. The trade agreement with Mexico was terminated om December 31, 
1950. A concession which was negotiated with Sweden and Denmark under the 
General Agreement on Tariffs and Trade, and which became effective April 30, 
1950, obligates the United States to refrain from imposing on spring clothespins a 
duty higher than 10 cents per gross. The rate of duty now in effect on spring 
clothespins is 10 cents per gross, pursuant to the General Agreement on Tariffs 
and Trade 

GROUNDFISH FILLETS (FIRST INVESTIGATION) 


On September 4, 1952, the Tariff Commission issued a report on its investiga- 
tion of groundfish fillets, made pursuant to section 7 of the Trade Agreements 
Extension Act of 1951. The Commission instituted the investigation on Septem- 
ber 17, 1951, in response to an application filed on September 10, 1951, by the 
Massachusetts Fisheries Association of Boston, Mass., and others. The public 
hearing was held November 26-29, 1951. The purpose of the investigation was 
to determine whether “cod, haddock, hake, pollock, cusk, and rosefish, all the 
foregoing, fresh or frozen (whether or not packed in ice), filleted, shinned, boned, 
sliced, or divided into portions’’ (hereinafter referred to as “groundfish fillets’), 
provided for in paragraph 717 (b) of the Tariff Act of 1930, were, as a result, in 
whole or in part, of the duty or other customs treatment reflecting the concession 
granted thereon in the General Agreement on Tariffs and Trade, being imported 
into the United States in such increased quantities, either actual or relative, as 
to cause or threaten serious injury to the domestic industry producing like or 
directly competitive products. 

On the basis of its investigation, including the hearing, the Tariff Commission 
found (Commissioners Brossard and Gregg dissenting) * that groundfish fillets 
were not being imported in such increased quantities, either actual or relative, 
as to cause or threaten serious injury to the domestic industry producing like or 
directly competitive products. Accordingly, in the judgment of the Commission, 
no sufficient reason existed for a recommendation to the President under the pro- 
visions of section 7 of the Trade Agreements Extension Act of 1951. 

For duty purposes, groundfish fillets are provided for in paragraph 717 (b) of 
the Tariff Act of 1930. The rate of duty originally provided therein was 2% 
cents per pound on all imports of these products. As a result of a concession 

ranted in the trade agreement between the United States and Canada, signed 
November 17, 1938, the duty on groundfish fillets was reduced to 1% cents per 
und on an aggregate quantity of not in excess of 15 million pounds of such 
llets entered, or withdrawn from warehouse, for Fen, pat in any calendar 
ear, with the proviso that if the average apparent annual consumption of such 
llets during the three calendar years preceding the year in which such fillets are 
entered, or withdrawn from warehouse, for consumption, exceeds 100 million 
pounds, an additional quantity of such fillets equal to the amount by which 15 
percentum of such average apparent annual consumption exceeds 15 million 


1A previous investigation on spring clothespins was made under Executive Orders 10004 and 10082 to 
determine whether there were grounds for the withdrawal or modification of the concession on spring clothes- 
pins under the escape clause of the trade agreement with Mexico. On December 20, 1949, the Commission 
reported to the President the results of this investigation, and made no recommendation for escape-clause 


action. 
2 The ty consisted of Commissioners Ryder, Edminster, and McGill. 
+The y consisted of Commissioners Ryder, Edminster, and MeGill. 
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pounds may be entered, or withdrawn from warehouse, for consumption in that 
year at the reduced rate of 1% cents per pound. 

The 1938 agreement with Canada became inoperative on January 1, 1948, 
when Canada and the United States became contracting parties to the General 
Agreement on Tariffs and Trade. In the General Agreement the United States 
agreed to continue the application of a duty of 1% cents per pound on an annual 
tariff quota in the amount to be determined as previously provided for in the 1938 
agreement with Canada. The General Agreement provides, however, that of the 
total quantity of groundfish fillets entitled to entry at a rate not to exceed 1% cents 
per pound in any calendar year, not more than one-fourth shall be so entitled 
during the first 3 months, not more than one-half during the first 6 months, and 
not more than three-fourths during the first 9 months of that year. In addition 
to these provisions, the duty concession on groundfish fillets in the General Agree- 
ment includes an undertaking by the United States not to impose a rate higher 
than 2% cents per pound on any imports of groundfish fillets. 


GARLIC 


On June 6, 1952, the Tariff Commission submitted to the President a report on 
its investigation of garlic, made pursuant to section 7 of the Trade Agreements 
Extension Act of 1951. 

e Commission instituted the investigation on October 15, 1951, in response 
to an application filed by Robert 5. Stapleton, of Gilroy, Calif. Public hearings 
were held on February 13, 1952, at San Francisco, Calif., and on February 26, 
1952, at Washington, D. C. The purpose of the investigation was to determine 
whether garlic, provided for in paragraph 770 of the Tariff Act of 1930, was being 
imported into the United States in such increased quantities, either actual or 
relative, as to cause serious injury to the domestic industry producing like or 
directly competitive products. 

As a result of its investigation, including the hearings, the Commission found 
(Commissioners Ryder and Edminster dissenting) ‘ that as a result in part of the 
customs treatment reflecting the concession granted in the General Agreement on 
Tariffs and Trade, garlic was being imported into the United States in such 
increased quantities, both actual and relative, as to cause serious injury to the 
domestic industry producing the like product. 

In view of its finding, and in accordance with section 7 of the Trade Agreements 
Extension Act of 1951, the Commission recommended to the President that the 
concession with respect to garlic be modified to permit the United States, for an 
indefinite period, to limit to 12,869,150 pounds the quantity of garlic which might 
be entered, or withdrawn from warehouse, for consumption during each 12-month 
period beginning July 1, in the year 1952 and in each subsequent year. This 
quota is equal to 90 percent of the average annual quantity of garlic entered, or 
withdrawn from warehouse, for consumption during the five calendar years 1947 
to 1951, inclusive. The Commission also recommended that, to prevent serious 
injury to the domestic industry concerned and to insure the equitable distribution 
of the permissible quota quantity among supplying countries, the quota for each 
12-month period should be allocated among Mexico, Italy, Chile, Argentina, and 
“all other countries’”’ on the basis of the shares which each furnisned of the garlic 
which was entered, or withdrawn from warehouse, for consumption during the 5-year 
period 1947 to 1951, inclusive. Such shares and the corresponding annual quota 
allotments are as follows: 


anneal Corresponding 
imports, annual quota 
1947-51 ! allotments 


Argentina 
All other countries 


Total, all countries 


: Entered. or withdrawn from warehouse, for consumption 


4 The majority consisted of Commissioners Brossard, Durand, Gregg, and McGill. 


Country 
Pounds Pounds 
N= 14, 299, 056 12, 869, 150 
| 
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Under this recommendation the duty of three-quarters of a cent per pei 
placed in effect pursuant to the concession granted at Geneva in the neral 
Agreement on Tariffs and Trade, effective March 16, 1949, would have remained 
in effect on entries within the recommended quota. 

Section 7 of the Trade Agreements Extension Act of 1951 provides that in the 
event the President does not, within 60 days take the action recommended by 
the Tariff Commission, he shall submit a report to the House Committee on Ways 
and Means and to the Senate Committee on Finance, setting forth his reasons for 
not taking such action. The President did not accept the Tariff Commission’s 
finding and recommendations on garlic; on July 21, 1952, he sent identical letters 
to those committees, giving his reasons for not accepting the Commission’s recom- 
mendations. As required by section 7, the Commission thereupon transmitted 
copies of its report to the chairman of the Senate Committee on Finance and the 
chairman of the House Committee on Ways and Means. 

Under the Tariff Act of 1930 garlic was dutiable at 144 cents per pound. The 
rate of duty was reduced to three-quarters of a cent per pound pursuant to a con- 
cession granted in the trade agreement with Mexico, effective January 1943. 
This reduced rate is now in effect pursuant to a concession granted at Geneva in 
Hy Sv ag Agreement on Tariffs and Trade and which became effective March 

BICYCLES AND PARTS 


On October 9, 1952, the Tariff Commission issued a report on its investigation 
of bicycles and parts, made pursuant to section 7 of the Trade Agreements Exten- 
sion Act of 1951. The Commission instituted the investigation on October 15, 
1951, in response to an application filed by the Bicycle Manufacturers Association 
of America and the Cycle Parts & Accessories Manufacturers Association, both of 
New York, N. Y. A public hearing was held March 3-6, 1952. The purpose of 
the investigation was to determine whether bicycles and bicycle parts (not includ- 
ing tires), provided for in paragraph 371 of the Tariff Act of 1930, were, as a result, 
in whole or in part, of the duty or other customs treatment reflecting concessions 
granted on such products under the General Agreement on Tariffs and Trade, 
being imported into the United States in such increased quantities, either actual or 
relative, as to cause or threaten serious injury to the domestic industry producing 
like or directly competitive products. 

On the basis of its investigation, including the hearing, the Tariff Commission 
unanimously found that bicycles and parts thereof were not being imported in such 
increased quantities, either actual or relative, as to cause or threaten serious. 
injury to the domestic industry producing like or directly competitive products, 
Accordingly, in the judgment of the Commission, no sufficient reason existed for a 
vobumansatiathith to the President under the provisions of section 7 of the Trade 
Agreements Extension Act of 1951. 

Imported bicycles and parts covered by the investigation are dutiable under 
paragraph 371 of the Tariff Act of 1930, as modified. The duty originally 
established for all these products was 30 percent ad valorem. Pursuant to the 
trade agreement with the United Kingdom, effective January 1, 1939, rates of 
$2.50, $2, and $1.25 each were established for bicycles, depending upon the 
diameter of the wheels, and a rate of $1.25 each was established for frames; but 
in no case was the duty on the bicycles or frames to be less than 15 percent nor 
more than 30 percent ad valorem. These rates were continued without chan 
under the General Agreement on Tariffs and Trade, effective January 1, 1948, 
with the exception of the rate on bicycles having wheels measuring over 25 inches. 
in diameter, if weighing less than 36 pounds (without accessories) and not designed 
for use with tires having a cross-sectional diameter exceeding 1% inches. For 
these bicycles a rate of $1.25 each but not less than 74 percent nor more than 
15 percent ad valorem was specified. At foreign values prevailing since 1947, 
the specific rates and the maximum ad valorem rates on bicycles have seldom 
been applicable; virtually all imports have been assessed at the minimum ad 
valorem rates of 15 percent or 7% percent. The average ad valorem equivalent. 
of the duties on total imports of bicycles since 1947 has been about 11 percent. 

On bicycle parts specified in paragraph 371, other than frames, the rate estab- 
lished in the Tariff Act of 1930 has remained unchanged, but under the General 
Agreement on Tariffs and Trade, effective January 1, 1948, it was bound against. 
increase. 
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CHERRIES, CANDIED, CRYSTALLIZED, OR GLACE 


On October 17, 1952, the Tariff Commission issued a report on its investigation 
of glace tt made pursuant to section 7 of the Trade Agreements Extension 
Act o > 

The Commission instituted the investigation on glace cherries on October 31, 
1951, in response to an application filed with the Commission by the Maraschino 
Cherry & Glace Fruit Association, of New York, N. Y. A public hearing was held 
on March 10 and 11, 1952. The purpose of the investigation was to determine 
whether cherries, candied, crystallized, or glace, provided for in paragraph 737 
of the Tariff Act of 1930, were, as a result, in whole or in part, of the duty or other 
customs treatment reflecting the concessions granted on such products under the 
General Agreement on Tariffs and Trade, being imported into the United States 
in such increased quantities, either actual or relative, as to cause or threaten 
— injury to the domestic industry producing like or directly competitive 

ucts. 

.< On the basis of its investigation, including the hearing, the Commission found 
(Commissioners Brossard and Gregg dissenting) ® that cherries, candied, crystal- 
lized, or glace, provided for in paragraph 737 of the Tariff Act of 1930, and on 
which concessions were granted in the General Agreement on Tariffs and Trade, 
were not being imported in such increased quantities, either actual or relative, as 
to cause or threaten serious injury to the domestic industry producing like or 
directly competitive products. Accordingly, in the judgment of the Commission, 
no sufficient reason existed for a recommendation to the President under the 
provisions of section 7 of the Trade Agreements Extension Act of 1951. 

The Tariff Act of 1930 originally provided for a compound rate of duty of 9% 
cents per pound plus 40 percent ad valorem on imports of cherries, maraschino, 
candied, crystallized, or glace, or prepared or preserved in any manner. The act 
also provided for duties of 544 cents per pound on unpitted cherries, sulfured or 
in brine, and 9% cents per pound on pitted cherries, sulfured or in brine. The 
specific part of the compound duty on imports of maraschino and glace cherries 
was intended to be compensatory for the duty on imports of sulfured cherries. 
The ad valorem part of the compound rate was intended to provide protection 
for the domestic processing operations involved in converting sulfured cherries to 
glace or maraschino cherries. 

The rate of duty on imports of cherries, maraschino, candied, crystallized, or 
glace, first became the subject of a trade-agreement concession in the 1936 trade 
agreement with France. In pursuance of that agreement the rate was reduced 
to 9% cents per pound and 20 percent ad valorem. As a result of negotiations 
under the General Agreement on Tariffs and Trade at Geneva in 1947, the rate of 
duty on this classification of cherries was further reduced, effective January 1, 
1948, to 7 cents per pound and 10 percent ad valorem. The rates of duty on 
sulfured cherries, for which, as indicated above, the specific part of the duty on 
maraschino and glace cherries was intended to be compensatory, have not been 
reduced; they have remained 5% cents per pound for the unpitted product and 944 
cents per pound for the pitted. 


BONITO, CANNED IN OIL; AND TUNA AND BONITO, CANNED, NOT IN OIL 


On November 26, 1952, the Tariff Commission issued a report on its investiga- 
tion of bonito, canned in oil, and tuna and bonito, canned, not in oil, made pursu- 
ant to section 7 of the Trade Agreements Extension Act of 1951. The Com- 
mission instituted the investigation on December 28, 1951, in response to an 
application filed on November 28, 1951, by the California Fish Canners Associa- 
tion, Inc. This application was followed at various dates by similar applications 
from other organizations within the industry. A public hearing was held Jan- 
uary 29 through February 4, 1952. The purpose of the investigation was to 
determine whether the products described below were, as a result, in whole or in 
part, of the duty or other customs treatment reflecting concessions granted on such 
products in the trade agreement with Iceland signed August 27, 1943, in the Gen- 
eral Agreement on Tariffs and Trade, and in the exclusive trade agreement with 
Cuba signed October 30, 1947, being imported into the United States in such 
increased quantities, either actual or relative, as to cause or threaten serious 
injury to the domestic industry producing like or directly competitive products. 


§ The majority consisted of Commissioners Ryder, Edminster, and McGill. 
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Tariff Act of 1930 Description of product 


Par. 718 (a) Bonito, prepared or preserved in any 
manner, whether packed (in airtight 
containers) in oil or in oil and other 
substances. 

Par. 718 (b) Tuna and bonito, prepared or preserved 
in any manner, when packed in air- 
tight containers weighing with their 
contents not more than 15 pounds 
each (except such fish packed in oil or 
in oil and other substances). 


On the basis of its investigation, including the hearing, the Tariff Commission 
found (Commissioners Brossard and Gregg dissenting) * that bonito, canned in 
oil, provided for in paragraph 718 (a) of the Tariff Act of 1930, and tuna and 
bonito, canned, not in oil, provided for in paragraph 718 (b) of the said tariff act, 
were not being imported in such increased quantities, either actual or relative, as to 
cause or threaten serious injury to the domestic industry producing like er directly 
eompetitive products. Accordingly, in the judgment of the Commission, no 
sufficient reason existed for a recommendation to the President under the provi- 
sions of section 7 of the Trade Agreements Extension Act of 1951. 

For tariff purposes bonito, canned in oil, is classified under the provision in 
paragraph 718 (a) of the Tariff Act of 1930 for ‘‘fish, prepared or preserved in any 
manner, when packed in oil or in oil and other substances.” The duty originally 
imposed on such fish was 30 percent ad valorem; effective January 13, 1934, the 
duty on bonito, canned in oil, valued at not over 9 cents per pound (including the 
weight of the immediate container only), was increased to 44 percent ad valorem 
by Presidential proclamation subsequent to a cost-of-production investigation by 
the Tariff Commission under the provisions of section 336 of the Tariff Act of 
1930. Bonito, canned in oil, valued at over 9 cents per pound, remained dutiable 
at the original rate of 30 percent ad valorem. Bonito, canned in oil, the product 
of Cuba, was dutiable at a preferential rate of 24 percent ad valorem as long as 
the general rate was 30 percent. When the rate on bonito valued at not over 9 
cents per pound was increased to 44 percent ad valorem, the rate on the Cuban 
product in this value bracket became 35.2 percent. 

As a result of exclusive’ concessions granted to Cuba in the General Agreement 
on Tariffs and Trade, the duty on Cuban bonito, canned in oil, valued at not over 
9 cents per pound, was reduced on January 1, 1948, to 22 percent ad valorem, and 
the duty on bonito, canned in oil, valued at over 9 cents per pound, was reduced to 
15 percent ad valorem, effective on the same date. cause of the margin-of- 
preference rule in article I of the General Agreement, this action necessitated the 
reduction of the general rates on these products to 30.8 percent ad valorem and 21 
percent ad valorem, respectively, effective January 1, 1948. These rates con- 
tinued in effect until October 7, 1951, when, as a result of the Torquay trade- 
agreement negotiations, the general rates on these products were reduced to the 
level of the rates on the Cuban products, thereby eliminating the Cuban prefer- 
ence. The present duties reflecting trade-agreement concessions on bonito, 
canned in oil, are therefore 22 percent ad valorem on imports valued at not over 
9 cents per pound, and 15 percent ad valorem on imports valued at over 9 cents 
per pound. 

Tuna and bonito, canned, not in oil, are classified for tariff purposes under 
paragraph 718 (b) of the Tariff Act of 1930 under the provision for “fish, prepared 
or preserved in any manner, when packed in airtight containers weighing with 
their contents not more than 15 pounds each, except fish packed in oil or in oil 
and other substances.’’ The duty originally imposed on these products was 25 
percent ad valorem. Pursuant to the trade agreement with Iceland signed Au- 
gust 27, 1943, which became effective November 19, 1943, the duty on tuna and 
bonito, canned, not in oil, was reduced to 12% percent ad valorem. This rate 
was temporarily bound against increase under the General Agreement on Tariffs 
and Trade, but the concession involving this binding was withdrawn, effective 
January 26, 1952, as a result of the withdrawal of Nationalist China from the 
General Agreement. However, the trade agreement with Iceland continues in 
force. 

By reason of the preferential treatment of Cuban products under international 
agreements with that country, tuna and bonito, canned, not in oil, the product of 


* A statement of the views of Commissioners Brossard and Gregg is included in the report. The majority 
consisted of Commissioners Ryder, Edminster, and McGill. 
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Cuba, were originally dutiable under the Tariff Act of 1930 at 20 percent ad 
valorem. When the general rate of duty on these products was reduced to 12% 

rcent ad valorem pursuant to the trade agreement with Iceland, the rate on the 
ike products of Cuba became 10 percent ad valorem. Under the General Agree- 
ment on Tariffs and Trade the duty on Cuban bonite, canned, not in oil, con- 
tinued to be 10 percent ad valorem, but the preferential treatment of Cuban 
tuna, canned, not in oil, was eliminated, with the result that the Cuban product 
became dutiable on January 1, 1948, at the 12's-percent rate established pur- 
suant to the trade agreement with Iceland. Accordingly, the current duty re- 
flecting trade-agreement concessions on tuna, canned, not in oil, is 124 percent 
ad valorem, and the current duties reflecting trade-agreement concessions on 
bonito, canned, not in oil, are 10 percent ad valorem if the product of Cuba and 
12} percent ad valorem if not the product of Cuba. 


TOBACCO PIPES AND TOBACCO-PIPE BOWLS OF WOOD OR ROOT 


On November 10, 1953, the Tariff Commission issued a report, dated December 
22, 1952, on its investigation of tobacco pipes and tobacco-pipe bowls of wood or 
root, made pursuant to section 7 of the Trade Agreements Extension Act of 1951. 
At the same time, the Commission issued a supplemental report on such tobacco 

ipes and pipe bowls, dated August 19, 1953, containing certain additional in- 
ormation that had been requested by the President on February 18, 1953. 

An application for an investigation under section 7 with respect to certain 
tobacco pipes having bowls wholly or in chief value of brierwood was filed with 
the Commission on December 29, 1951, by the American Smoking Pipe Manu- 
facturers Association of New York, N. Y. In instituting the investigation on 
January 10, 1952, the Commission on its own motion expanded the scope of the 
investigation to include all finished and partly finished tobacco pipes and pipe 
bowls of wood or root. A public hearing was held March 24 and 25, 1952. 

On the basis of its investigation, including the hearing, the Commission found 
that as a result in part of the customs treatment reflecting the concession granted 
in the General Agreement on Tariffs and Trade, tobacco-pipe bowls wholly or in 
chief value of brierwood or root and tobacco pipes having such bowls, valued at 
not more than $5 per dozen, were being imported into the United States in such 
increased quantities, both actual and relative, as to cause serious injury to the 
domestic industry producing like or directly competitive products, .and as to 
threaten continuance of such injury. The-Commission also found that the appli- 
cation, for an indefinite period, of a rate of duty on such pipes or bowls of 15 cents 
each, but not less than 244 cents each and 40 percent ad valorem or more than 
3% cents each and 60 percent ad valorem, was necessary to prevent the continuance 
of serious injury to the domestie industry. 

In view of its findings, and in accordance with section 7 of the Trade Agreements 
Extension Act of 1951, the commission, on December 22, 1952, recommended to 
the President that the concession on tobacco-pipe bowls of brier wood or root and 
tobacco pipes having such bowls be modified to permit, for an indefinite period, 
the ong nt of the rate of duty specified above. 

On February 18, 1953, in identical letters to the chairmen of the Senate Com- 
mittee on Finance and the House Committee on Ways and Means, the President 
reported that he was not, at that time, giving effect to the recommendation of 
the Commission. The President stated that he was requesting further informa- 
tion from the Tariff Commission to assist, him in arriving at an appropriate 
decision. Subsequently, the Commission forwarded copies of its original report 
of December 22, 1952, to the chairmen of the Senate Committee on Finance and 
the House Committee on Ways and Means. 

A supplemental report, containing the information requested by the President 
on February 18, 1953, was submitted to him on August 19, 1953. On November 
10, 1953, the President announced that he was not giving effect to the recom- 
mendation made by the Commission in its report of December 22, 1952. Copies 
of the Commission’s supplemental report were sent to the chairmen of the Senate 
Committee on Finance and the House Committee on Ways and Means on 
November 12, 1953. 

The tobacco pipes and bowls of wood or root covered by the Commission’s 
investigation are provided for in paragraph 1552 of the Tariff Act of 1930. The 
rate of duty originally imposed by that act was 5 cents each and 60 percent ad 
valorem. Pursuant to a tariff concession that the United States granted in the 
bilateral trade agreement with France, the duty on wholly finished briar pipes 
valued at less than $1.20 per dozen was reduced to 2% cents each plus 40 percent 
ad valorem, effective June 15, 1936. In the bilateral trade agreement with the 
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United Kingdom, which became effective January 1, 1939, the United States 
granted tariff concessions on all other articles provided for in the classification 
covered by the investigation. These concessions, together with the concession 
granted in the bilateral trade agreement with France, resulted in a rate of 2% cents 
each plus 40 percent ad valorem on all pipes and bowls of wood, except those 
valued per dozen at $1.20 or more but not more than $5, on which a concession in 
the trade agreement with the United Kingdom resulted in a rate of 5 cents each 
and 50 percent ad valorem. 

In the General Agreement on Tariffs and Trade, at Geneva, the United States 
granted tariff concessions on all tobacco pipes and bowls of wood. These con- 
cessions became effeetive January 1, 1948, on which date the bilateral trade agree- 
ments with France and the United Kingdom became inoperative. In the General 
Agreement on Tariffs and Trade, at Torquay, the United States granted a further 
concession on pipes and bowls of wood other than briar, valued at less than $1.20 
per dozen. is concession, which became effective October 19, 1951, resulted in 
a rate of duty of 1% cents each and 20 percent ad valorem on such pipes and bowls. 


SPECIFIED HOUSEHOLD CHINAWARE 


On February 6, 1953, the Tariff Commission issued a report on its investigation 
of certain household china tableware, kitchenware, and table and kitchen utensils, 
made pursuant to section 7 of the Trade Agreements Extension Act of 1951. 

The Commission instituted the a on February 15, 1952, in response 
to an application filed by the Vitrified China Association, Inc., of Washington, 
D. C., and the National Brotherhood of Operative Potters, of East Liverpool, 
Ohio. A public hearing was held June 23-26, 1952. 

On the basis of the investigation, including the hearing, the Commission found 
that the chinaware covered by the investigation was not being imported in such 
increased quantities, either actual or relative, as to cause or threaten serious injury 
to the domestic industry producing like or directly competitive products. Accord- 
ingly, in the judgment of the Commission, no sufficient reason existed for a recom- 
mendation to the President under the provisions of section 7 of the Trade Agree- 
ments Extension Act of 1951. 

The rates of duty originally established by the Tariff Act of 1930 on imported 
household chinaware of the kinds covered by this investigation were 10 cents per 
dozen separate pieces plus 60 percent ad valorem if not decorated, and 10 cents 
per dozen separate pieces plus 70 percent ad valorem if decorated. Pursuant to 
concessions granted in the General Agreement on Tariffs and Trade, the china- 
ware under consideration, if containing 25 percent or more of calcined bone (bone 
china), is dutiable at 30 percent ad valorem but not less than 5 cents per dozen 
separate pieces plus 25 percent ad valorem if not decorated, and 35 percent ad 
valorem but not less than 5 cents per dozen separate pieces plus 30 percent ad 
valorem if decorated. Pursuant to other concessions granted in the gan agree- 
ment, the chinaware under consideration, if containing less than 25 percent of 
calcined bone (feldspar china), is dutiable at 10 cents per dozen separate pieces 
plus 35 percent ad valorem, whether plain or decorated, if valued at more than 
certain amounts per dozen separate pieces specified in the agreement. Imports 
of feldspar household chinaware valued at less than those specified amounts are 
not the subject of trade-agreement concessions; such chinaware was therefore not 
covered by the investigation. 

DRIED FIGS 


On July 24, 1952, the Tariff Commission submitted to the President a report on 
its investigation of dried figs, made pursuant to section 7 of the Trade Agreements 
Extension Act of 1951. e Commission instituted the investigation on March 
19, 1952, in response to an application filed by the California Fig Institute, of 
Fresno Calif., an organization representing growers and packers of dried figs. 
public hearing was held April 22-25, 1952. 

The purpose of the investigation was to determine whether dried figs, provided 
for in paragraph 740 of the Tariff Act of 1930, were, as a result, in whole or in part, 
of the customs treatment reflecting the concession granted_in the General 
ment on Tariffs and Trade, as supplemented by the Torquay protocol, being 
imported into the United States in such increased quantities, either actual or 
relative, as to cause or threaten serious injury to the domestic industry producing 
like or directly competitive products. Effective October 17, 1951, under the 

eneral agreement (Torquay) the United States reduced the rate of duty on 
figs from 3 to 2 cents a pound. 
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Based on its investigation, the Commission unanimously found that, as a result 
in part of the customs treatment reflecting the concession granted in the General 
Agreement on Tariffs and Trade, as supplemented by the Torquay protocol, 
dried figs were being imported into the United States in such increased quantities, 
both actual and relative, as to cause serious injury to the domestic industry pro- 
ducing like or directly competitive products, and as to threaten continuance of 
such injury. The Commission also found that, fer an indefinite period, applica- 
tion of a rate of duty of 44 cents per pound on dried figs was necessary to prevent 
the continuance of such serious injury to the domestic industry. 

In view of its findings, and in accordance with section 7 of the Trade Agree- 
ments Extension Act of 1951, the Commission recommended to the President 
the modification of the tariff concession that the United States granted on dried 
figs in the general agreement. On August 16, 1952, the President issued a 
proclamation, effective after the close of business on August 29, 1952, modifying 
the concession. 

Under the Tariff Act of 1930 dried figs were dutiable at 5 cents per pound. 
Pursuant to the trade agreement with Turkey, effective May 5, 1939, the rate 
of duty on dried figs valued at 7 cents or more per pound was reduced to 3 cents 

r pound. Effective March 9, 1950, the rate of duty on dried figs valued at 
ess than 7 cents per pound was reduced to 3 cents per pound, pursuant to a 
concession negotiated originally with Greece under the General Agreement on 
Tariffs and Trade (Annecy). Effective October 17, 1951, the rate of duty on all 
dried figs, regardless of value, was further reduced to 2 cents per pound, pursuant 
to a concession negotiated originally with Turkey at Torquay under the General 
Agreement on Tariffs and Trade. Modification of the concession establishes a 
rate of duty of 4% cents per pound on dried figs. 


WOOD SCREWS OF IRON OR STEEL (SECOND INVESTIGATION) 


On March 27, 1953, the Tariff Commission issued a report on its second investi- 

tion of wood screws of iron or steel, made pursuant to section 7 of the Trade 
Koeementa Extension Act of 1951. The Commission’s report on its first investi- 
gation was issued December 29, 1951.7 

The Commission instituted its second investigation on April 4, 1952, in response 


to an application filed by the United States Wood Screw Service Bureau of 
New York, N. Y. A public hearing was held June 30-July 1, 1952. 

On the basis of its second investigation, including the hearing, the Commission 
found (Commissioner Brossard dissenting)’ that wood screws of iron or steel 
were not being imported into the United States in such increased quantities, 
either actual or relative, as to cause or threaten serious injury to the domestic 
industry producing like or directly competitive products. Accordingly, in the 
judgment of the Commission, no sufficient reason existed for a recommendation 
to the President under the provisions of section 7 of the Trade Agreements Exten- 
sion Act of 1951. 

The rate of duty established on imports of wood screws of iron or steel by the 
Tariff Act of 1930 (par. 338) was 25 percent ad valorem. Pursuant to a conces- 
sion granted in the General Agreement on Tariffs and Trade at Geneva, the duty 
on such wood screws was reduced to 15 percent ad valorem, effective nen ree A 1, 
1948. This rate was further reduced to 12% cent ad valorem, effective June 
6, 1951, pursuant to a concession granted in the general agreement at Torquay. 


PREGNANT MARES’ URINE 


On April 2, 1953, the Tariff Commission issued a report on its investigation of 
pregnant mares’ urine (PMU) and estrogenic substances obtained or derived 
bo ag made pursuant to section 7 of the Trade Agreements Extension Act 

The Commission instituted the investigation on April 8, 1952, in response to 
an application filed by the National PMU Association, of Farmer City, Ill. A 
public hearing was held on January 27, 1953. 

On the basis of its investigation, including the hearing, the Commission found 
that pregnant mares’ urine and estrogenic substances obtained or derived there- 
from were not being imported in such increased quantities, either actual or rela- 
tive, as to cause or threaten serious injury to the domestic industry producing 
like or directly competitive products. Accordingly, in the judgment of the 


1? The majority consisted of Commissioners Ryder, Edminster, Durand, and McGill. 
* The majority consisted of Commissioners Ryder, Edminster, and McGill. 
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Commission, no sufficient reason existed for a recommendation to the President 
under the provisions of section 7 of the Trade Agreements Extension Act of 1951. 
Pregnant mares’ urine in its natural state and crude concentrates of the estro- 
genic substances in pregnant mares’ urine originally entered as crude drugs of 
animal origin free of duty under paragraph 1669 of the Tariff Act of 1930. Such 
imports were bound free of duty in the trade agreement with Canada, effective 
January 1, 1939, and in the General Agreement on Tariffs and Trade at Geneva 
effective January 1, 1948. Imports of estrogenic substances obtained or derived 
from pregnant mares’ urine originally ente under paragraph 5 of the Tariff Act 
of 1930, as medicinal preparations of animal origin, at a duty of 25 percent ad 
valorem. The rate was reduced to 124 percent ad valorem pursuant to a conces- 
sion granted in the trade agreement with Argentina, effective November 15, 1941. 
However, as a result of a decision by the United States Court of Customs and 
Patent Appeals (CAD 378), on January 6, 1948, these products were classified 
under paragraph 34 as drugs of animal origin, advanced in value or condition, at 
a rate of duty of 5 percent ad valorem. The rate of duty provided in paragraph 34 
for drugs of animal origin, advanced in value or condition, had been reduced from 
10 percent to 5 percent ad valorem pursuant to a concession granted in tbe General 
Agreement on Tariffs and Trade at Geneva, effective January 1, 1948. 


CHALK WHITING 


On April 9, 1953, the Tariff Commission issued a report on its investigation of 
yore niade -pursuant to section 7 of the Trade Agreements Extension 

ct o 1. 

The Commission instituted the investigation on April 16, 1952, in response to 
an application filed by the Southwark Manufacturing Co. of Camden, N. J. A 
public hearing was held on July 8, 1952. 

On the basis of its investigation, including the hearing, the Commission found 
(Commissioner Brossard dissenting)® that chalk whiting was not being imported 
in such increased quantities, either actual or relative, as to cause or threaten 
serious injury to the domestic industry producing like or directly competitive 
products. Accordingly, in the judgment of the Commission, no sufficient reason 
existed for a recommendation to the President under the provisions of section 7 
of the Trade Agreements Extension Act of 1951. 

The rate of duty established on imports of chalk whiting under the Tariff Act 
of 1930 (par. 20) was four-tenths cent per pound. The duty was reduced to 
two-tenths cent per pound pursuant to a concession granted in the trade agreement 
with Belgium, effective May 1, 1935. It was further reduced to the currently 
applicable rate of one-tenth cent per pound pursuant to a concession granted 
in the General Agreement on Tariffs and Trade, effective January 1, 1948. 


WOODWIND MUSICAL INSTRUMENTS AND PARTS 


On April: 28, 1952, the Tariff Commission issued a report.on its investigation of 
woodwind musical instruments: and parts thereof, made pursuant to section 7 
of the Trade Agreements Extension Act of 1951. 

The Commission instituted the investigation on May 6, 1952, in response to 
an application filed by Penzel, Mueller & Co., Inc., of Long Island City, N. Y., 
and certain other domestic concerns. A public hearing was held August 5-7, 1952. 

On the basis of its investigation, including the hearing, the Commission found 
that woodwind musical instruments and parts thereof were not being imported 
in such increased quantities, actual or relative, as to cause or threaten serious 
injury to the domestic industry producing like or directly competitive products. 
Accordingly, in the judgment of the Commission, no sufficient reason existed for 
a recommendation to the President under the provisions of section 7 of the Trade 
A ments Extension Act of 1951. 

he rate of duty originally established in the Tariff Act of 1930 (par. 1541 (a)) 
on imports of woodwind musical instruments and parts was 40 percent ad valorem. 
Effective June 15, 1936, the rate of duty was reduced from 40 to 30 percent ad 
valorem pursuant to a concession granted by the United States in the trade 
agreement with France. As a result of concessions granted by the United States 
in the General Agreement, the rate was further reduced to 20 percent ad valorem, 
effective January 1, 1948, and to 15 percent ad valorem effective June 6, 1951. 


* The majority consisted of Commissioners Ryder, Edminster, and McGill 
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COTTON CARDING MACHINERY AND PARTS 


On July 29, 1953, the Tariff Commission issued a report on its investigation of 
cotton carding machinery and parts, made pursuant to section 7 of the Trade 
Agreements Extension Act of 1951. 

he Commission instituted the investigation on August 21, 1952, in response 
to an application filed by the American Textile Machinery Association, of Whit- 
insville, Mass. A public hearing was held March 9-10, 1953. 

On the basis of its investigation, including the hearing, the Commission found 
that cotton carding machinery and parts were not being imported in such increased 

uantities, either actual or relative, as to cause or threaten serious injury to the 
doanenaie industry producing like or directly competitive products. Accordingly, 
in the judgment of the Commission, no sufficient reason existed for a recommenda- 
tion to the President under the provisions of section 7 of the Trade Agreements 
Extension Act of 1951. 

Cotton carding machinery is not separately provided for in the Tariff Act of 
1930, as amended and modified. This type of textile machinery is included in the 
statutory “basket” provision in paragraph 372 of the tariff act for “all other textile 
machinery, finished or unfinished, not specially provided for,”’ and was originally 
dutiable thereunder at the rate of 40 percent ad valorem. Pursuant to a con- 
cession granted by the United States in the trade agreement with the United 
Kingdom, the rate of duty on certain of the textile machinery (including cotton 
carding machinery) in this “basket’’ provision was reduced to 20 percent ad 
valorem, effective January 1, 1939. 

Since January 1, 1948, cotton carding machinery has been dutiable at 10 per- 
cent ad valorem, as a result of a concession made by the United States in the 
General Agreement on Tariffs and Trade at Geneva, with respect to textile ma- 
chinery for manufacturing or processing vegetable fibers prior to the making of 
fabrics or woven, knit, crocheted, or felt articles not made from fabries (except 
winding, beaming, warping, and slashing machinery, and combinations thereof). 

Under paragraph 372 and the pertinent trade agreement concessions, parts for 
cotton carding machinery, not specially provided for, wholly or in chief value of 
metal or porcelain, have been and are subject to the same rate of duty that is 
applicable to such machinery. 


SCREEN-PRINTED SILK SCARVES 


On June 12, 1953, the Tariff Commission issued a report on its investigation of 
screen-printed silk scarves, made pursuant to section 7 of the Trade Agreements 
Extension Act of 1951. 

The Commission instituted the investigation on August 25, 1952, in response 
to an application filed by the Association of Textile Screen Makers, Printers and 
Processors, Inc., of New York, N. Y. A public hearing was held February 
24-27, 1953. 

On the basis of its investigation, including the hearing, the Commission found 
that as a result in part of the customs treatment reflecting the concession granted 
in the General Agreement on Tariffs and Trade, as supplemented by the Torquay 

rotocol, screen-printed silk scarves were being imported into the United States 
in such increas uantities, both actual and relative, as to cause serious injury 
to the domestic industry producing like or directly competitive products, and as 
to threaten continuance of such injury. The Commission also found that the 
application, for an indefinite period, of a rate of duty of 65 percent ad valorem on 
screen-printed silk scarves was necessary to prevent the continuance of serious 
injury to the domestic industry. 

In view of its finding, and in accordance with section 7 of the Trade Agreements 
Extension Act of 1951, the Commission, on April 13, 1953, recommended to the 
President that the concession with respect to screen-printed silk searves be 
modified to permit, for an indefinite period, the application of a rate of duty of 
65 percent ad valorem." 

The screen-printed silk scarves covered by the Commission’s investigation are 
provided for in paragraph 1210 of the Tariff Act of 1930, in the provision therein 
for “Clothing and articles of wearing apparel of every description, manufactured 


’ On June 10, 1953, in identical letters to the chairmen of the Senate Committee on Finance and the 
House Committee on Ways and Means, the President, reported that he was not at that time, giving effect 
to the recommendation of the Commission. The President stated that he had questions concerning certain 
matters relating to the manufacture and distribution of silk scarves, and that he was requesting the Tariff 
Commission to make a further examination of the case and report its findings to him. Subsequently, the 
Commission forwarded copies of its original report to the chairmen of the Senate Committee on Finances and 
the House Committee on Ways and Means. 
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wholly or in part, wholly or in chief value of silk, and not specially provided for.” 
The rate of duty originally imposed was 65 percent ad valorem. Effective Jan- 
uary 1, 1948, the rate of duty was reduced to 35 percent ad valorem pursuant to 
a@ concession granted in the General Agreement on Tariffs and Trade at Geneva. 
It was reduced effective June 6, 1951, to 32% percent ad valorem pursuant to a 
concession granted in the General Agreement at Torquay. 


ROSARIES 


On August 21, 1953, the Tariff Commission issued a report on its investigation 
ps 7 hie made pursuant to section 7 of the Trade Agreements Extension Act 
of 1951. 

The Commission instituted the investigation on September 19, 1952, in response 
to an application filed by G. Klein & Son, of New York, N. Y., and the H. M. H. 
Co., of Pawtucket, R. I. A public hearing was held June 8, 1953. 

On the basis of its investigation, including the hearing, the Commission found 
that the articles covered by the investigation were net being imported in such 
increased quantities, actual or relative, as to cause or threaten serious injury to 
the domestic industry producing like or directly competitive products. Accord- 
ingly, in the judgment of the Commission, no sufficient reason existed for a recom- 
mendation to the President under the provisions of section 7 of the Trade Agree- 
ments Extension Act of 1951. 

Under paragraph 1544 of the Tariff Act of 1930, rosaries were origi ny cee 
at a rate of 50 percent ad valorem. This rate of duty was reduced to 30 percent 
ad valorem, effective June 15, 1936, pursuant to a concession granted in the trade 
agreement with France. The agreement with France was suspended on January 
1, 1948, when concessions initially negotiated with France in the General Agree- 
ment on Tariffs and Trade at Geneva became effective. Although rosaries were 
not among the articles on which the United States granted duty concessions at 
Geneva in 1948, the rate did not at once revert to the 1930 rate of 50 percent ad 
valorem, but. became 42 percent ad valorem as a result of limitations on the 
statutory authority to make tariff increases with respect to products of Cuba, and 
international commitments not to increase the margin of tariff preference accorded 
to Cuban products. A change in the law resulted in the restoration of the 
statutory general rate of 50 percent ad valorem on rosaries, effective December 30, 
1949. That rate remained in effect until the present rate of 15 percent ad valorem 
was established, effective June 6, 1951, pursuant to a concession made in the 
General Agreement on Tariffs and Trade at Torquay. 


METAL WATCH BRACELETS AND PARTS THEREOF 


On Anges 20, 1953, the Tariff Commission issued a report on its investigation 
of watch bracelets and parts thereof wholly or in chief value of metal other than 
= - —, made pursuant to section 7 of the Trade Agreements Extension 

ct of 1951. 

The Commission instituted the investigation on September 26, 1952, in response 
to an application filed by the Watch Attachment Manufacturers Association, of 
New York, N. Y. A public hearing was held June 15, 1953. 

On the basis of its investigation, including the hearing, the Commission found 
that the metal watch bracelets and parts covered by the investigation were not 
being imported in such increased quantities, actual or relative, as to cause or 
threaten serious injury to the domestic industry producing like or directly com- 
petitive products. Accordingly, in the judgment of the Commission, no sufficient 
reason existed for a recommendation to the President under the provisions of 
section 7 of the Trade Agreements Extension Act of 1951. 

Watch bracelets are specifically named in paragraph 1527 (c) of the Tariff Act 
of 1930 among other articles (valued above 20 cents per dozen) designed to be 
worn on apparel or carried on or about or attached to the person. The rate of 
duty originally imposed on the watch bracelets and parts covered by this investi- 
— was a compound rate equivalent to 110 percent ad valorem. The rate of 

uty on such watch bracelets and parts valued at not over $5 per dozen pieces 
was reduced to 65 percent ad valorem, effective April.21, 1948, pursuant to a 
concession granted by the United States in the General Agreement on Tariffs and 
Trade at Geneva. 

The rate of duty on the watch bracelets and parts here considered valued at 
over $5 per dozen pieces was first reduced to 65 percent ad valorem, effective June 
15, 1936, pursuant to a concession granted in the trade agreement with France. 
It was further reduced to 45 percent ad valorem, effective January 1, 1948, pur- 
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suant to a concession granted in the General Agreement on Tariffs and Trade at 
Geneva, and then to 35 percent ad valorem, effective June 6, 1951, pursuant to a 
concession granted in the General Agreement at Torquay. 


HANDMADE BLOWN GLASSWARE 


On November 20, 1953, the Tariff Commission issued a report on its investiga- 

tion of handmade blown glassware, made pursuant to section 7 of the Trade 
ments Extension Act of 1951, as amended. 

he Commission instituted the investigation on September 26, 1952, in response 
to an application filed by the import committee for the hand division of the Amer- 
ican Glassware Association, of New York, N. Y. A supporting statement was 
filed concurrently by the National Labor-Management Council on Foreign Trade 
Policy, on behalf of the president of the American Flint Glass Workers Union, 
which represents the workers in the handmade blown-glassware industry. A 
public hearing was held on March 2, 1953. 

Upon consideration by the Commission of the facts obtained in the investiga- 
tion, including the hearing, the Commission divided into two equal groups, each 
of which was unanimously agreed upon opposite findings, as to whether or not 
handmade blown glassware covered by the investigation was being imported in 
such increased quantities, either actual or relative, as to cause or threaten serious 
injury to the domestic industry producing like or directly competitive products. 

Commissioners Brossard, Talbot, and Schreiber found that table articles and 
utensils, vases, and articles primarily designed for ornamental purposes, which 
are blown or partly blown from molten glass gathered by hand, and valued at 
less than $3 each (except Christmas tree ornaments and articles and utensils 
commercially known as bubble glass), were being imported into the United States 
in such increased quantities, both actual and relative, as to cause serious injury 
to the domestic industry concerned and to threaten continuance of such injury; 
that products covered by the investigation, other than those immediately de- 
scribed above, were not being imported in such increased quantities as to cause or 
threaten serious injury to the domestic industry concerned; and that the applica- 
tion, for an indefinite period, of a rate of duty of 6744 percent ad valorem on cut 
or engraved articles and utensils valued at less than $3 but not less than $1 each, 
and a rate of 90 percent ad valorem on specified articles and utensils valued at less 
than $3 each, was necessary to prevent the continuance of serious injury to the 
domestic industry concerned. 

Commissioners Ryder, Edminster, and McGill found that none of the products 
covered by the investigation were being imported in such increased quantities, 
either actual or relative, as to cause or threaten serious injury to the domestic 
industry concerned, and that accordingly there was no sufficient reason for a 
recommendation to the President for action under section 7 of the Trade Agree- 
ments Extension Act of 1951. 

In split decisions of this kind, section 330 of the Tariff Act of 1930, as amended 
by section 201 of the Trade Agreements Extension Act of 1953 (Public Law 215, 
83d Cong.), provides that the findings (and recommendations, if any) of each 
group of Commissioners shall be transmitted to the President, and that the find- 
ings (and recommendations, if any) of either such group may be considered by the 
President as the findings (and recommendations, if any) of the Commission. A 
report incorporating the views of the two groups of Commissioners was trans- 
mitted to the President on September 22, 1953. In a letter to the Chairman of 
the Tariff Commission, dated November 19, 1953, the President stated that he is 
postponing making a decision in this case pending receipt of additional informa- 
tion which he requested the Commission to supply. The President advised the 
chairmen of the Senate Committee on Finance and the House Committee on 
Ways and Means of his action. 

The handmade blown glassware covered by the Commission’s investigation is 
provided for in paragraph 218 (f) of the Tariff Act of 1930. The rate of duty 
originally imposed on such glassware under that act was 60 percent ad valorem. 
Before 1948, reductions in this rate of duty were made on various classifications 
of glassware, including handmade blown glassware, pursuant to concessions 
— in the bilateral trade agreements with Sweden (effective August 5, 1935), 

zechoslovakia (effective April 16, 1938), the United Kingdom (effective January 
1, 1939), and Mexico (effective January 30, 1943). The concessions granted in 
the bilateral agreements with Czechoslovakia and Mexico were terminated on 
April 22, 1939, and January 1, 1951, respectively. The bilateral agreement with 
the United Kingdom was suspended, effective January 1, 1948, when the United 
Kingdom became a contracting party to the General Agreement on Tariffs and 
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Trade, and the bilateral agreement with Sweden was terminated July 1, 1950, 
after that country became a contracting party to the general agreement (April 
30, 1950). In 1948, and subsequently, the United States granted various con- 
cessions under the general agreement on all types of glassware dutiable under 
paragraph 218 (f). The rates of duty reflecting the concessions granted on the 
glassware covered by this investigation, all of which rates are currently in effect, 
are 15 percent ad valorem on certain engraved ornamental articlesval ued at $8 
or more each; 22% percent ad valorem on cut or engraved articles valued at $3 
or more each; 30 percent ad valorem on certain articles and utensils commercially 
known as bubble glass; and a specific rate of 50 cents each (with a maximum rate 
of 50 percent ad valorem and a minimum rate of 30 percent ad valorem) on all 
other glassware. 
MUSTARD SEEDS (WHOLE) 


On December 7, 1953, the Tariff Commission issued a report on its investiga- 
tion of mustard seeds (whole), made pursuant to section 7 of the Trade Agree- 
ments Extension Act of 1951. The Commission instituted the investigation on 
February 12, 1953, in response to an application filed by the Montana State 
Farm Bureau, Bozeman, Mont. A public hearing was held on June 22, 1953. 

On the basis of the investigation, including the hearing, the Commission found 
that mustard seeds (whole), classifiable under paragraph 781 of the Tariff Act 
of 1930, were not being imported into the United States in such increased quan- 
tities, either actual or relative, as to cause or threaten serious injury to the 
domestic industry producing like or directly competitive products. Reccedinaty, 
in the judgment of the Commission, no sufficient reason existed for a recom- 
mendation to the President under the provisions of section 7 of the Trade Agree- 
ments Extension Act of 1951. 

Mustard seeds (whole) are provided for by name in paragraph 781 of the Tariff 
Act of 1930. The original rate specified for this product in the tariff act was 2 
cents per pound, Pursuant to a concession granted by the United States in 
the trade agreement with the United Kingdom, the reduced rate of 1% cents 
per pound was in effect during the period January 1, 1939, through December 31, 
1947. As a result of concessions granted in the Generai Agreement on Tariffs 
and Trade (Geneva and Torquay) the rate applicable to this product was further 
reduced to 1% cents per pound, effective January 1, 1948, and to % cent per 
pound, effective June 6, 1951. The %-cent-per-pound rate is the rate currently 
in effect, and reflects the existing trade-agreement concession. 


DRIED FIGS (INVESTIGATION UNDER EXECUTIVE ORDER 10401) 


On June 3, 1953, the Tariff Commission submitted to the President a report on 
its investigation of dried figs, made pursuant to paragraph 2 of Executive Order 
10401. 


The Commission instituted the investigation of dried figs in response to a 1e- 
quest from the President dated March 5, 1953. The oo of the investigation 
was to review the action taken by the President on August 16, 1952, modifying 
the tariff concession granted in the General Agreement on Tariffs and Trade on 
‘dried figs, and increasing the import duty on such figs from 24 cents a pound to 414 
re pound, effective August 30, 1952. A public hearing was held en April 
14, 1953. 

As a result of its investigation, including the hearing, the Commission found 
that the modification of the concession granted in the General Agreement on 
Tariffs and Trade pursuant to which a duty of 444 cents a pound was being applied 
to imports of dried figs, remained necessary in order to prevent serious injury to 
the domestic industry producing the like or directly competitive product. Ina 
letter to the Chairman of the Tariff Commission, dated June 25, 1953, the Presi- 
dent accepted the Commission’s findings. 
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Investigations pending on December 31, 1953 


Commodity and tariff Name and address of | Date applica- Status 
paragraph 


applicant tion received 


Manicure and pedicure oF Shears, Scissors, | Mar. 19,1953 | Investigation instituted Mar, 26, 
pers, and parts ten 354 and Manicure In- 1953. Hearing held June 29, 
scissors shears, struments Manufac- 1953. 
blades therefor (par. 357). 
ewar 

Groundfish fillets (par. 717 (b))- Massachusetts. Fish- May 27, 1953 Tere, instituted June 16, 

eries Assotviation, 1953. Hearing held Oct. 20-26, 

— Mass., and 1953. 

others. 

Watch movements and parts | Elgin National Watch | Sept. 1,1953 | Investigation instituted Sept. 9, 
(pars, 367 (a) and (c)). o., Elgin, M1; 1953. eames scheduled Feb. 

Hamilton Watch 9, 1954 

Co., Lancaster, Pa.; 

Waltham Watch 

Co., Waltham, 
ass. 

Lead and zine (pars. 72, 77, 391, | National Lead and | Sept. 14,1953 | Investigation instituted Sept. 16, 
392, 393 and 394). Z Committee, 1953. Hearings held Nov. 3 

Lake City, (lead) and Nov. 5 (zinc), 1953. 


Utah. 
Straight (dressmakers’ or com- | Vail Manufacturing | Sept. Investigation instituted Sept. 24, 
mon) pins (par. 350). Co., Chicago, Ill., 1953. Hearing scheduled Mar. 
and others. 24, 1954. 
Safety pins (par. 350) ‘ DeLong Hook and | Sept. Investigation instituted Oct. 29, 
Eye Co., Philadel- 1953. Hearing scheduled Mar. 
Pa., and 23, 1954, 


Fluorspar, acid grade (par. 207) Onark- Mahoning. Co. Co., | Oct. sg instituted Oct. 29, 
Tulsa 1953. . Investigation, discon- 

others. tinued and dismissed Nov. 23, 

1953, by Commission at appli- 

cants’ request. 

Alsike clover seed (par. 763)...| W. W. Thompson, 5 Investigation instituted Dec. 2, 

Klamath Falls, 1953. 

Oreg., and others. 


INVESTIGATIONS UNpeR Section 22 oF THe AcricuLTURAL ApjusTMENT ACT, 
As AMENDED, INstTITUTED or Actep Uron From Juty 1, 1952 To DeceMBER 


31, 1953 
EDIBLE TREE NUTS (FOURTH REPORT) 


On September 21, 1953, the Tariff Commission submitted to the President its 
fourth ys ot on its investigation of edible tree nuts under section 22 of the Agri- 
cultural Adjustment Act, as amended. This investigation was instituted on April 
13, 1950, on direction of the President. 

In its first report, submitted on November 24, 1950, the Commission found no 
justification for action under section 22. In its second report, submitted on 

ovember 28, 1951, the Commission found the need for an recommended im- 
position of a fee of 10 cents per pound under section 22 on imports of shelled and 
prepared almonds entered in excess of 4,500,000 pounds during the period October 
1, 1951, to September 30, 1952, inclusive. This fee was put into effect. by Presi- 
dential proclamation. The Commission’s third report, submitted on September 
25, 1952, recommended imposition of an import fee of 5 cents per pound on entries 
of shelled and prepared almonds up to 7 million pounds and a fee of 10 cents per 
pound on entries in excess of that amount during the period October 1, 1952, 
through September 30. 1953, and an absolute import quota of 4,500,000 pounds for 
shelled filberts entered during the same period. The President imposed the 
recommended fees on almonds, effective October 1, 1952. On October 20, 1952, 
President Truman issued a statement that he was not putting into effect the 
Commission’s recommendation on filberts. On June 10, 1953, however, President 
Hisenhower issued a proclamation putting the Commission’s recommendation 
on filberts into effect. 

In its fourth report, submitted September 21, 1953, the Commission found 
that there was no basis under section 22 for imposing restrictions at that time 
on imports of walnuts, filberts, cashews, brazil nuts, or in-shell almonds. The 
Commission did, howev er, unanimously find that imports of shelled and prepared 
almonds, if subject only to the regular tariff, were practically certain to be 
imported, after September 30, 1953, under such ‘conditions and in such quantities 
as to materially interfere with the program undertaken by the Department of 
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Agriculture with respect to almonds under the Agricultural Marketing Agree- 
ment Act of 1937, as amended. To prevent such interference, the Commission 
recommended continuation for the year beginning October 1, 1953, and subse- 
quent years, of the import fees on almonds which had been in effect since October 
1, 1952. On September 29, 1953, the President issued a proclamation imposing 
the recommended fees on almonds; however, he made them effective only for the 
12-month period beginning October 1, 1953. 

In its report of September 21, 1953, as in its previous reports, the Commission 
advised the President that it was continuing the investigation, and that it would 
report again if further action was found to be necessary to carry out the purposes 
of section 22. 

WOOL 


On September 2, 1952, at the direction of the President, the Tariff Commission 
ordered an investigation of sheep’s wool, carbonized wool of the sheep, and me 
of sheep’s wool, under the provision of section 22. A public hearing was he 
from September 29 to October 1, 1952. 

On June 25, 1953, the President advised the Commission that a report from it 
would serve no useful purpose inasmuch as the Mey ge program for wool in 
effect when the investigation was ordered ende April 30, 1953. He directed the 
Commission, however, to keep under constant review the Department of Agzi- 
culture’s programs on wool and wool tops and developments relating to those 


programs. 

On July 9, 1953, the President directed the Commission to institute another 
investigation of wool and wool tops under the provisions of section 22, and to 
report its findings and recommendations as pro sk as practicable. The Com- 
mission instituted its investigation the following A public hearing was held 
from August 31 to September 2, 1953. This invélRigation is pending before the 
Commission, 

SPECIFIED DAIRY PRODUCTS AND FATS AND OILS 


On April 10, 1953, by direction of the President, the Tariff Commission insti- 
tuted an investigation of specified dairy products and fats and oils under the 
provisions of section 22. The investigation was occasioned by the prospective 
expiration of section 104 of the Defense Production Act of 1950. A public 
hearing was held on May 4, 5, 7, and 8, 1953. 

On June 1, 1953, the Commission reported to the President its findings and 
recommendations. 'On the basis of its investigation, including the hearing, the 
Commission found (Commissioner Edminster dissenting in part)" the need for, 
and recommended to the President the imposition of, the following quantitative 
imitations and fees: 


ae Quota or fee 

Dried skimmed milk____..-.-..--.-.-.------------------ do- 1, 807, 000 
Malted milk, and compounds or mixtures of or substitutes for milk or 


Cheddar cheese, and cheese and substitutes for cheese containing, or 
shag from, Cheddar cheese (aggregate quantity)._...pounds.. 2, 780, 100 
m and Gouda cheese (aggregate quantity) _....-.------ do_... 4,600, 200 
Blue-mold (except Stilton) cheese, and cheese and substitutes for 
cheese containing, or processed from, blue-mold cheese = ate 
Italian-type cheese, made from cow’s milk, in original loves Teauas 
made from cow’s milk, Reggiano, Parmesano, Provoloni, Provo- 
lette, and Sbrinz) (aggregate quantity) pounds. 9, 200, 100 
Peanuts, whether shelled, not shelled, oadiak salted, prepared, or 
preserved (including roasted peanuts, but not including peanut 
utter) (aggregate quantity) pounds. 1, 709, 000 
Provided, That in the shall om the haste 75 for 
109 ha valore or withdrawn from warehouse, for consumption during any 12-month 
period: Legumes uly 1 in excess of 80 million pounds, 


%” The majority consisted of Commissioners Brossard, McGill, and Talbot; Commissioner Edminster 
concurred in part. 
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ltem Quota or fee 
Flaxseed (except flaxseed approved for planting pursuant to the 
Federal Seed Act) percent__ 350 
— oil, and combinations and mixtures in chief value of such 
oi 350 
3 Ad valorem. 


By proclamation of June 8, 1953, the President imposed the restrictions rec- 
ommended by the Commission, to become effective July 1, 1953, if section 104 
of the Defense Production Act expired on June 30, 1953. Since section 104 
expired on the latter date, the restrictions became effective July 1, 1953. 

Besides the articles listed above, the Commission’s investigation covered 
butter oil, tung nuts, and tung oil. In its report, the Commission found that 
there was at that time no basis under section 22 for imposing restrictions on im- 
ports of those products; it therefore did not recommend that any restrictions be 
imposed on imports of butter oil, tung nuts, and tung oil. 

n its report to the President, the Commission stated that it would continue to 
observe developments with respect to the trade in the products for which import 
restrictions were recommended and the effects of imports thereof upon programs 
of the Department of Agriculture, and that it would take such action as might 
be appropriate when necessary for the purpose of section 22 (d) of the Agricultural 
Adjustment Act, as amended. 

OATS 


On June 10, 1953, at the direction of the President, the Commission instituted 

an investigation under section 22 on hulled or unhulled oats and unhulled 
round oats. On October 9, 1953, the Commission reported to the President 
Soma ne pe Ryder and Edminster dissenting) that to prevent imports from 
further rendering ineffective or materially interfering with the program of the 
Department of Agriculture that it was necessary that imports in any 12-month 
period beginning October 1, 1953, and in subsequent years, be limited to 23 
million bushels of 32 pounds each. 

On December 14, the President released a letter from the Acting Secretary of 
State to the Canadian Secretary of State for External Affairs and the Canadian 
reply in which it was stated that as a temporary measure Canada would limit 
its shipments of oats to the United States to 23 million bushels during the period 
December 10, 1953, to October 1, 1954. The President found that no action by 
the United States limiting imports of oats needed to be taken under section 22. 
He indicated that he concurred with Canada’s understanding that should sub- 
stantial quantities of oats be imported from other sources, the situation would 
be subject to review by both the United States and Canada. 

On December 27, 1953, the President signed a proclamation limiting imports 
of oats into the United ‘States from sources other than Canada to 2,500,000 
bushels during the period December 23, 1953, to September 30, 1954. 


RYE, RYE FLOUR, AND RYE MEAL 


On December 11, 1953, the Tariff Commission, at the direetion of the Presi- 
dent, instituted an investigation under section 22 on rye, rye flour, and rye 
. This investigation is now in progress and a hearing is to be conducted 

on January 12, 1954. 


Mr. Puiturrs. We thank you gentlemen very much. 
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Wepnespay, JANUARY 6, 1954. 


SMITHSONIAN INSTITUTION 


WITNESSES 


DR. L. CARMICHAEL, SECRETARY 
J. E. GRAF, ASSISTANT SECRETARY 


DR. J. L. KEDDY, ASSISTANT SECRETARY 
DR. R. KELLOGG, DIRECTOR, UNITED STATES NATIONAL MUSEUM 
L. I. OLIVER, SUPERINTENDENT OF BUILDINGS AND LABOR 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 
Appropriation or estimate... -..................-..-...-.--.--- $2, 419, 500 | $3, 000, 000 $8, 000, 000 
Obligations incurred... ..............-.02.22-.2.5-s.e0l. 2, 419, 095 | 3, 000, 000 3, 000, 000 
Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
2. Operation of— 
U. 8. National Museum. . -................-.~:---.-.-- 765, 514 1, 133, 379 1, 145, 379 
Bureau of American Ethnology ..........-.-.-...------ 59, 454 61, 170 61,170 
Astrophysical Observatory... 119, 840 117, 577 117, 577 
National Collection of Fine Arts. _....................- 43, 619 42, 287 42, 
National Air Museum. -..__.....-.........----..------ 145, 242 153, 587 153, 587 
Canal Zone Biological 000 7, 000 7, 000 
International 65, 664 91, 973 78, 973 
3. General services: 
Maintenance and operation of buildings._.._........... 864, 945 1, 046, 889 1, 034, 889 
Other general services..............-..--.--.-------.+-- 290, 528 291, 269 304, 
Obligations incurred . . ..................---.--.------ 2, 419, 095 3, 000, 000 3, 000, 000 
Obligations by objects 
Object classification 1953 actual | 1954 estimate) 1955 estimate 
Total number of permanent 501 501 501 
Full-time equivalent of all other positions... 4 3 3 
Average number of all employees. -....._..........-.-.------- 492 485 477 
Average salaries and grades: 
General schedule grades: 
Crafts, protective, and custodial grades: 
01 Personal services: 
$2, 012, 870 $2, 021, 528 $2, 021, 528 
Other positions. __...........-- ; 13, 052 10, 000 10, 000 
Regular pe be excess of 52-week 7,931 7, 879 7.879 
Payment above basic rates_.................-- 34, 056 33, 485 33, 485 
Total personal services.....................-..-.--.- 2, 067, 909 4, 072, 892 2, 072, 892 
8, 710 10, 225 15, 225 
03 Transportation of things...........-.........--..----.---- 42,172 69, 400 56, 400 
04 Communication services....................--.------.-.-- 10 736 11,000 24, 000 
05 Rents and utility services_...._. an a 30, 993 32, 125 32, 125 
06 Printing and reproduction. mane - 92, 320 92, 320 92, 320 
07 Other contractual services... ..................----.-.--.- 42, 676 593, 735 576, 735 
, 696 56, 750 56, 750 
15 Taxes and t pin 2, 970 5, 000 5, 000 
2, 419, 095 3, 000, 000 3, 000, 000 
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Analysis of expenditures 


1953 actual 1954 estimate 


Unliquidated obligations, start of year os. } $322, 254 | $274, 261 
Obligations incurred during the year | 2, 419, 095 3, 000, 000 


2,741,349 | 3, 274, 261 


Deduct: 
Adjustment in obligations of prior years : 
Obligated balance carried to certified claims account 4 fin SS 
Unliquidated obligations, end of year ; 274, 425, 661 


Total expenditures . 465,050 | 2, 848, 600 | 


Expenditures are distributed as follows: 
Out of current authorizations. 
Out of prior authorizations 


Mr. Puiturps. The committee will come to order. 

We have with us this morning the representatives of the Smith- 
sonian Institution with a statement of their budgetary needs for the 
fiscal year 1955. 


We have with us today Dr. Carmichael, Mr. Graf, Dr. Keddy, 
Dr. Kellogg, and Mr. Oliver. 


JUSTIFICATION OF THE ESTIMATES 


In this statement that you have furnished to each member of the 
committee I find a good deal of matter that is very interesting but 
perhaps not necessary to be put in the printed report. The pages that 
are necessary, without naming them now, will be put into the record 
at this point. 

(The matter referred to is as follows:) 


GENERAL STATEMENT 


For the fiscal year 1955, the Smithsonian Institution has established the 
following objectives: (1) The preservation for the American people of their 
irreplaceable national collections, the attractive exhibition of these treasures, 
and furnishing information relating thereto; (2) the continuation of its researches; 
(3) the publication of the results of these investigations; and (4) the international 
exchange of scientific literature. The basic concern of the Institution is to 
maintain full cognizance of the ever-widening horizons of modern science and to 
keep abreast of the demands made by the public, by other Federal agencies and 
scientific institutions, and by the Congress. 


THE 1955 BASE 


To understand the Smithsonian’s need for retaining its present base—that 1s, 
for continuing its 1954 appropriation in 1955—one should review briefly its appro- 
priation history since the economy year 1934. That year the Institution’s 
operations were reduced nearly 30 percent, a cut from which little recovery was 
made prior to World War II when the Smithsonian Institution again had to 
make severe reductions in the number of its employees and in ‘Other obligations.”’ 

After the close of hostilities, the Smithsonian staff had to be somewhat enlarged 
in order to meet the requirements of the 40-hour week. In recent years, however, 
because of the necessity of annually absorbing the entire costs of within-grade 
promotions, the Institution again has had to make crippling reductions in its 
staff. The result is that while the Institution’s workloads have increased an 
average of 150 percent in the past 20 years, there is actually less manpower to 
move them than in 1934. Though pay increases in the past 10 years have re- 
quired appropriations for the Smithsonian Institution to be considerably increased, 
such appropriation increases have not provided additional staff. On the contrary, 
since 1949, the Institution’s staff has been reduced from 532 to 482 employees in 
1954. In the fiscal year 1955 it will be still further reduced to 474. As a con- 


| 1055 
| 3,000,000 
3425, 661 
45, 336 
2,980, 325 
288, 658 244, 088 | 378, $32 
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sequence, the  grenen drastically curtailed staff finds it is unable to prevent both 
its unsurpassed national collections and its monumental exhibition buildings from 
undergoing constant deterioration. 

The sums available for “Other obligations,”’ exclusive of the two special pro- 
grams for the renovation of our exhibits and the rehabilitation of our buildings 
started in the fiscal year 1954, are likewise entirely inadequate. Excluding two 
new bureaus, the National Air Museum and the Canal Zone Biologica! Area, added 
in 1946, both by acts of Congress, and the two special programs just mentioned, 
the amount available for other obligations is no more than it was in 1932. Yet 
prices of commodities, equipment, printing and binding, and freight rates in the 
past 20 years have doubled and in many instances tripled. In brief, the In- 
stitution is trying to carry on its day-to-day operations with far less resources 
than it had in 1932 despite a 150 percent increase in its basic workloads; namely, 
preservation of the collections, information requests, and number of visitors. 


THE 1955 ESTIMATE 


The 1955 estimate for “Salaries and expenses, Smithsonian Institution” con- 
templates the appropriation of the same amount which the Congress appropriated 
for the fiscal year 1954; namely, $3 million. However, a few minor changes, which 
will involve no change in the total sum to be appropriated, are proposed in the 
amounts to be allotted to the following activities: 

1. United States National Museum.—An increase of $5,000 for travel; a cor- 
responding decrease of $5,000 in the item for the renovation of exhibits; and an 
increase of $12,000 (transferred from “Maintenance and operation of buildings’’) 
for storage equipment. 

2. International Exchange Service-—A decrease of $13,000 (transferred to 
“Other general services”) in the item for transportation of American publications 
in accordance with the Treaty of Brussels. 

3. Maintenance and operation of buildings.—A decrease of $12,000 (transferred 
to “United States National Museum”) in the item for the rehabilitation of 
exhibition buildings. 

4. Other general services.—An increase of $13,000 (transferred from “‘Inter- 
national Exchange Service”) to pay part of the cost of penalty mail. 


Analysis by activities 
Activity 1954 Deductions | Additions 1955 
* “U.S. National Museum.....-...----..-- 1, 133, 379 0 $12, 000 1, 145, 379 
Bureau of American Ethnology.......---. 61, 170 0 0 61,170 
Astrophysical Observatory... .......-.-- 117, 577 0 0 117, 577 
National Collection of Fine Arts__......- 42, 287 0 0 42, 287 
National Air Museum___.....-..- y 153, 587 0 0 153, 587 
Canal Zone Biological Area__............ 7,000 0 0 7,000 
International Exchange Service__.......- 91, 973 $13, 000 0 78, 973 
3. General services: 

Maintenance and operation of buildings- 1, 046, 889 12, 000 0 1, 034, 889 

Other general services... .........-.---- 291, 269 0 13, 000 304, 
DBs ccnccecessccncussnsceseedhl 3, 000, 000 25, 000 25, 000 3, 000, 000 
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States NaTIoNAL 


The United States National Museum will be engaged in 1955 in the following 
recurring annual work programs: 

(1) Accession of the collections. 

(2) Cataloging of the collections. 

(3) Preservation of the collections. 

(4) Scientific study of the collections and publication of the results thereof. 

(5) Exhibition of selected portions of the collections. 

(6) Furnishing of information to other agencies and to the public. 


CHANGES REQUESTED 


The United States National Museum requires for 1955 for other obligations the 
following changes in the amounts to be allotted to this activity: 02 Travel— 
an increase of $5,000; 07 Renovation of exhibits—a corresponding decrease of 
$5,000; and 09 Equipment—an increase of $12,000 for storage equipment. 
The latter amount is to be transferred from ‘‘Maintenance and operation of build- 
ings. 

02 Travel 

The United States National Museum requires for travel in 1955 an increase 
over 1954 of $5,000. The amount available to the museum from the Institution’s 
basic travel allotment is only $3,765, a sum which will be wholly expended for the 
preshipment inspection and appraisal of important collections offered as donations, 
the continuation of comparative studies by the staff in other institutions for the 
purpose of improving the documentation of the national collections as reference 
materials, and field investigations and explorations to complete basic reference 
collections. No funds are available for travel required in the development of the 
long-time program for the renovation of exhibits, and the present limitation pre- 
vents the use of exhibits funds for this purpose. 

The additional $5,000 requested would be expended as follows: 

(1) Field work to obtain materials for foregrounds of animal and plant exhibits, 
both living and fossil, to insure the creation of purposeful educational displays, 


(2) Consultation with other museum exhibits experts, including suppliers and 
contractors leading to improved design of contemplated exhibits; evaluation of 
newly developed exhibition techniques and processes for application and adapta- 
tion to our own requirements; ascertainment of methods for practical utilization 
of commercially available materials in the construction of displays; study of 
recent improvements in the lighting of exhibits; and determination of the 
effectiveness of methods for presenting the explanatory text on labels, $2,000. 

In view of the magnitude of the planning, development, and execution of the 
exhibition renovation program, and the large sums proposed to be invested 
therein, the Institution considers it a part of good management to spend a rela- 
tively small sum of money in obtaining the best available information concerning 
exhibit programs which have been successfully completed elsewhere. This 
information can best be obtained by firsthand personal inspection, not only of 
the finished display but also of the techniques employed in the preparation of 
the exhibits. 

07 Modernization of exhibits 

In 1955, some 3,500,000 people are expected to visit the Smithsonian Institution 
excluding the National Gallery of Art and National Zoological Park. They will 
come to see the Nation’s treasures in science, art, and history and to find inspira- 
tion, pleasure, and instruction in the exhibits illustrating our scientific, cultural, 
and historical development. The huge attendance offers the opportunity to 
impart to millions information concerning the history and traditions of America 
and to impress them with the hard work, earnest thought, and sacrifices that 
have laid the foundations of our national well-being. It is also an opportunity 
to give them a summary of the processes and conclusions of the sciences which 
have developed our knowledge of man and the resources of the world in which 
we live. With this opportunity goes the responsibility on the part of the Institu- 
tion and the Federal Government to present the national collections with dignity, 
clarity, and effectiveness. We believe that the impressions which the millions 
of visitors gain in our halls will inspire them with a very real appreciation of-the 
tremendous advances made in the development of human knowledge in the past 
150 years. 
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_ Our visitors belong to the generations which have been heavily indoctrinated 
in the use of visual aids in education, the pictorial presentations of involved 
subjects in the press, modern display advertising, comic strips, the movies, radio, 
and television. Their habits of idea reception have become conditioned to these 
new means of communication. These and other techniques of presentation con- 
tinue to advance to higher levels of technical excellence. As a consequence, the 
United States National Museum found itself impelled to initiate a program for 
the progressive renovation of its exhibition halls in order to continue to attract 
the attention and active interest_of the present-day public. Congress approved 
for 1954 the sum of $360,000 to begin the program of rehabilitating the exhibits 
in the United States National Museum, so that they will be arresting and effective, 
as well as scholarly, and meet the high standards of present-day Seale s. The 
1954 program is now well under way in collaboration with the Public Buildings 
Service for the rehabilitation of the White House Costume Hall, the American 
Indian Hall, and portions of the North American Mammal Hall and Bird Hall. 
The temporary building in the west court of the Natural History Building for 
storage and restoration of exhibits has just been completed. 

Plans for the furtherance of the exhibit renovation program in 1955 have been 
developed which it is estimated will cost $355,000—$5,000 less than the sum 
available in 1954. This program will include the following renovation projects: 


Summary of exhibits renovation projects, fiscal year 1955 
1. Continuing work of North American Mammal Hall, Natural History 


2. Continuing Bird Hall, Natural History Building_._........__..__-- 79, 000 
3. Completing Hall 23, Anthropology (Latin America), Natural History 
4. Hall 26, Anthropology (American Culture) Natural History Building. 203, 000 
Totel,. wes od dtl 355, 000 
09 Equipment 


The United States National Museum requires for 1955 for equipment an in- 
crease over 1954 amounting to $12,000 for the storage of the national collections. 
This amount is to be transferred from ‘“‘ Maintenance and operation of buildings.”’ 
Funds for this purpose were eliminated 3 years ago and must be restored. 

The 1955 storage equipment requirements of $12,000 are listed below: 


(1) Department of Anthropology 


90 storage cases and 165 drawers and 192 shelves (ethnology) -----_---- $6, 630 
100 storage cases and 280 storage drawers (archeology) --_-----.-------- 5, 370 


Justification of this amount is given below. 


DIVISION OF ETHNOLOGY 


The Division of Ethnology is responsible for the objects constituting the mate- 
rial culture of aboriginal groups throughout the world. These collections comprise 
202,451 specimens individually discrete and for the most part perishable in charac- 
ter. Their preservation constitutes one of the fundamental responsibilities of 
this division and requires weekly inspection and special techniques. These 
objects are made from many diverse materials, including baleen, buckskin, 
fabrics (cotton, linen, silk, hair, and wool), feathers, fur, horn, ivory, leather, 
rawhide, and other animal products, shell, basketry, birchbark, wood, parchment, 
earthenware, compositions and plastics, plaster, stoneware, porcelain, glass, 

wter and other metallic alloys, Sheffield plate and sterling silver, gold, bronze, 

rass, copper, tin, iron, and steel. All are subject to deterioration or damage by 
moisture, excessive dehydration in non-air-conditioned housing, sunlight, insect 
pests, oxidation, or chemical decomposition. 

No facilities such as air-conditioned rooms or even safe storage are now available 
for most of these objects. To provide minimum storage facilities, there is need 
for the construction of 26 standard quarter-unit storage cases ($1,040), including 

10 standard quarter-unit drawers, depth 4 inches ($402), and 55 quarter-unit 


wers, depth 6 inches ($239) ; and 64 half-unit storage cases 1914 inches in depth, 
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equipped with adjustable metal brackets for shelf supports ($4,181) and 192 
shelves with adjustable brackets ($768). 
The total amount requested for this Division is $6,630. 


DIVISION OF ARCHEOLOGY 


The Division of Archeology is responsible for collections related to the pre- 
historic cultures of the peoples of past ages and representing such diversified 
societies as those of the Paleolithic and Neolithic peoples of Europe, Asia, and 
Africa, as well as those of the Greeks, Romans, and Egyptians and the numerous 
prehistoric Indian tribes of North, Middle, and South America. The number of 
cataloged objects now totals 525,623. 

A large backlog of unclassified collections has accumulated as a result of the 
river basin surveys. Provision must be made for the permanent preservation of 
these materials. 

At present permanent storage facilities cannot be provided for the safe custody 
of such objects. The division requires 100 standard quarter-unit storage cases 
($4,000), including 100 drawers, depth 6 inches ($432), 100 drawers, depth 8 
inches ($490), and 80 drawers, depth 10 inches ($448) for these archeological 
specimens. 

The total amount requested for this Division is $5,370. 


INTERNATIONAL EXCHANGE SERVICE 


In accordance with executive agreements, treaties, international acts, or con- 
ventions between the United States Government and signatory governments 
relating to the exchange of publications, the International Exchange Service will 
be engaged in 1955 in the following recurring work programs: 

(1) Transmission of United States and other domestic publications to foreign 
countries signatory to the above agreements. 

(2) Receipt of foreign publications and their distribution to United States 
agencies and other domestie institutions, 

The volume of publications received from foreign countries for addressees in 
the United States during the 1953 fiscal year was greater than that received in 
any year since 1939, and is bs er to reach 160,000 pounds in the fiscal year 1955. 
The volume of domestic publications for shipment abroad is expected to total 
780,000 pounds. 

DECREASE REQUESTED 


The International Exchange Service requires for 1955 for transportation of 
things a decrease below 1954 of $13,000. The total amount available for this 
purpose during the fiscal year 1954 is $55,000. This substantial increase over the 
amount available in 1953 was appropriated for the purpose of removing a very 
large backlog of shipments pending at the beginning of fiscal year 1954 because of 
insufficient funds in 1953. The 1954 allotment of $55,000 will permit the ship- 
ment of an estimated 1,157,990 pounds, and the reduction of the backlog to that 
which would normally be on hand in processing the publications for shipment. 
As a consequence, the amount requested for 1955, namely $42,000, for transpor- 
tation of things, is $13,000 less than the amount required in 1954. This amount 
is © be transferred to “Other general services’’ to pay in part the costs of penalty 
mail. 

MAINTENANCE AND OPERATION OF BUILDINGS 


The Maintenance and Operation Division will be engaged in 1955 in the follow- 
ing work programs: 
Regular recurring annual work program: 

A. Protection of the buildings and collections against fire, theft, or damage. 

B. Operation of heating, lighting, and ventilating systems, and furnishing 
ee elevator, and truck services to the Smithsonian group of 

uildings. 

C. Maintenance of the buildings which involves the operation of seven 
shops—sheet metal, paint, cabinet, plumbing, blacksmith, machine, and 
canvas; and the providing of cleaning and labor services. 

Dz Cyteanion of storage and exhibition equipment and various scientific 

levices. 
II. Long-term work program: 

A. Alterations and improvements in the natural history, arts, and industries, 
Smithsonian, and Freer Gallery of Art buildings. 

B. Resurfacing sections of service roadways and sidewalks. 
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DECREASE REQUESTED 


The Division of Maintenance and ee requires for 1955 a decrease below 
1954 of $12,000 in the item for the rehabilitation of exhibition buildings. This 
decrease is to be transferred to the United States National Museum for the pur- 
chase of additional storage equipment. 


07 Other contractual services (rehabilitation of exhibition buildings) 

The Smithsonian Institution is responsible for the operation and maintenance 
of one of the most important pene of public buildings in the National Capital. 
It includes the Smithsonian Buil ing, the Arts and Industries Building, the 
Natural History Building, the Freer Gallery of Art, and the Aircraft Building, 
as well as a group of small temporary buildings on the south side of the Mall. 
The Smithsonian group of buildings is important because some 3,429,375 visitors 
now pass through its exhibition halls every year—an increase of 140 percent 
since 1933, while the total number of objects of art, science, and history now 
comprising its world-famous national collections is 34,764,345—an increase of 
144 percent since 1933. 

Comparisons with 1933 have been made because since that time only a few 
small sums have been appropriated by Congress, as emergencies have arisen, for 
the repair of Smithsonian buildings. These buildings are 101, 72, 40, and 31 
years old respectively. As a result the Congress has approved appropriations 
amounting to $195,500 for 1954 for the purpose of initiating a program of renewal, 
restoration, or rehabilitation of the exteriors and interiors of these buildings, 
including floors, walls, windows, ceilings, and roofs, electric lighting, steam lines, 
and water systems. It is planned to continue this long delayed rehabilitation 
program in the fiscal year 1955 so that the results of many, many years of neglect 
may be eventually overcome; that the Smithsonian up of buildings may regain 
a reasonably presentable and pleasing appearance for the millions of Americans 
who annually visit them; and that the future cost of building maintenance may 
be subsequently curtailed. 

The 1955 list of projects in furtherance of this longtime program of progressively 
rehabilitating our main exhibition buildings is given in detail in the following 
table by buildings and according to priority under each building: 


Rehabilitation of buildings program, fiscal year 1955—Summary of projects 


Natural History Building (1910): 1. Remodeling public comfort rooms. $19, 750 
Arts and Industries Building (1881): 


1, Replacement of steam supply line_---..--.---------- $20, 000 
2. Painting exhibition halls. .-................-.---.-- 25, 250 
3. Replacement of folding gate, north entrance____-_---- 2, 7712 
Smithsonian Building (1852): 
1. Installation of lighting fixtures in west end exhibit area. 15, 000 
2. of hydraulic freight 9, 000 
3. Rehabilitation of public comfort rooms-_----.-------- 9, 
33, 000 
Freer Building (1922): 
1. Replacement of steam supply and return lines __--_---- 30, 000 
2. Modernization of lighting in exhibition galleries and 
3. Redecorating exhibition galleries, gallery corridors, and 
83, 000 


OTHER GENERAL SERVICES 
INCREASE REQUESTED 


Other general services requires for 1955 an increase over 1954 amounting to 
$13,000 to meet part of the cost of penalty mail payments. The detailed esti- 
mate of the cost of this new expenditure item amounts to $15,958. This amount 
includes: $4,719 to cover the Institution’s correspondence; $7,639 for book mail- 
ings by the International Exchange Service; and $3,600 for publications mailed 
directly from the Government Printing Office for the Smithsonian Institution. 


|_| 
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Mr. Pures. Dr. Carmichael, do you want to make a statement 
in addition to what is in the record? 


GENERAL STATEMENT 


Dr. Carmicuart. Mr. Chairman and gentlemen, I will try to make 
my statement brief because I know that you are all familiar with the 
work of the Smithsonian Institution. The Institution was founded 
for the increase and diffusion of knowledge among men, and we try 
to live up to that original statement. 

It is probably America’s oldest scientific research institution that 
has full-time investigators. Through the years its functions have 
been related to providing information for the public and for other in- 
vestigators in universities and scientific laboratories. 

The work of the Smithsonian Institution, I sometimes think, is not 
fully understood. Until I came to the Smithsonian Institution, I am 
sure I did not fully understand it. It studies, classifies, and identifies 
minerals and in general the makeup of the earth’s crust, and it does 
the same for plants and animals, in the rocks and on the surface of the 
earth and in the oceans. 

Mr. Puiturrs. Do not forget the stars. 

Dr. Carmicuaget. Thank you. I am coming to the stars. It 
indeed studies radiation directly, and the effect of the sun’s radiation 
on life on the earth. It studies primitive man and his handicrafts. 
It studies science in general, technology and invention, especially in 
their historic aspects and as they are related to the development of 
the industries of our country. 

In all of this research the Smithsonian Institution provides a basis 
by means of which unknown substances and objects can be classified 
and made useful to man. The Smithsonian can, I think, thus best be 
described as a library of things relating to the resources of our Nation. 

One of its main functions is to keep up to date this national encyclo- 
pedia of geology, botany, zoology, culinendiiey, and the arts. 

Tens of thousands of letters are received by us every year, coming 
from every State in the Union. These letters are from university 
research workers, from industrialists and citizens interested in science 
ae the arts, and they present problems that are answered by our 
staff. 

Every working day there are scores and often hundreds of scientists 
from other Government bureaus, and from universities, in our build- 
ings. They are comparing and identifying new objects in relation to 
important agricultural problems, to insect control measures, to oil- 
bearing geological strata, uranium ores, and so forth. 

When one compares the Smithsonian Institution with a library, one 
must remember that libraries are largely made up of books, whereas 
our materials are specimens. We have great collections of so-called 
type specimens. In a library most books are duplicated in other 
institutions but type specimens are unique. No university or research 
can, or should, duplicate our over 33 million classified 
objects. 

One interesting sidelight on our collections is the fact that we 
continually get information that Russia is developing scientific work- 
ing collections in the same areas of knowledge in which we deal. 
It is also interesting, to me at any rate, to note that during World 
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War II when the Russians had their backs to the wall they still had 
field staffs out collecting objects for the museums of their country. 

Not only is the scientific work important, but of course the displays 
of selected items from the collections of the Smithsonian Institution 
are important to our millions of visitors who come every year from all 
over the country. It is our duty to do what we can, it seems to me, 
to make these exhibitions as attractive and as clean as we can, and 
to have them in rooms that are reasonably well lighted and painted. 

This year, therefore, we request an appropriation of the same 
amount as of last year. In making this request may we remind you 
of the fact that the Smithsonian, according to the best studies we have 
been able to make, has a workload of 150 percent in excess of what it 
was 20 years ago. This workload is made up of answering letters, 
providing information and caring for our increasing number of visitors. 

In number of man-hours available, the Smithsonian had a more 
adequate staff in 1934 than it has today, or it will have in 1955 under 
the appropriations being requested. 

The funds requested for services other than personal are also less 
in cash than they were in 1934 for the comparable bureaus. This is 
true in spite of our increased workload and the decrease in the pur- 
chasing power of the dollar. 

I thank you very much indeed for your kindness in letting me make 
this statement. As you have said, the details of our request are 
before you. 

SALARIES AND EXPENSES 


Mr. Puiturrs. Your specific request is for $3 million? 

Dr. CarMIcHAEL. Yes. 

Mr. Puiuurrs. That includes the $183,000 for repairs? 

Dr. Carmicnak., Yes. It is for the rehabilitation of buildings. 

Mr. Puiturps. My question was directed merely to the fact that 
it is all within the $3 million? 

Dr. CarmicHakE.. Yes. 

Mr. Partures. | am not quite sure what you mean when you said 
the $3 million today, compared to the $820,000 that you got in 1934, 
is less in the way of man-hours. 

Dr. CARMICHAEL. Sir, there have been mandatory decreases in the 
number of hours that Government employees work, and there have 
been mandatory grade increases in the payment of salaries for specific 
grades. Therefore, we have gone back to the base that I gave you 
and listed the number of individuals who were then employed by the 
Smithsonian Institution and the salaries they received and the 
number of hours per year they worked, and it is upon the basis of that 
list that I make the statement. That does not include two small 
bureaus that have been added by acts of Congress in the intervening 
years, but they are small bureaus. 

Mr. Putturps. That breakdown comparison appears on page 5 of 
the justifications. 

PERSONAL SERVICES 


T observe in looking at the analysis of pmaiarere that you nog 
have in all groups the same number of employees that you had last 
year. 
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Dr. Carmicnart. I think we must expect somewhat fewer next 
year. 

Dr. Keppy. We will drop about 8 positions, as shown at the 
bottom of page 5. 

Mr. Puiuurs. I notice that there are a few in-grade increases in 


ary. 

Dr. Keppy. The No. 12 item on page 5 shows 482 positions and the 
No. 13 item shows the total dropping to 474. That is because we 
have to absorb our in-grade promotions. The only way we can find 
the money is by dropping positions. 

Mr. Puariuies. What are you dropping? 

Dr. Keppy. We do not know who they will be. 

Mr. Puruutps. In other words, you estimate the average number of 
positions in order to keep your increases within the money appropria- 
tion? 

Dr. Keppy. Yes. 

Dr. CarmicHak.. If you will look down the list you will see in the 
last few years we have been on a curve that keeps going down. 

Mr. Purtures. You will take care of some of that money by lapses 
rather than by complete elimination of the positions? 

Dr. Keppy. The position may stay, but we cannot fill it. It stays 
vacant the entire year, or from the time it takes place. On page 4, in 
1932, it shows 468.9 positions. In item 13 on page 5 it shows only 474 
positions. Our guards used to be on a 52-hour week. They are now 
on a 40-hour week. We had to put on a large number of guards when 
Congress enacted the law putting into effect the 40-hour week. We 
are, so far as available man-hours per week are concerned, below 
where we were in 1932. 

The only way we can meet the situation is by dropping positions. 
We do not have as many available man-hours per eh now as we did 
in 1932 or 1934. That is a literal fact. 

Mr. Puixurrs. The changes in the budget itself, outside this per- 
sonnel matter that we have talked about, are a $12,000 increase for 
the museum and a $12,000 reduction in the maintenance and opera- 
tion cost, and $13,000 increase in general services, and a $13,000 de- 
crease in the exchange service. 


EQUIPMENT 


I think that you had better explain to us what you want to spend 
the $12,000 for in the National Museum. 

Dr. CARMICHAEL. Storage cases. 

Dr. Keppy. We have that justified on page 15 under item 09, 
“Equipment.” 

r. Paiuures. I think that you asked for these several years ago 

and the committee did not think you needed them as much as you did. 

Dr. Keppy. We had from Congress as high as $83,748 for storage 
equipment in 1951. In 1953 the economy wave eliminated funds for 
storage equipment. We are now in such a desperate state that we 
are asking you to allow us to transfer funds from one item to another 
in order to meet the current lack of equipment. 
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PENALTY MAIL 


Mr. Puiturs. Tell me about the $13,000 that you want to increase 
in the general services. Where is that? 

Dr. Keppy. The decrease appears on pages 24 and 25. 

Mr. Puiturps. Where are the increases? 

Dr. Keppy. The increases appear on page 29 under “Other general 
services.” 

Mr. Puituirs. What do you want the $13,000 for? 

Dr. Keppy. To pay in part the cost of penalty mail which we now 
have to pay for instead of getting it free. Congress last summer 
passed an Act eliminating penalty mail. I think that it was the law 
of August 15, 1953. Inasmuch as the mail was so great because we 
send out so many answers to citizens and so many publications and 
so forth, the Budget Bureau is recommending that Congress go along 
and let us transfer money out of one place to another in order to meet 
that cost. In other words, we are meeting it within the cost of the 
$3 million appropriation. 

Mr. Puiuurres. For the benefit of any members of the committee 
who may not have heard previous testimony, this item may show an 
increase in all the agencies before us, as the Post Office Department 
now asks to be paid for the penalty mail previously charged up against 
them as a deficit, so each agency will probably have an increase. I 
am ~<aiapimain at the amount of your increase, but probably I should 
not be. 

Now, I want to come back to the decreases that you have used to 
balance off these two increases. 

I am not seying that I object to the increases, but I am inclined to 
question a bit your reasoning. You say these are deductions. You 
have taken the money from some other fund and in a word economized 
on that fund in order to put it into the increases. Actually, you are 
taking the money in both cases from nonrecurring appropriations. 
You are really saying that you are not going to ask for that much addi- 
tional money that you would like to have. 

For example, we ere you money last year for this international 
exchange service. e gave you extra money. 

Dr. Keppy. Yes. 

Mr. Puruurps. How can you take money from a fund for which we 
had to give you extra money last year and say that you are saving 
money by putting it into the postage account? 

Dr. Keppy. You will notice that we did not to hide this. We 
have explained the decrease under the one item and we have put in the 
justification for the increase in the other item. We did not cover it up. 
W ut it out in the open so the committee could examine both items. 

r. Puuures. That is laudable. The fact of the matter is that we 
gave you appropriations last year which were, in our words, non- 
rec appropriations. We gave you appropriations for specific 
items of construction. If you come and ask for additional items of 
the same general nature, a are separate requests. 


EXCHANGE SERVICE 


What is the situation of the exchange service? We have not 
always been sure that we get adequate returns. 
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Dr. CarmicHaEt. We do not get back item for item, or pound for 
pound, but we get back material that is of the very — importance 
to the scientists and universities of our country. I think since I have 
been connected with the Smithsonian that more university librarians 
and scientists have spoken with appreciation of this exchange service 
than any other work of the institution. We have a small, loyal staff 
that has worked at this service for a long time at low levels of com- 
pensation. I think, sir, that it is an economical operation. 

Last year we had this tremendous backlog. 

Mr. Puturrs. How much additional did we give you last year? 

Dr. Keppy. $25,000. 

Mr. Putuurps. Were you able to bring it up to date? 

Dr. Carmicuar.. We were able to bring it up to date. We did get 
a gift that was needed to help us in addition to our appropriations. 

r. Putuurrps. Where did you get that? 
Dr. CarmicHagL. That came from a foundation. 


REHABILITATION PROJECTS 


Mr. Puiuurs. We will now turn to pages 14 and 28 of the justi- 
fications. Tell us about this construction and rehabilitation project. 

Dr. Keppy. The summary of the renovation projects appears on 
page 14. 

r. CarmicHaEL. There is listed on page 14 the amount of money 
that we believe will be necessary to be spent—and these estimates 
have been worked out with the General Services Administration—in 
order to carry on the renovation that has been begun in the museum. 
The details of that are shown in the other book that is before you. 

Mr. Puitures. The members of the committee can see the pictures. 

Dr. CarmicHaku. The work that we have indicated on page 14 is 
for renovation of what we consider to be of highest priority, and 
renovation that can be done in connection with a general plan that 
we have worked out. 

Mr. Putuures. Over how many years does your plan run? 

Dr. CarmicHagELt. We hope, if it is the will of Congress, that at 
about the level we are presenting our request now, that this will be 
done in 9 years. 

In the book of Renovation of Exhibits, you will notice in the picture 
that at the present time the large mammals are in cases, poorly 
lighted and pushed together, so that an expert or scientist who wishes 
to see the external topographical anatomy of these large mammals 
can do so, but the ordinary visitor is completely lost. 

Mr. Paiturps. What you want to do is to do away with some of 
the case exhibits and put them in habitat groups? 

oe CARMICHAEL. Yes, as other museums are doing all over the 
world, 

Mr. Patiuprs. What do you want to do with the bird hall? 

Dr. CarmicHaEL. The same thing with all halls. One of them, 
the Middle American Archeology Hall, we hope to complete soon. 
A good deal of work has been done there. As an example of what we 
are trying to do may I say that we plan to take a case which may have 
50 almost identical stone axes—there may be some subtle differences 
between them, important to the anthropologist—and instead of 
having one case of crowded articles that mean nothing to the general 
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visitor, no matter how well educated, we will try to make exhibits that 
instruct and tell a story. Thus when a visitor leaves the hall he under- 
stands what these objects were, how they were developed, how the 
culture spread that they represent; in other words, we want to trans- 
form our exhibits from mere collections of artifacts, as the arche- 
ologists call them, into a coherent picture that will educate and instruct 
each visitor. 

Mr. Puttures. What you want to do is to make them more attrac- 
tive, and then you will have more visitors, and then you will ask for 
more money to take care of these more visitors. 

Dr. CarmicnHakt. Sir, the time will come when this Nation will 
have to provide more adequate museums than it does at the present 
time. 

Mr. Puiturrs. What are you going to do for the $203,000 in 
hall No. 26? 

Dr. CarmicHagL. That is the cultural history hall. That is to 
provide a display of the history of arts and crafts of our own Nation. 

Mr. Puuiurps. It is more of the same only more extensive. I see 
that it will cost twice as much as the bird hall. 

Dr. CarmicHaEL. There will be special rooms. We will display 
materials that have been given to us. We have one great donor and 
other donors who have presented to us unique materials relating to 
the way our colonial ancestors lived. We have this material but it 
is now stored in garrets and cubbyholes about the Institution. Such 
materials are a matter of very great interest to our visitors. I believe 
it is one of the most important things that we can do to show young 
Americans the way in which Americans have lived in different periods 
of our history. e are prepared to do this. We have invaluable 
collections of such materials, all of which have been given to us. 
Much of it was given by Mrs. Greenwood, of Massachusetts. We can 

uip these rooms. ey will be unique exhibits of the past of our 

ation. 

Mr. Puiuups. Turn over to page 28 and tell me about the re- 
modeling of the toilets. 

Dr. CarmicHak.. I questioned that a little when I first came to the 
Smithsonian but I happened to be in a room adjoining the toilets, 
indicated here, in warm weather, and the odors that came from our 
toilets into the place where the collections of fine arts are displayed 
are distinctly unpleasant and there is nothing He Sagar od that can be 
done about it. These toilets have been used by millions of people 
through the years, and we have pictures in the other book that show 
you in what bad shape they are. I am told that nothing can be done 
except to go in and do a real renovation job. 

Mr. Puiturps. You also want to do a job on the steam lines. 

Dr. CarmicnagL. Yes. We have high-pressure steam lines. We 
have 40 pounds of steam. 

Mr. Puitirps. Why do you need that much? 

_ Dr. Carmicnart. That is the way that it comes to us from the 
central heating plant. The lines are breaking and are being repaired, 
and if the main steam line, which is long past its time for replacement, 
breaks, for example, in the old museum, or in the Smithsonian Building 
itself, some of our most important exhibits could be spoiled. 
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PENALTY MAIL 


Mr. Puuuirs. I notice that the rest of the items are about the same, 
but I notice a projected increase in the mailing service. You might 
tell us about that. 

Dr. Keppy. That is the natural reaction to gett rid of the 
backlog. You gave us the money to take care of the backlog, and 
it has gone above the normal line. It dropped far down below. 

Mr. Putwurrs. When did you start working on the backlog? 

Dr. Keppy. When the money became available on July 1, 1953. 


AIR MUSEUM 


Mr. Corron. Last year we had a discussion about a request for a 
building to house the different types of aircraft. Has that been 
abandoned, postponed, or what is the situation on that? 

Dr. CarmicHakL, I am glad that you asked the question. It has 
been a very difficult question for us. We asked you last year for 
some money to provide temporary storage facilities at Suitland, Md., 
for the planes that must necessarily be stored, to be kept for study 
by experts and for later exhibition purposes, that come to us from the 
Air Force. You did not give us this money. 

Mr. Puiturrs. We suggested that you take it up with the Air 
Force and see if they did not want to help you supply space for their 
own exhibits. 

Dr. Carmicuart. Yes. The language you used in deferring the 
request for funds to house aviation exhibits at Suitland, Md., is as 
follows: 

The committee directs that the Air Force continue to provide space for exhibits 
presently housed in the Chicago area and that it also provide funds for protection 
and care of such exhibits. 

After this information came to us we took this matter up with the 
Air Force and after some initial misunderstandings were cleared up— 
and there were a good many of those, I may say—they suggested 
they would try to help us, as is indicated here. However, they 
informed us orally that it was necessary for them to get clearance 
from the Bureau of the Budget to do this, and we have been informed 
that this clearance was not given to them. So, sir, we are at the 
present time without any means of accomplishing the objective of 
protecting this important material. 

Mr. Puriurrs. What reason was given for refusing the clearance? 

Dr. CarmicHakEL. It was not our request to the Bureau of the 
Budget but the Air Force’s inquiry at the Bureau. 

Dr. Keppy. In the course of the negotiations with us, the Air 
Force went to the Bureau of the Budget and the question was, How 
can the Air Force help us to take care of these collections at Park 
Ridge? They came to the conclusion they had to have the Park 
Ridge facilities for their own purposes, and that leaves our collections 
out there without proper protection. The only thing we could do 
then would be to try to bring these collections to Suitland, Md. We 
do not have the money to pay for that very big trucking job. If we 
brought them here we Bind only lay them on steel matting which we 
already have. They would still be out in the open. What we pre- 
viously asked the Bureau of the Budget for was funds to complete 
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our Suitland storage facilities so that we could put these collections 
at Park Ridge under cover when we brought them here. 

Now, we have the facility approximately half completed, but we 
do not have the funds to complete it. The result is that we have fallen 
between the benches. 

Mr. Putiurrs. What statement did you make to the Bureau of 
— eT this year about it? Did you ask them for money to com- 
piete it 

Dr. Keppy. No, sir; in view of your committee’s action. 

Dr. CarmicuaEL. We brought this action to their attention, 
however. 

Dr. Keppy. They said that the Air Force had no authority to help 
us to complete the Suitland storage facility. They still claim it is 
the Air Force’s job. The Air Force also claims they have no authority 
to go ahead and do it. 

Mr. Puiuuips. I think the committee might be inclined to agree 
that the Air Force ought to assume some responsibility in a job that 
involves their own history and their own equipment. 

Dr. Keppy. It pertains entirely to their own collection. 

Mr. Puiturps. Is there no one over there in the Air Force with 
any vision or feeling of responsibility? 

r. CArmMIcHAEL. The Navy has protected and cared for its planes 
that are in a similar situation. I have to say that certain officers in 
the Air Force who are connected with and interested in the Air 
Museum (the official appointees to the Air Museum) have been very 
helpful in this matter, but it has not seemed possible for them to get 
the official clearances to make the transfer of funds necessary. 

Mr. Corron. How did the Navy get it? 

Dr. CarmicHagL. The Navy has stored these materials in its own 
facilities, but the Air Force does not wish, and cannot, apparently, 
continue to provide us with space in their own facilities. 

Mr. Puruurps. It seems to me that the Air Force is not interested. 

Mr. Jonas. Would it be proper for you, Mr. Chairman, to speak 
to the chairman of the subcommittee dealing with the Air Force’s 
appropriations? 

r. Puruuips. I think that it would be very appropriate. 

Mr. Jonas. Doctor, I understand that you have been quoting some 
of my prose in your report. May I have a copy of that report? 

Dr. Carmicnae.. It would be an honor to send it to you. We 
were very grateful indeed for the extremely interesting statement 
and comparison you made last year between the cultural work of the 
institution and certain other necessary work. 

Mr. Jonas. The sapere is out? 

Dr. CarmicHarEL. The report, sir, is not out. It is in print. 
We usually hold it and give it to our regents when they meet the week 
after next. 

I sent this excellent quotation to your office, sir, and it is my 
recollection that it was approved. 


RESEARCH PROGRAMS 
Mr. Jonas. I would like to ask Mr. Phillips if it is proper to ask 


this—anticipating that we are going to have some discussion with 
certain other agencies about scientific studies and investigations, would 
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it be proper to get from the Smithsonian Institution a list of the pro- 
jects of that sort in which it is engaredt 
y have that in the report? 


Mr. Putturps. You will probab 
Dr. CarmicHag.. Yes. 

Mr. Putuurrs. Please place it into the record at this point. 
(The matter referred to follows:) 


UNITED STATES NATIONAL MUSEUM 


The United States National Museum has the custody of the national collections 
which relate to plants, animals, minerals, engineering, history, and the material 
culture of man through the ages. Research conducted by the staff is concerned 
with the classification of the objects comprising the collections, an absolute essen- 
tial for their proper documentation. Once these collections are documented they 
serve as standards of comparison for the identification of similar objects used in 
all types of investigations under way in other institutions and laboratories. Inas- 
much as pertinent literature cannot be located without precise knowledge of the 
identity of the object involved, these documented collections serve as keys to 
literature in the various fields of knowledge represented and thus constitute a 
most potent factor in helping the world of science to avoid duplication of work. 


BUREAU OF AMERICAN ETHNOLOGY 


This Bureau conducts investigations in the field and in the laboratory relating 
to the prehistory, political systems, social structure, and linguistics of the Indians 


of the Americas. 
ASTROPHYSICAL OBSERVATORY 


The research of this Bureau is concerned with: (1) The measurement of the 
variations in the intensity and spectral distribution of the radiation emitted by 
the sun by the use of special Smithsonian methods and equipment; (2) the develop- 
ment of improved methods to determine the quantity and quality of this radiation 
which is transmitted through the atmosphere; and (3) the determination of the 
biochemical processes by which visible and near infrared radiation regulate growth 
and development in plants and the characterization of the active chemical agents 
which regulate such aspects of growth as leaf expansion, flowering, and fruiting 
of the higher plants. 


NATIONAL COLLECTION OF FINE ARTS 


Studies in this Bureau are concerned with the attribution and documentation 
of the art objects in its custody. 


NATIONAL AIR MUSEUM 


Studies by the staff relate to the identification of objects and their place and 
influence in the chronology of the development of aviation. 

You will note, gentlemen, that in the work of documenting our collections we 
are obviously not duplicating the work of others. I may add that the greater part 
of our research staff is engaged in such museum activities. Research projects of 
the other bureaus are so highly specialized that they do not duplicate the work of 
others as to the goal sought and the technique involved. 


Mr. Jonas. We think that there is a lot of duplication of effort on 
the part of a number of agencies, and I think we ought to make an 
effort this session to compile a list of all those projects and see if there 
is not some duplication. 

Mr. Puiuuirs. Does the National Science Foundation have juris- 
diction over your investigations? 

Dr. CarmicHagEL. I am not a member of the National Science 
Foundation, but I think the National Science Foundation is at the 
present time interested and engaged in collecting information con- 
cerning investigations in all governmental and contract-supported 
research, and we are providing the National Science Foundation with 
information of the sort you have just asked for. 
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Dr. Keppy. The National Science Foundation is coordinating the 
whole picture of research in all the agencies. It has called on all the 
agencies for statistical data, forms that we have had to fill out, costs, 
and so forth. That will be issued by them, or the Bureau of the 
Budget. 

ADMISSION FEE 


Mr. AnpREws. Have you ever given any thought to the question 
of charging a nominal admission fee at the Smithsonian Institution? 
Dr. CarmicHarEL. We have given a great deal of thought to it. 

Mr. AnpreEews. Why should not some nominal fee be charged? 

Dr. Carmicnarn. Certain of our buildings were given with the 
understanding that fees would not be charged; that they would be 
open free to the public. We have had donations and gifts of buildings, 
as you know. Some of the material that has been presented to us has 
been presented, at least I have been so informed, with the under- 
standing that we would not charge for its exhibition. 

It is also true that a great many of our visitors are not people who 
have large means. There are high-school seniors who come to Wash- 
ington often on a shoestring, or on funds collected from chambers of 
commerce, Rotary Clubs, and so forth. We have many servicemen 
visitors also. Our collection of aircraft, I suppose, is more interesting 
to servicemen than anything else in Washington. They tell us at 
the USO that when they ask the servicemen what they would like to 
see here, the Smithsonian is at the top of the list. 

Mr. Anprews. If you charged a nominal fee of 25 cents a visitor, 
how much do you think you would gross in a year’s time? 

Mr. Puruures. Would you charge the students the same amount? 

Dr. Keppy. It would be a very complicated thing. We have so 
many buildings. Would you charge 25 cents for each building, or 
would you charge for the Institution? We have six monumental 
buildings for them to go through. We would have to have ticket 
sellers and takers at all of the buildings. 

Mr. Anprews. It seems to me you could work out a plan to charge 
a nominal fee, and if you did, I think you would have an income of 
possibly $1,500,000 a year. 

Dr. ean. It is not like Skyline Drive, where you just have one 
entrance at each end. 

Mr. AnpreEws. Do they charge a fee at the Washington Monument? 

Dr. Keppy. At one entrance. 

Dr. CarmicHakEL. They often have more visitors than they can 
deal with. 

Mr. ANprREws. Do you have any idea what the yearly income is? 

Dr. Carmicnak.. I do not. 

Mr. AnpreEws. They do not have any substantial maintenance. 

Mr. Puitires. How much do they charge? 

Mr. Yares. I think 10 cents. 

Dr. Keppy. They have the cost of running the elevator. 

Mr. Yares. Dr. Carmichael, you have stated that you have given 
a rot deal of thought to this problem. What conclusion did you 
reac 

Dr. CarmicuagL. That it would be inadvisable. 

Mr. Anprews. Personally, I would like to see you charge a small 
fee and use the money derived to renovate your buildings and put up 
new buildings. 
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Dr. Keppy. How will you get along when you have some buildings 
where you cannot charge a fee? 

Mr. Anprews. Which ones? 

Dr. Keppy. The National Gallery of Art and Freer Gallery of Art. 
galleri Annanwe. You say that you cannot charge a fee at two art 

eries? 

Dr. Keppy. That is right. 

Mr. Yates. Because of existing law or terms of the bequest. 

Dr. Keppy. Law and stipulations. 

Mr. Yates. Could the law be changed? 

Mr. Puiuurps. Leave the National Gallery of Art out of it because 
the National Gallery of Art has an endowment. Answer the question 
that Mr. Andrews asked about the National Museum and probably 
the National Air Museum. How about that? 

Mr. Anprews. If you put up a building down there and put all 
your aircraft in it and make a charge for going into the building, you 
would make a nice income. You could use that money to ealarge 
your plant and bring it up to date. I would like to see you do it. 

Dr. Keppy. As to admissions, the money received would go to the 
Treasury in the form of miscellaneous receipts and we would still have 
to come before this committee and ask for every dime we need for 
operations and maintenance. 

Mr. Puiuuips. We can get over that hurdle when we get to it. Let 
us talk about whether you should do it or not. 

Dr. Carmicnart. Mr. Chairman, if it is the wish of Congress, we 
will certainly work out a plan to do it. 

Mr. Corron. This matter of the difficulty of the different buildings, 
would it not be perfectly possible for you to charge 10 cents and issue 
a pass good for 1 day and let them in any building. That would not 
be a complicated thing to do, would it? It would not be much of a 
hardship even on high-school children if they paid 10 cents and re- 
ceived a pass that would take them anywhere they wanted to go 
within the Institution? 

Mr. Grar. What would you do about that pass the next day? 

Mr. Yates. You could have a date on it. 

Mr. Grar. With the small number of people we have and the large 
number of visitors, it would be quite complicated to check dates. 

Mr. ANpDREws. You could assume that you would lose some any- 
way, but you will not lose much. 

r. Patiurps. Would it not be a good idea, Mr. Andrews, to have a 
little investigation? He says they have already gone into it, and he 
could furnish a statement to the committee as to the number of 
people and exactly where their problems are. Suppose this were 
applied, as you say, just to the air exhibit, which would make it 
possible to build a buildin and to take care of the exhibits. 

How many people oe probably go in on a basis of experience 
and how much would you have to charge to, more or less, make that 
self-sustaining? Would not that be a good idea? 

Dr. Krppy. I think that is a good suggestion, Mr. Chairman. 

Mr. Puiuuirs. There may be exhibits in the other buildings that 
legally bar a fee. 

. ~ Anprews. How many visitors did you have last year down 
there 
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Dr. CarmicuarL. To the buildings we are speaking of, approxi- 
mately something over 3,400,000. 

Mr. Tuomas. Mr. Chairman, you will recall that about 2% years 
ago this committee directed the Bureau of the Budget to call in all 
agencies of Government—not only those included in the group of 
independent offices, but all agencies of Government, to discuss the 
question of charging fees by those who did not charge fees for services, 
and come to some conclusion as to whether it was advisable or not. 
I presume this agency has gone before the Bureau of the Budget and 
discussed this item on at least one or two occasions, is that not so? 

Dr. Keppy. That is true. We had to make a special report, as I 
remember, and there were three different kinds of forms which we had 
to fill out, and then we had hearings on them. 

Mr. Tuomas. What was the upshot of your hearings with the 
Bureau of the Budget on this subject matter? 

Dr. Keppy. They never came to any conclusion on the question of 
admissions, or pressed us to apply charges for admission. 

Mr. Puruurrs. I think Mr. Andrews has opened up an interesting 
subject and I think it has difficulties but at the same time I think it 
has great possibilities. We cannot make any decision now. 

y do you not make an estimate, first, as to the possibility of either 
covering all of your buildings with some sort of a pass or covering 
specific buildings, leaving out such buildings as those housing Air 

orce exhibits, and furnish to us just how much you would expect to 
get in and what the additional cost would be for doormen and printing, 
and so forth? 

I am inclined to agree with Mr. Andrews. If you are stuck on a 
situation where the Air Force will not take care of its own exhibits 
and is not sufficiently interested to do so, then, certainly, one solu- 
tion is to charge a small admission to the public which would be 
enough to cover even the cost of putting up the building, and to take 
care of its upkeep. 

Will you do that for the committee? 

Dr. CarMIcHAgL. Yes, sir; we will make this study but it will take 
some time to answer all of your questions. We will send you a 
report on this matter. 

~ Yates. Which of your buildings are forbidden to charge admis- 
sion fees? 

Dr. CarmicHakt. It is certainly true of the National Art Gallery 
and of the Freer Art Gallery. 

Mr. Yates. How many visitors do you get to the Freer Gallery? 

You do not get as many visitors to that gallery, by comparison, as 
you do to the others? 

Dr. CarmicHagELt. Not as many as we do to some of the others. 
That is one thing that I am worried about, because its materials are 
so interesting and important. 

Mr. Yarss. I have been there and have seen no one there, time 
and again. 

Dr. CARMICHAEL. Yes, sir. 
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STORAGE PROBLEMS 


Mr. Yates. In the event the appropriation requested for moderni- 

zation of your exhibits is approved, what happens to your surplus in 

our cases—the surplus specimens that you have to ‘keep and place 
into packing cases and into storage? 

Dr. CarmicHakEL. They do not go into packing cases, sir, but 
they go into storage cases. We have some standard cases which are 
made in the most inexpensive possible way with two window catches 
of the sort that you have on the windows in this room. The size 
of the object determines how far apart the shelves are. The outside 
of these boxes has an index card indicating what is in the boxes. 
In other words, the staff of the Institution and the visiting scientists 
from the universities can still have access to the objects in these 
study collections. These are the study collections as contrasted 
with the collections available for observation by the public. 

Mr. Yates. Where do you keep them? 

Dr. CarmicnwarL. They are kept wherever we have space, in 
hallways, in basements, in attics, in laboratories and in the in- 
adequate storage rooms that were provided i in the original planning of 
the building. 

Mr. Yates. What portion of your space is devoted to storage of 
this type. 

Dr. CarmicHaEL. Only about one-seventh of our objects are on 
display, but of course, the objects that are on display take much more 
space. So, I would not be able to answer your question accurately. 
I would say that it is largely in attics, basements, laboratories and 
laboratory halls and not in space that could be used for other purposes. 

Mr. Yates. Are you paying any storage charges? 

Dr. Carmicuak.. I think we are at the present time not paying any 
money for storage charges. Is that not correct, Dr. Keddy? 

Dr. Keppy. That is correct. 

Mr. Yates. Do you anticipate that you will be paying such charges 
in the future? 

Dr. Keppy. We will try not to. 

Mr. Yates. Have the demands for storage required you to close 
down any of your exhibits? 

Dr. CarmicHagu. Not in my time. I believe in the history of the 
institution this may have been done. 

Dr. Keppy. I would like to amend that, if I may. Before Dr. 
Carmichael was here, we took the entire hall that used to be known as 
the Coal Hall. It housed the mineral extractive industries, and we 
had to transform that into a warehouse for study collections. We 
have done that with the approval of the committee. This committee 

ave us the funds to do it. That was an entire hall in the Arts and 
ndustries Building. 
LIGHTING SYSTEM 


Mr. Yates. What are the hours during which your exhibits are 
open? 

Dr CarmicHakgL. They are open every day of the year except 
Christmas Day. They are open Sundays, the 4th of July and every 
day of the year from 9 a. m. to 4:30 p. m. 
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Mr. Yares. This lighting problem which you have spoken about 
is one primarily of lighting the space during the daytime hours, is 
it not? 

Dr. CarmicHakE.. That is true, on dark days and during early dusk. 
There is one item that we are requesting lighting for here in a hall now 
102 years old that has never had any lighting of any sort init. There 
were no kerosene lamps or gas used in it in its early existence or 
electricity. 

Mr. Yates. The difficulty you have really is because of the archi- 
tecture of the museum itself, is it not? It is due to the fact that you 
have a building where you are using small windows to display some of 
your exhibits? 

Dr. CarMIcHAEL. Yes, sir; that is true. 

Mr. Yares. Would it be better to change the type of windows that 
you have, to windows that will permit sunlight or expand the size of 
the winsome Would that be cheaper than putting in a new lighting 
system! 

Dr. CarmicHakgL, I do not think so. Modern museums are built 
largely without windows so that the lighting can be constant through- 
out the day and so that shadows can be controlled. The tendency 
in modern museums like the lighting of the National Gallery is toward 
structures without windows and the use of skylights which provide a 
particular area of illumination both from natural and artificial light. 


ADMISSION FEE 


Mr. Yares. Do the national museums of other countries make 
charges for admission? 

Dr. CarmicuarEu. The ones that I have been in do not. 

Mr. Yates. What countries are those? 

Dr. Ketuoae. I can tell you the ones I have been in. I have been 
in those in England, France, Holland, Sweden, and Norway. 

Mr. Yates. It seems to me that every museum I went into in 
Europe made a charge. 

Dr. Ketioaa. I am speaking of the natural history museums where 
there was no charge. 

Mr. Pxr.ures. The London Museum does not make a charge? 

Dr. Ke.ioaa. I am speaking of the natural history museums. 

Mr. Yates. That is only one part of the museum. 

Dr. Ketioge. That is true, but I am talking about museums of the 
natural sciences. 

Mr. Yates. But, you exhibit a lot more than natural sciences. 
For instance, you have an art exhibit as part of the Smithsonian 
Institution. 

Dr. Carmicnag.. Yes, but that is only a small part. It should be 
better displayed than it is. 

Mr. Jonas. Mr. Yates, will you yield for one observation? 

Mr. Yares. Yes. 

Mr. Jonas. Is not there this difference: Every American cannot 
possibly come to peas Wy to go through this museum, and it seems. 
to me that those who do have an opportunity to go through it should 


pay a fairly nominal fee to help take care of the upkeep. 
r. Puiuurps. That is worth looking into. 
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Mr. Anprews. A lot of people who come here are on vacation, 
and many of them will drive up there and pay a cabdriver $2 or $3 
to go in and see for free what would be well worth a good fee. I 
would not advocate a big fee but in view of the fact that the buildings 
are so old and so much money is needed to rebuild or rehabilitate 
them, I think you ought to have a little income with which to do it, 
and I would like to see you get it. 


NATIONAL COLLECTION OF FINE ARTS 


Mr. Yates. I have one more question: In the report that was made 
by the Commission on Fine Arts entitled ‘Arts and Government,” 
the suggestion is made with respect to the National Collection of 
Fine Arts, which is in your jurisdiction, that it might be advantageous 
to collect contemporary art for the Institution and open such art 
exhibits to the public. Do you have any idea on that at all? Have 
you read the report of the Commission? 

Dr. CarMIcHAEL. Yes, sir. 

Mr. Yates. What is your view on that? 

Dr. CarmicHaEL. My view is that that is a very good idea. We 
do have one small gallery that is available for changing exhibits and 
we have had modern exhibits in this gallery. We have to be careful 
about which modern exhibits we display so that we will not be ac- 
cused of being unfair from a commercial point of view to certain 
groups and so on. We may have emphasized that part of modern 
art that is related to historic occasions or to special international 
gatherings and so on, but we certainly have no prejudices against 
modern art as such. I hope, sir; that sometime in this city there may 
be a new art gallery that will show three sorts of objects: One, arts 
and crafts; two, pictures of historic importance to the Nation, but 
possibly not fine or great art from the standpoint of technical and 
esthetic evaluation, and art that is a portrayal of great military and 
civil leaders and so on; three, a gallery that can be used for the display 
of active living art by contemporaneous Americans and others. 

Mr. Yares. This was the suggestion that was made to me in 
Chicago by one who is affiliated with the Chicago Art Institute. I 
odked Wii why the National Gallery of Art did not show contempora 
art and he said he did not think it should, and I was very vaio | 
startled. He said, for example, in France that they worked out the 
system where the Louvre has art work that is considered to be art 
_ has proved itself and the contemporary art is shown in another 

uilding. 

Dr. CarmicHak.. That is in the Luxembourg. 

Mr. Yates. And when it achieves a place in the art world, it is 
then moved over to the Louvre in a permanent collection. 

Dr. CARMICHAEL. Yes, sir. 

Mr. Yates. I think, perhaps, that is what the President's Commis- 
sion had in mind when it suggested that your gallery be made a 
supplement to the National Gallery. 

tr. CARMICHAEL. Yes, sir. 

Mr. Yates. That is all I have, Mr. Chairman. 

Mr. Anprews. I do not know of any place in town that does not 
make a charge for admissions except Smithsonian and the National 
Art Gallery. 
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Dr. Carmicnak.. There is the Botanic Garden, the Arboretum and 
the Capitol Building itself, and likewise the Lincoln Memorial. The 
pared of Congress does not charge an admission fee and it has large 
exhibits. 

Mr. Anprews. That is different. People go in there to use it. 

Dr. CarmicuaE.. That is true. I took my daughter through the 
Library of Congress just the other day, and there is no charge made 
there for their many important museum exhibits. 

Mr. Puruurrs. What is the difference between your situation and 
the National Parks that Mr. Andrews mentioned. They ran for 
years without a fee, and finally came to the conclusion, not only from 
the standpoint of income but also from the matter of control, that the 
Park Service should charge a small fee. 

Fie AnprEws. Who owns and operates the Ford Theater down 
ere? 

Dr. CarmicuagEv. The National Park Service. 

Mr. AnprEws. They make a charge? 

Dr. Keppy. They do, that is right. 

PP mas Anprews. They make a charge of 10 cents, if I am not mis- 
en. 

Mr. Yarss. I would be opposed to a 25-cent charge but I think a 
dime is enough. 

Mr. Puiuirs. We thank you gentlemen very much. 


NATIONAL GALLERY OF ART 


WITNESSES 


DAVID E. FINLEY, DIRECTOR 

HUNTINGTON CAIRNS, SECRETARY 

ERNEST R. FEIDLER, ADMINISTRATOR 

GEORGE T. HECKERT, ASSISTANT ADMINISTRATOR 
LLOYD D. HAYES, BUDGET ANALYST 


_ Amounts available for obligation 


1953 actual 


Appropriation or estimate $1, 428, 050 
Unobligated balance, estimated savings. —13, 826 


Obligations incurred. 1, 414, 224 


Obligations by activities 


Description 1953 actual 


1 Acquisition, care, and exhibition of art objects $183, 711 
3 General administration: 

® General services 179, 610 


Maintenance and operation of building and grounds. 624, 937 
Protection of works of art, building, and grounds.__| 367, 087 


Obligations incurred - - 1, 414, 224 |” 


ES 1954 estimate | 1955 estimate 
$1, 275, 000 $1, 300, 000 
1,275,000 | 1, 300, 000 
3054 | 1055 estimate 
50, 395 59, 985 
181, 480 182, 040 
467, 360 477, 345 
383, 200 392, 300 
1, 275, 000 1, 300, 000 
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Obligations by objects 


Object classification 1953 actual | 1954 estimate 


Total number of permanent itions 
Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Crafts, protective, and custodial grades: 
Average salary 
Average grade 


Personal services: 
Permanent positions 
Other positions 
Regular pay in excess of 52-week base 
Payment above basic rates. 


Transportation of things 

Communication services 

Rents and utility services: Electric current_-- 

Printing and reproduction 

Other contractual 
Services performed by other agencies 

Supplies and materials 

Equipment 

Refunds, awards, and indemnities 

Taxes and assessments 


Obligations incurred 


Analysis of expenditures 


1953 actual 


Unliquidated obligations, start of year $96, 780 $166, 934 
Obligations incurred during the year 1, 414, 224 1, 275, 000 


1, 511, 004 1, 441, 934 


uct: 
Adjustment in obligations of prior years 1, 857 
Unliquidated obligations, end of year 166, 934 


Total expenditures 1, 342, 213 


Expenditures are distributed as follows: 
Out of current authorizations 1, 247, 448 
Out of prior authorizations 


Mr. Puiturrs. The committee will come to order. 

We have with us today, for the second part of this morning’s hear- 
ings, representatives of the National Gallery of Art which is part of 
the general Smithsonian Institution organization. 

e have Dr. Finley, the director; Mr. Cairns, secretary; Mr. Feidler 
administrator; Mr. Heckert, assistant administrator; and Mr. Lloyd 
D. Hayes, budget analyst. 

Did you want to make a statement, Dr. Finley? 

Dr. Finuey. Yes, sir. 

Mr. Puiturps. You have here this general statement and we will 
see that it will be put in the record with only the stipulation that if 
there is any duplication of any items, the clerk can go into the matter 
and place into the record that part which is pertinent. 


1955 estimate 
$4, 553 $4, 608 $4, 655 
GS-6.1 GS-6.2 GS8-6.2 
$3, 129 $3, 160 $3, 142 
01 
eae FF $1, 089, 700 $1, 107, 125 
15, 889 15, 750 15, 750 
pddiiubedesehosed 4,176 4, 300 4, 300 
EE ES 31, 895 27, 800 27, 800 
1, 108, 950 1, 137, 550 1, 154, 975 
bb 1, 134 800 800 
8, 022 10, 400 10, 400 
enanhnmast, 66, 583 70, 300 70, 300 
bhhdenneaale 5, 222 5, 200 5, 200 
189, 213 15, 250 18, 375 
609 600 600 
BE at, 27, 940 28, 000 31, 750 
2, 032 1, 500 1, 500 
28 100 100 
euhdacedicena 2,710 3, 500 | 4, 200 
1, 414, 224 1, 275, 000 1, 300, 000 
estimate | 1955 estimate 
$100, 934 
1, 300, 000 
1, 400, 934 
ere 1, 341, 000 1, 296, 000 
166, 000 100, 000 
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Dicsst or TESTIMONY 


The estimates of the National Gallery of Art for the fiscal year 1955 cover its 
operation for that year under.the policy of the board of trustees, namely, to give 
adequate protection to the works of art acquired by the board, to exhibit them 
regularly to the public free of charge, and “to maintain and administer’ the 
National Gallery of Art, including the ae and Frounes, as contemplated by 
Congress in establishing the gallery (20 U. 8. C. 71). No material change is 
proposed in the original plan or —— of operation. That original plan con- 
templated the construction of additional gallery rooms, within unfinished areas of 
the building, as new acquisitions are added to the gallery’s collections. This 
peeneee construction, financed with private funds donated for the purpose, has 
ncreased the number of exhibition areas from 62 in 1941 to 110 at present. Since 
1951, however, appropriations for the maintenance and operation of the gallery 
have been in amounts which would adequately support only 92 to 96 of the 110 
exhibition areas available. The 1955 estimates contemplate the operation of 
104 exhibition areas in order to fulfill the gallery’s obligation to the donors of the 
collections and to carry out the intent of the Government and the original donor 
when the initial gift was offered and accepted. 

During the current year 96 exhibition rooms are being kept open to the public. 

ration of 8 additional rooms in 1955 will require an increase in the employment 
oO! rds equivalent to 5.6 man-years at a cost of $17,425. 

ncreases in “Other obligations’’ over funds available in 1954 amount to 
$7,575. These cover a $2,000 increase in the cost of restoration of works of art; 
$3,050 for replacing unserviceable guard uniforms that have been worn 3 to 5 
years; $1,125 for re —? worn davenports in exhibition rooms; $700 for material 
to repair the skylight roof; and a $700 increase in the cost of employer’s FICA 
taxes. 

The total estimate for salaries and expenses of the National Gallery of Art 
for the fiscal year 1955 is $1,300,000. 


Standard classification schedule—Salaries and expenses, National Gallery of Art 


Estimate, Estimate, 
1954 1955 


$1, 1 
vel 

Transportation of things. 

Communication services. 

Rents and utility services... 

Printing and reproduction 

Other contractual services 


Bess 


B 


Bess Seageese 


GENERAL STATEMENT 


The premises on which the estimates for the National Gallery of Art are based 
are contained in section 4 (a) of the joint resolution of March 24, 1937, in which 
“the faith of the United States is pledged that * * * the United States will 
provide such funds as may be necessary for the upkeep of the National Gallery 
of Art and the administrative expenses and costs of operation thereof, including 
the protection and care of works of art acquired by the Board, so that the National 
Gallery of Art shall be at all times properly maintained and the works of art 
contained therein shall be exhibited regularly to the general public free of charge.” 

In keeping with the above-mentioned resolution, the broad policy of the board 
of trustees is to hold and administer the collection of works of art acquired by 
the National Gallery of Art, to give adequate protection thereto, properly to 
to operate and maintain the Gallery, and to exhibit the collections regularly to 
the public free of charge. 

During the fiscal year 1953 there were 1,408 new acquisitions, either gifts or 
loans, including 209 paintings, 33 pieces of sculpture, 348 objects of decorative 
art, and 818 prints end drawings. 


|_| 

Increase (+) 
Standard classification or 

decrease (—) 
$1, 154, 975 +$17, 425 
18, 375 +3, 125 
Services performed by other 
Supplies and 31, 750 +3, 750 
Taxes and assessments... 4, 200 +700 
1 1, 300, 000 +25, 000 
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Nine special exhibitions were held during the fiscal year 1953 as follows: 

The exhibition of lithographs by Toulouse-Lautrec, selected from the Rosenwald 
collection, was continued from the previous fiscal year; twentieth century French 
paintings from the Chester Dale collection, which opened on November 22, 1952, 
will continue indefinitely; Japanese painting and sculpture from the 6th century 
A. D. to the 19th century—an exhibition sponsored by the Government of Japan 
of 77 paintings and 14 sculptures, was viewed by 187,460 visitors; Nuremberg 
and the German world, 1460-1530, comprised of prints and books from the Kress 
and Rosenwald collections; an exhibition of 19th and 20th century paintings from 
the Edward G. Robinson collection; American portraits from the collection of 
the National Gallery of Art; demonstration of techniques and American antiques, 
consisting of watercolor renderings from the Index of American Design; and 
French drawings, masterpieces from 5 centuries, from the Louvre and other mu- 
seums and private collections. 

During the year the gallery library acquired, without expense to the Govern- 
ment, 447 books, 268 pamphlets, and 548 periodicals. he library now has 
11,784 books and 10,078 pamphlets on art. 

A total of 285 consultations were held on works of art brought to the gallery 
for expert opinion, and 60 visits were made to collections of private individuals 
in connection with offers of gifts or loans to the gallery. The curatorial staff 
made 1,200 reports requiring research in answer to questions from the public. 

The material in the Index of American Design was studied by 572 researchers, 
writers, publishers, designers, museum officials, teachers, students, and others. 
A total of 1,466 original renderings from the index was loaned during the fiscal 
year for purposes of exhibition, publication, and making of color slides. Twenty- 
five traveling exhibitions with 55 bookings, were sent to 22 States in this country 
and to Western Germany, Austria, Italy, Greece, Turkey, and Palestine. Book- 
ings for the lecture sets of color slides of index subjects increased from 24 last 
year to 151 in 1953. 

The staff of the Educational Office continued to give daily tours and talks in 
the galleries, morning and afternoon, throughout the year. The 1955 survey tours, 
Tours of the Week, and special tours for congressional constituents were attended by 
28,254 visitors; and 15,290 visitors attended the 641 Picture of the Week talks. 
In addition, there were 39 auditorium lectures illustrated with art films or slides, 
attended by 13,068 persons. Tours, lectures, and conferences arranged for by 
appointment were given 202 groups and individuals. During the past year 
245 schools, museums, and similar institutions borrowed the traveling exhibitions, 
the National Gallery of Art film, strip films, and slides from the lending collection. 

The photographic laboratory of the gallery made 1,156 color slides, 402 black 
and white slides, 2,077 negatives, and infrared photographs, ultraviolet photo- 
graphs, color transparencies, color separation negatives and special X-ray studies 
in addition to the prints required for study work and sale to the public. 

The Sunday evening concerts in the West Garden Court, which are provided 
from private funds, were continued throughout the year. There is no admission 
charge to these concerts which were attended by approximately 50,000 visitors. 

There have been 21,931,483 visitors to the Gallery from the time of its opening 
in 1941 to June 30, 1953. The attendance during the fiscal year 1953 was 
1,647,470, a daily average of 4,538. 

In compliance with the bylaws, the budget estimates for the National Gallery 
of Art for the fiscal year 1955 were, by action dated August 14, 1953, approved 
by the Board of Trustees. 


Justification for increase in average employment 


The basic purposes and intentions of the donor of the gallery are clearly stated 
in his letter to the President, dated December 22, 1936, and his statement to 
the Committee on the Library, House of Representatives, dated February 16, 


37: 

“1. That the donor would ‘erect a gallery building of sufficient size to house 
these works of art (his original gift) and to permit the indefinite growth of the 
collection under a conservative policy regulating acquisitions.’ 

“2. That, ‘by reason of the rarity and importance of these works of art * * * 
it will furnish the nucleus of a great national collection * * * and ‘that private 
collectors owning great paintings and sculptures will contribute them to the 
national collection. * * *’” 

The continued growth of the gallery’s collection, therefore, was intended by the 
donor when he offered his gift and by the Government when it accepted the 
building and initial collection. 
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As the collection has grown under the “conservative policy regulating acquisi- 
tions’, unfinished areas in the building have been finished from private funds to 
provide additional rooms in which to exhibit the growing collection. Seventeen 
such rooms were completed between 1950 and 1953. During the same period, 
pee age aa average employment (permanent staff) had to be decreased from 

to > 

Seventy-three egy of the staff is engaged in the maintenance, operation, 
and protection of the building and grounds and the safekeeping of the works of 
art therein. The workload of a considerable portion of the employees, therefore, 
increases as new areas are opened to the public. In the past several years effi- 
ciencies have been realized in the operations of the gallery to the extent that 
whereas in 1950 a staff of 311 employees was required for the operation of 93 
exhibition rooms, it is estimated that an average of 96 rooms can be kept open to 
the public during the current year with a staff of only 304 employees. The neces- 
sity for the use of additional available exhibition areas, however, is urgent in order 
that the gallery may meet its obligations to the donors who have contributed to 
the growth of the collection and to comply with the intent of the initial donor and 
the obligation of the Government in establishing the gallery. 

The estimate for personal services for 1955 contemplates the operation of 104 
of the 110 exhibition rooms available, requiring an increase over 1954 in the em- 
ployment of guards, equivalent to 5.6 man-years. 


Justification for other obligations 


1. Detail of other obligations—The tabulation on the two preceding pages 
indicates for each standard object classification item (02 through 15) a detailed 
breakdown based on the purposes for which the obligations are made. Except 
for two items the amounts in the 1953 and 1954 columns are comparable and 
represent the obligations incurred in the normal operation and maintenance of 
the gallery. These two exceptions ‘051 Electric current” and ‘072 Repair, 
alterations, and maintenance of real property” are as follows: 

051 Electric current: Prior to 1953, obligations for electric current were made 
on the basis of the current consumed during the actual fiscal year. Obligations 
for this service are now made on bills received as authorized by section 22, Budget- 
Treasury Regulation No. 1. This change made in 1953 resulted in an obligation 
for that year of approximately $5,500 less than the amount which otherwise would 
have been obligated. 

072 Repair, alteration, and mgintenance of real property: The amount of 
$178,936 shown in 1953 for this item includes $172,395 for the replacement of 
three refrigeration machines which is not a recurring item. The difference, there- 
fore, between $178,936 and $172,395, which is $6,541, represents the normal 
obligation for repair, alteration, and maintenance of real property. 

2. Explanation of the 1954 base for materials and services required for routine 


maintenance and operation.—In distributing the reductions made in the gallery’s 
1954 estimates, ‘(Other obligations” were reduced to the lowest possible level by 

tponing repairs and other maintenance items in order to retain sufficient funds 
or the employment of guards to protect the art treasures in the gallery’s custody. 
No funds in the current year are available for a of plants that die during 


the year in the garden courts or on the grounds; nor for reconditioning a section 
of the skylight roof as scheduled; nor for replacement of wornout equipment; nor 
for other similar items of upkeep which eventually must be provided if the gallery 
is to be properly operated and maintained in a satisfactory state of repair. This 
postponement is continued through the budget year and is reflected in the 1955 
revised estimates. 

3. Increases over 1364 requested for 1955.—The total amount available for object 
classes 02 through 15 during 1954 is $137,450 as compared with $145,025 requested 
for 1955. The explanation of specific items of increases totaling $7,575 is as 


follows: 
0? Other contractual services 
1954 estimate 
Repair of davenports 
Restoration of works of art 


Total increase 


1955 estimate 


Repair of davenports: The majority of exhibition rooms in the gallery are pro- 
vided with davenports for visitors. hrough constant use the frieze upholstering 
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-on the arms of these davenports becomes worn and must be replaced. Forty-six 
of the ninety-four davenports in use were repaired in 1949, and four more were 
repaired last year in order to keep them in service. No funds are available during 
the current year for this item, but an inspection of all davenports indicates that 
45 will require repair in 1955. With material the gallery bas on hand the cost of 
‘this repair amounts to $1,125 ($25 per davenport). 

Restoration of works of art: The restorer is charged by contract with the repair 
and restoration of the paintings in the gallery’s collections. He has requested 
that the renewal of the contract be conditioned upon a $2,000 increase. The 
gallery officials have agreed, in the light of the extent and quality of the services 
rendered, that this increase is justified. 


08 Supplies and materials 


1954 estimate 

Increases, 1955: 
Material for repair of skylight roof 
Guard uniforms 


Total increase 


1955 estimate 


Material for repair of skylight roof: The problem of maintaining the 131,980 
square feet of skylight in the roof of the gallery building has been a subject of 
constant study. Temporary repairs are being made as leaks develop, but it is 
evident that unless a better method is found of joining the many glass units to 
form a watertight roof section, it will be necessary to overhaul the skylight roof 
at regular intervals. There are a total of 166 skylight sections. Based upon the 
above conclusion $5,000 was included in the original estimates for the current year 
for the purpose of having 30 of the skylight sections overhauled. This was elimi- 
nated in the review of the estimates. 

In an attempt to devise a better method of joining the individual glass units, 
the gallery staff has designed what is believed to be a more effective aluminum 
cap and joint. The value of this new design can be determined only by applying 
it to a section of the roof. Therefore, in the estimates for 1955 nothing has been 
included for overhauling a section; the estimate covers only $400 for materials for 
temporary repairs and $700 for materials for an experimental installation of the 
newly designed cap and joint on one skylight section. 

Guard uniforms: Funds are available for the current year to purchase 56 new 
uniforms for the 116 guards employed at the gallery. ‘Two uniforms are required 
for each guard, making a total of 232 uniforms in use. Including the purchases to 
be made during the current year, approximately 90 of the uniforms in use at the 
beginning of 1955 will be between 4 and 5 years old and 30 of them will be between 
3 and 4 years old. The increase of $3,050 requested for 1955 will permit the pur- 
chase of a total of 122 new uniforms in that year to replace unserviceable garments, 
or the equivalent of 1 new uniform for each guard. 


15 Taxes and assessments (FICA tazes) 


1955 estimate 


Last year the employer’s tax under the Federal Insurance Contributions Act 
amounted to $2,710 at the tax rate of 1.5 percent. As provided by 26 United 
States Code 1410 the rate will be increased to 2 percent on January 1, 1954. At 
the average rate for the current year of 1.75 percent, this year’s tax has been esti- 
mated at $3,500. In 1955 salaries estimated at $210,000 will be subject to the 
new 2-percent rate, resulting in taxes amounting to $4,200. 


SALARIES AND ExpENSES 


How much are you asking for this year, Dr. Finley? 
Dr. Finuey. $1,300,000. 
Mr. Puruirs. How much did you ask for last year? 
Dr. Finuey. $1,275,000. 
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Mr. Puixuips. You are asking for $25,000 more? 

Dr. Finuxy. $25,000 more, yes. 

Mr. Puiuurps. And that applies, for the most part, to personal’ 
services? 

Dr. Finuey. Yes, to fill six vacancies on the guard force, which 
were authorized but not filled, and also to pay for some new uniforms. 
for the guards. 

Mr. Puiuurrs. Does that mean additional people will be employed? 

Dr. Finuey. We have 126 authorized guard positions but we filled 
this year only 116 and we are asking for funds to fill 6 additional. 
ones, which would bring the number to 122. 

Mr. Puiiurrs. You may proceed with your general statement. 


GENERAL STATEMENT 


Dr. Finutey. You will recall that the budget for the current year 
was revised last spring by a cut of $40,000 after our hearings before 
this committee. We had no projects that could be eliminated, as. 
the operation of the gallery constitutes a single project. The reduc- 
tion, therefore, had to be met by postponing until a future date certain 
needed repairs to the building and grounds and by keeping a number 
of exhibition rooms closed. That is still the situation. 

In reviewing the past year, as well as the current year to date, as. 
a basis for consideration of the 1955 budget, it should be borne in 
mind that the collection of the National Gallery has been increased by 
important gifts and loans, thus realizing Mr. Mellon’s hope that his. 
gift of a building and his collection for a National Gallery of Art 
would attract from others gifts of works of art of the highest quality to. 
form a great national collection. During the past fiscal year 1953, 
the gallery received by gift or loan 209 paintings; 33 pieces of scul 
ture; 348 objects of decorative art; and 818 prints and drawings. ‘$ 
far, in the current fiscal year 1954, we have received 5 paintings by gift 
and 13 by loan; 2 pieces of sculpture; and 240 prints and drawings. 
The growth of the gallery’s collections, as illustrated graphically by 
charts submitted to the committee as part of the ‘“Justifications,” is. 
a cause for great satisfaction. This growth has been due not only to 
the generosity of public-spirited individuals but also to the fact that 
we have maintained a high standard of protection and maintenance 
and have displayed the works of art to advantage. 

Due to the simultaneous increase in the collections and the de- 
crease in average employment from 1950 to 1953, the problem of 
satisfactory operation has been a serious one. As mentioned last. 
year we have been able to maintain the established standard of pro- 
tection and maintenance only by reason of the fact that certain works 
of art were withdrawn from exhibition or removed for repair and 
restoration, or for loan elsewhere. Those now being restored have 
been withdrawn for this purpose by the donor, and after restoration 
and reframing are scheduled to be returned during the next fiscal year. 
Also the gallery has assurance of a gift of a number of paintings and 
other works of art of the highest quality during this same period. It 
will then be necessary to use all exhibition rooms available. For the 
budget year, an appropriation in the amount of the estimates before 
you, will enable the gallery to maintain 104 of the 110 exhibition 
rooms now available. In addition to works of art now on exhibition, 
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we hope that this number of rooms will provide space to exhibit the 
gifts to be received during the 1955 budget year and which must be 
placed promptly on exhibition. 

We trust that the information we have presented will enable the 
committee to give favorable consideration to the gallery’s needs in 
view of its operating problems. 

Mr. Puruures. Have you absorbed your own salary increases for 
next year or is that part of the $25,000? 

Dr. Finuey. Yes, we have absorbed the statutory increases. 

Mr. Puiturrs. You stated that you had made no construction 
additions during the year. I was under the impression that I had 
seen some work going on down there. Was that the year before? 

Dr. FInuey. That was the year before. We put off whatever we 
intended to do this last year. 


CONTRACTUAL SERVICES 


Mr. Puiturps. What is the $3,125 for under “Contractual services’’? 

Dr. Firnuey. $2,000 is for increased compensation for our restorer 
who keeps our pictures in order. He is a very expert man and he gets 
a very small compensation for such work. 

Mr. Puiturps. Does he come under account 07, contractual serv- 
ices or under 01? 

Mr. Hayes. He is under 07. Restoration work is done by con- 
tract. 

Mr. Puiuuips. And what is the other $1,125 for? 

Dr. Finuey. That is for the repair of davenports in the exhibition 
galleries. We have sofas that have to be recovered. 


GUARD UNIFORMS 


Mr. Puiturrs. Under 08 you have additional supplies and mate- 
rials. Is that your postage? 

Mr. Hayes. That is for guard uniforms. We will absorb the cost 
of our penalty mail. 

Mr. Putiutrs. You probably do not have very much. 

Mr. Hayes. It runs about $2,200 according to our estimate. 

Mr. Puiirrs. What about the taxes and assessments or the 
insurance? 

Mr. Hayes. That is social-security taxes on indefinite employees. 


COMMUNISTIC ART 


Mr. Yates. In connection with one of the appropriation bills, and 
I think it was the one for the State Department, one of the Members 
of Congress got up on the floor and stated that he had never seen as 
communistic art exhibit as he saw over in France. 

Is there such a thing as communistic art? 

Dr. Finutey. Well the Communists do not send exhibitions over here. 
T have not seen much of their painting, but I believe the Communists 
like something that is almost photographic and that glorifies them- 
selves; that, | understand, is what they really like. 

Mr. Yates. I think he was referring to contemporary art. 

Dr. Frntey. There are contemporary artists, of course, who paint 
pictures that we may neither like nor understand, but it does not 
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follow that such work is Communist art unless it reflects Communist. 
propaganda. 

Mr. Yates. That is the point I think I was making. The descrip-. 
Gon of contemporary art cannot necessarily be called Communist art, 
can it 

Dr. Frntey. No; because the trend is the same all over the world. 
Here and in France and England and other countries, contemporary 
artists paint in much the same way. Among artists, you might find 
some who are Communists, but the vast majority are not. 

Mr. Yares. It is not necessarily reflected in their art, is it? 

Dr. Finury. No; you could not say that the modern international 
style of painting is communistic. 

Mr. Puiturps. Would you say it was art? 

Dr. Frvtey. Sometimes it is very good art. It has always been 
true of painting in any age that some is good and some is not. 

Mr. Puiturrs. Do any of the other members of your staff have 
anything that they would like to add at this time? 

r. Frnuey. I believe that completes our statement. 


NUMBER OF VISITORS 


Mr. Anprews. How many visitors did you have last year, Doctor? 

Dr. Fintey. I believe we had about 1,600,000. 

Mr. Jonas. How do you count them? 

Dr. Finutey. We check them at the door. We do not have a turn- 
stile at the door because it seems inhospitable to ask people to pass 
through a gate. 

Mr. Jonas. Do you have someone to count them or is it done 
automatically? 

Dr. Fintey. It is done with a hand tally register. 

Mr. Yates. Have you read the report of the President by the 
Commission on Fine Arts? 

Dr. Frntey. You mean on Art and Government? I have not 
only read it but Iam Chairman of the Commission who made the 
report. 

r. Yates. In other words, you are in favor of the recommenda- 
tions made in the report? 

Dr. Fryuzy. I am very much in favor of the recommendations 
made by the Commission, yes, sir. 


CAFETERIA OPERATION 


Mr. Puiturps. Is your cafeteria operated at a profit or a loss? 

Mr. Hecxert. It operates at a small profit. 

Mr. Puiturps. You do not charge them rent, do you? 

Dr. Frnuey. No, sir. 

Mr. Puuiuurps. So, their operation is really at a profit. Do you 
operate it or lease it out? 

Mr. Hecxert. No, GSI operates it. 

Mr. Puttures. If there are no further questions, gentlemen, we 
thank you very much and we will see you next year. 

Dr. Finuey. Thank you very much. 


] 
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Frmay, JANuary 8, 1954. 


WAR CLAIMS COMMISSION 


WITNESSES 


WHITNEY GILLILLAND, CHAIRMAN 


MRS. PEARL CARTER PACE, VICE CHAIRMAN 
RAYMOND T. ARMBRUSTER, COMMISSIONER (SECRETARY) 
ANDREW T. McGUIRE, GENERAL COUNSEL 

ROBERT A. KENNEDY, EXECUTIVE DIRECTOR 


~Amownts available for obligation 


1953 actual 


1954 estimate 


Allocation or estimate iaatves from ‘‘War claims fund’’) 
Prior year balance available 


Total available for obligation 
Balance available in subsequent year 


Obligations incurred 


$59, 000, 000 
2, 838, 952 


$60, 000, 000 
17, 176, 234 


61, 838, 952 
—17, 176, 234 


77, 176, 234 
—12, 591, 776 


44, 662, 718 


64, 584, 458 


Obligations by activities 


of claims: 
1953 


Obligations by objects 


awards, and indemnities: 


War claims fund 


(Trust account) appropriated (estimate) 1954 


Amounts available for obligation 


$44, 662, 718 


64, 584, 458 
12, 591, 776 


$44, 662, 718 


64, 584, 458 
12, 591, 776 


1954 estimate 


Appropriation or estimate... 
Prior year balance availabl 


Total available for obligation 
Balance available in subsequent year 


Obligations incurred. 


$60, 000, 000 
26, 204, 583 


$17, 709, 125 


86, 204, 583 
—17, 709, 125 


17, 709, 125 
—1, 912, 349 


68, 495, 458 


15, 796, 776 


Description 


1954 estimate 


1955 estimate 


Claims payable under the War Claims Act of 1948: 
‘ayment of claims, Commission”’ 


Var Claims Commission” 


“Administra expenses, Bureau of Employees’ Com- 


pensation 
Obligations incurred 


$64, 584, 458 
821, 000 


$12, 591, 776 
515, 000 


2, 600, 000 
90, 000 


15, 796, 776 


1955 estimate 
| 
$60, 000, 000 
1953 actual] | | 1955 estimate 
ee 75, 290, 060 
Obligations by activities 
1953 actual | 
718 
syment of cla , Burea® : 3, 358, 258 3, 000, 000 
97, 794 90, 000 
hicdowndshspeesseseacssonstsencses 49, 085, 477 68, 495, 458 | 
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Obligations by objects 


Object classification 1953 actual 


07 Other contractual services: Services performed by other 
$3, 456, 052 
45, 629, 425 


49, 085, 477 


Analysis of expenditures 


1953 actual 1955 estimate 


Unliquidated obligat $1, 147, 522 000 
Obligations incurred di year 49, 085, 477 btn 


15, 796, 776 
18, 696, 776 
500, 000 


50, 232, 999 
Unliquidated obligations, end of year. 2, 024, 541 
Total expenditures 48, 208, 458 18, 196, 776 


Mr. Puitures. The committee will come to order. 

We have with us today the Commissioners and other representa- 
tives of the War Claims Commission to present their case for the 
1955 budget. 

I notice from the list that we have a new group of Commissioners 
this year. We have Mr. Whitney Gillilland, the Chairman; Mrs. 
Pearl Carter Pace, the Vice Chairman; Mr. Raymond T. Armbruster, 
Commissioner; Mr. Andrew MeGuire, General Counsel, and Mr. 
Robert A. Kennedy, Executive Director. 

Are you the —e officer also, Mr. Kennedy? 

Mr. Kennepy. I am the budget officer. 


BACKGROUND OF THE REPRESENTATIVES OF THE COMMISSION 


Mr. Puitiipes. We have a little custom here of long standing. 
When we have a new group of commissioners or.a new commissioner, 
we ask them informally to give us, on the record, a little statement 
of their background. 

We would like to know what ene ou into the job of managing 
the War Claims Commission, so, Mr. Gillilland, will you give us a 
bit of your background? 

Mr. GILuILLANp. I am an Iowan, to start with. I will achieve my 
50th birthday next week. 

Mr. Tuomas. A young man. 

Mr. GrtuituaNp. I am a lawyer and was admitted to practice in 
1927. I served in my home county as county attorney. 

Mr. Patties. Which was your home county? 

Mr. GiuurtLanp. Mills County in southwestern Iowa. I was a 
district judge in the 15th District of Iowa. From the time that I 
retired from the bench I engaged in the practice of law in Iowa until 
last January when I was appointed as an assistant to Secretary 
Benson in the Department of iculture. I served in that capacity 
until the President appointed me to this Commission about a month 


Mrs. Pace. 


1954 estimate 1955 estimate 
$3,090,000 | $2, 690, 000 
= 65, 405, 458 13, 106, 776 
Obligations incurred [HD | 495, 458 15, 796, 776 
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Mrs. Pace. I have been active in civie work most of my life. 

Mr. Pups. Where? 

Mrs. Pace. In Cumberland County, Ky. Iwas born in Monroe 
County, Ky. I have served in our county government as sheriff and 
as liaison, while my husband was sheriff, with the fiscal court. 

I have been on the budget committee for the county. 

Then Governor Clements of Kentucky appointed me to a board 
to study the functions and resources of the State government. That 
is about my experience with the government in office. 

Mr. Partutps. It seems to me that you have had a very interestin 
pe - und. Mr. Armbruster, would you give us a thumbnai 
sketch? 

Mr. Armpruster. I am an attorney at law residing in Yonkers, 
N.Y. I maintain offices for the practice of law at 522 Fifth Avenue, 
New York City. 

I was admitted to the bar in the State of New York in 1935. I 
served with the Armed Forces of the United States from 1942 until 
1946. 

Mr. Partxiips. In what department? 

Mr. Armpruster. I started with Air Force intelligence. Later 
I was assigned to the Assistant Secretary of War’s office to serve on 
the Joint Army-Navy Board, and to serve also on the Japanese- 
American Board. 

I later went overseas with the United States Strategic Bombing 
Survey, according to Presidential directive. 


SALARIES AND EXPENSES 


Mr. Puiturps. You have a request before us for $515,000 as com- 
pared to $821,000 for the current fiscal year, which is a reduction of 
$306,000. 

Most of the reduction, in fact, all the reduction, plus $1,000, comes 
in personal services for the Commission. 

Therefore, the first question should be: Does the chart that appears 
as an item following page 1 of the justifications that | have before me 
represent the organization as it is as of now, or as it will be next year? 

Mr. Grmuuranp. I believe that is the projected organization. 

Mr. Puttures. Do you mean to say that in addition to all the 
people whose names appear on this chart, that you have $26,000 for 
personal services this fiscal year? 

Mr. GruuitLanp. Do you mean at the present time? 

Mr. Puruutps. Yes. 

Mr. GrmuuiLiaNp. There are about 150 employees presently. 

Mr. Kennepy. One hundred and sixty employees on the roll as of 
December 31, 1953. 

Mr. Puriures. How many will you have under the budget request 
now before us? 

Mr. GILuiILLAND. This contemplates an average of 87. 

Mr. Patuurrs. The life of your Commission is how long? 

Mr. Gitum.aNnp. To March 31, 1955. 

Mr. Pures. Now, if you have a prepared statement, we will be 
very glad to hear it. py ths 
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GENERAL STATEMENT 


Mr, GiILLILLaND. I would like to make one or two informal com- 
ments. One is, you understand this is not our budget justification 
that you have before you. This is one prepared by our predecessor 
Commission. 

I do not know that it would be entirely accurate to say we appear 
in support of that particular justification. It might be better to say 
that we appear in connection with it. I can conceive that you might 
ask us some Geran this morning that we cannot answer because 
we are new. If that occurs, we will undertake to get the answers for 
you. 

Mr. Putturrs. When did you actually take office? 

Mr. GiLurLuanp. December 11, 1953. 

My name is Whitney Gillilland. I am Chairman of the War Claims 
Commission. My colleagues are Pearl Carter Pace, Vice Chairman, 
and Raymond T. Armbruster, Secretary of the Commission. We 
were appointed to the Commission on December 11, 1953. 

With me this morning I have Mr. Robert Kennedy, the Executive 
Director, and Mr. McGuire, the General Counsel of the Commission. 

We appear in connection with a request prepared by our predeces- 
sors to expend for administrative expenses for the fi year 1955 the 
sum of $515,000. This is a much smaller amount than has been 
authorized to the Commission in previous years. It is calculated to 
cover the period until March 31, 1955, the maximum statutory life of 
the Commission. It will support an average payroll of 87 persons, 
probably a little less than half the pads 9! payroll up to this point. 

Both the moneys used for payment of claims allowed by the Com- 
mission and those used for the payment of expenses are obtained from 
the war claims fund. The war claims fund is derived from the net 

roceeds of liquidated vested assets of Germany and Japan covered 
into the Treasury by the Office of Alien Property, Department of 
Justice, pursuant to the Trading With the Enemy Act. Therefore 
no appropriation of revenues is involved here. 

The Congress directed the War Claims Commission to perform two 
primary duties. (1) To investigate the field of war claims and report 
the facts together with recommendations. Two such reports. were 
filed by our predecessors, the most comprehensive one being House 
Document No. 67 filed during the 1st session of the 83d Congress. 
The Commission as now constituted would have some reservations 
concerning some of the recommendations there set forth. (2) To 
adjudicate and authorize payment of certain kinds of claims arising 
from World War II in general—those of civilian American citizens 
who were interned by the Japanese or went into hiding to avoid cap- 
ture in the Philippines, Wake, Guam, and Midway; those of certain 
religious institutions in the Philippines for expenditures made, or the 
cost of relief afforded for and in behalf of American military and 
civilian personnel; those of such religious institutions for cost of 
restoration of certain properties destroyed as a result of the conflict; 
claims of prisoners of war in all theaters arising from failure of the 
enemy forces to provide adequate food; claims of prisoners of war in 
all theaters arising from inhumane treatment in violation of the Geneva 
Convention of 1929. Each of the last two categories was subdivided 
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for purposes of administration into American claims and Filipino 


A total of 492,949 claims were filed with the Commission. This 
is a large number of claims. As of the date we took office, to wit, 
December 11, 1953, 346,268 claims had received primary adjudication, 
leaving 146,681 claims for primary adjudication under our supervision. 
A simple statement of the number of claims involved can, however, 
create an impression which is not entirely accurate in that there is a 
wide variation in the difficulty of processing not only individual claims 
but of whole categories of claims. Difficult individual claims have a 
tendency to lag toward the last. At the same time, although the 
figures on disposition do not show it, considerable work will already 
have been done on some of them. Among the most difficult claims 
are the religious property claims. There are only 89 of them but the 
are quite large in amount. All of them have received primary ad- 
judication but they have nearly all been appealed and none of those 
appeals have been disposed of. 


APPEALS PROCEDURE 


Mr. Puiturrs. To whom do they appeal? 

Mr. GiLuiLtaNnb. To the Commission. 

Mr. Putuurrs. That is final. They cannot appeal beyond? 

Mr. GILuILLAND. Precisely; that is correct. 

The first processing is much less formal than the hearing before 
the Commission, or our designees to actually hear the claims on 
appeal. Around 73 out of the 89 have been appealed and will have 
to be finally processed, either by the Commission itself or by people 
that we designate. 

Facing the hazards of oversimplification I will outline briefly the 
method of handling a claim. It resembles, to begin with, the ordi- 
nary creditor-debtor relationship. The claimant, the creditor, pre- 
sents his claim to the United States, his debtor. The debtor examines 
it, checks it against his own sources of information, and if it is found 
to be correct it is paid. Although the term may be somewhat mis- 
leading, that process is called adjudication and the personnel perform- 
ing it are called adjudicators. Because of the nature of many of the 
claims there is, of course, a considerable amount of judgment, dis- 
cretion, and fundamental knowledge involved. 

If, on the other hand, the claim is denied in full or in part, the 
claimant is notified of his right to a hearing. Again somewhat 
misleadingly this hearing is called an appeal. The statute makes 
no mention of an appeal. It does designate a hearing. At the hear- 
ing the claimant is entitled to appear personally or by counsel and 
may submit such proofs, documentary or otherwise, as he may 
reasonably produce or he may rely on a review of the record and any 
sup originally submitted with his claim. 

though the number of claims remaining for primary adjudication 
in the brief time afforded is substantial, a great share of the major 
portion of activity in future months will be with the appeals. The 
F cgsr include many of the cases of greatest difficulty. ey include 

e cases vabbistipe | the largest amounts of money. They require a 
greater amount of time, care, and attention than do the so-called 
primary adjudications. 
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Up to this point neither the previous Commission nor this Commis- 
sion has had enough experience with the appeals to estimate the extent 
of the burden with desirable accuracy. The number involved can 
only be a vay? None of the more important or difficult ones have 
been heard. As of the date we took office, December 11, 1953, 3,361 
cases had been disposed of by the appellate section and 6,128 cases 
were pending. Additionally, as of December 11, 1953, the Claims 
Service had approximately 4,300 claims upon which requests for 
appeal had been made and the claims are being held in suspense 
awaiting return of the executed appeal form. Rate of processing 
appenis as lagged far behind the rate of appeals and recently the rate 
of appeals has been increasing very rapidly. That is understandable 
because of the time lag between adjudication and appeal. Further- 
more, the percentage of apple per adjudications is substantially 
increasing. That is probably due to the particular type and category 
of claims now being processed. 

Under the long-standing rules of the Commission an unsuccessful 
appellant is entitled to file a petition for rehearing. Just how many 
such there will be, what problems may be presented and the extent of 
the work and time involved is impossible now to foretell. 

Mr. Puiuurrs. You mean after the appeal, or before the appeal? 

Mr. GiLtuittaNnb. After the appeal. On an unfavorable decision 
the appellant, under the present rules, is entitled to file a petition for 
rehearing. If he lives in the United States he has 10 days; if he lives 
in the Philippine Islands he has 60 days. 

Mr. Puiuuirs. Wil you tell me, please, whether most of the people 
who appeal appear before the Commission in person? 

Mr. (Bert No; they do not do that. 

Mr. Puruuipes. They do so by brief? 

Mr, GrnuiiaNnn. They appear by brief; that is correct. 

Based on the extent of the information available to us at this 
time we believe the agency asking is moderate. We will do our 
utmost to fulfill our responsibilities within its limits. 

Mr. Pures. Is it possible that the fact that the custom of the 
Commission has been to increase the amount of the award in the past 
has had any relation to the fact that you say the percentage of appeals 
is substantially increasing? I do not know if there has been an 
increase or a decrease. I ask for information, 

Mr. GruuiLaANp. I do not have any figures on that, Mr. Chairman, 
but I think the reasons for the increase in the rate of appeals are two: 
One of them is that under the present rule the claimant has 6 months 
to make his appeal. The high rate of processing claims was achieved 
during this last year, but the total impact of that processing will not 
be felt in appeals for some little time. 


TYPES OF APPEALS 


The other one is the fact that the types of appeal that are now 


going through the Commission in large volume—Philippine prisoners 
of war—are claims in which there is a high rate of disailowance. 
There were difficult questions, as I understand it, before the previous 
Commission for determination as to just what groups of Philippine 
soldiers were includible within this statute. There were many 
guerrillas, as you know. 
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I understand the determinations made by the Commission hereto- 
fore, that is, through general counsel’s opinions, and the considerations 
by the Commission itself, are that most of the guerrillas are ineligible 
under the statute, but they have all filed claims. Most of the claims 
are disallowed. 

The Filipinos are a pretty tenacious people and they have appealed, 
and they are coming in quite rapidly. 

Mr. Putturrs. If they are ineligible under the law I would think 
that a blanket statement that they are ineligible, applying to all 
cases, would end your work right there. 

Mr. GILuILLAND. We are trying to achieve that. Currently, we 
are doing that. Right now, Me Chatiman, we are working on some 
mimeographed or form decisions that can be made use of for that 

urpose. Of course, until an appeal is examined in the Commission, 

presume there would be no way to tell whether the fellow fell within 
one category or the other. A claim would have to be examined and 
checked. 

Mr. Puatuurrs. If you go out of business in March of 1955, you are 
either going to have to set a cutoff date after which you will not judge 
any more claims, or else you are going to have to reduce the 6 months’ 
period you allow for an appeal, which seems rather long to me, anyway. 

Mr. GILLILLAND. It does to us, too. We have that under consider- 
ation right now. 

Mr. Parsee It is in your power to do it? 


Mr. Grutriuanp. I think it is in our power to do it. Frankly, we 
have this little hesitation about it: I think the Commission is pretty 
well agreed that something of the sort needs to be done. Apparently, 


the previous Commission, according to this report, had some such 
view. Nevertheless, here would be a claimant who had his claim on 
file for 3 years, let us say. It is not his fault that he has not had 
his money long before. 

The fortunate fellow who got his poner 2 years ago had 6 months 
to appeal if he wanted to, if he thought the allowance inadequate. 

In some degree it is discriminatory to refuse the same period of 
appeal for those remaining who, through no fault of theirs, have not 
had their claims processed. I do agree that it is inevitable that if 
9 are to meet our deadline we are going to have to do something of 
the sort. 

Mr. Puiuips. You certainly expect to meet the deadline? 

Mr. GiLuILLAND. We intend to do our best. Ihave some comments 
that I would like to put on the record on that subject some place 
down the line. 

Mr. Tuomas. Now is as good a place as any. 


EXPERIENCE IN PROCESSING CLAIMS 


Mr. Griiu.anp. I think we will make that deadline. I do assure 
the committee that we will do our utmost to meet it. But I think, 
in appraising out situation, it would be all right to take a look at the 
experience of the previous Commission. That is what we have to 
judge a lot of our work by. 

ow, a year ago, when the old Commission came here, they gave 
this committee an estimate of a total workload of claims of 545,341 


and they said they would complete that workload by the end of fiscal 
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year 1954—July 1, 1954. That involved the processing, according to 
their estimate, of 245,695 claims. 

Now, in fact, there were not 545,341 claims. There were only 
492,949 claims filed, so the number of claims actually in the workload 
was 52,392 fewer than those that were Tetiethed in your budget 
hearing a year ago. 

Now, despite that fact, this budget justification which you have 
before you now, and which was wae iat not by us but by our pred- 
ecessors, projects a carryover as of July 1, 1954, of 59,206 claims. 
So there was an error in calculation of the number of claims that 
could be processed for the fiscal year 1954 pursuant to your last 
budget hearing of 111,598 claims. This is about 46 percent. 

Now, I do not bring those figures out with the idea of reflecting 
be the previous Commission. I bring them out for the purpose 
of showing that here was a Commission that had been in office for 3 
years and they had had experience in this field. They missed their 
calculation by 46 percent. In short, in this year there are being 
processed for the amount of money awarded in the budget about 
130,000 ciaims, whereas the testimony a year ago indicated there 
would be 245,000 claims processed for that sum of money. 

Now, I certainly hope that we do not miss our calculation when 
we tell you that we will try to wind up our affairs by March 31, 1955, 
and we think we can do it. 

p» I merely want to call attention to the fact the old Commission 
missed it 45 or 46 percent, in the hope that if we miss it the committee 
will be a little charitable with us. 

Mr. Putiues. It is very refreshing to this committee to have a 


temporary agency act as if it finally intended to go out of business. 


WAR CLAIMS FUNDS 


How much money was there originally in this fund? You get the 
money from the Alien Property Custodian? 

Mr. Griuur.anp. A total of $210 million. There is a sum of 
$15 million that is authorized that has never been transferred. 

Mr. Kewnnepy. Prior to the enactment of Public Law 211 there 
was $150 million in the fund. 

Mr. Puiturps. Let me get this clear. You had $150 million in 
the fund and then you got a supplemental of $60 million that was 
given you? 

Mr. Kennepy. Yes. 

Mr. Puruutps. So you are limited to the amount of money you 
can spend in satisfying claims as of now to $210 million? 

Mr. GrturLtanp. We do not have that much available, Mr. 
Chairman. 

Mr. Putuuips. Less administrative expenses. 

Mr. G1nuiLuanp. Quite a substantial part of this fund is admin- 
istered by the Department of Labor. I think that our total availa- 
way. is something like $179 million. 

r. Kennepy. Heretofore there has been no limitation in the 
authorization for claims. 

Mr. Pxuuuips. You say that your limitation is $179 million. 

Mr. GuuiiaNnp. That is correct. 

Mr. Putuurrs. You have already spent how much? 


¥ 
4 


197 


Mr. Kennepy. $133 million. 
_ Mr. Putuures. The payment of claims, Bureau of Employees Com- 
pensation, is handled by the Labor Department? 

Mr. GILLinLaND. That is right. 

Mr. Puiuurrs. The administrative expenses are to be charged 
against you? 

Mr. GiLuituaNp. That is right. 

Mr. Puruurps. You have spent all the money you have. You 
have no more money with which to pay claims? 

Mr. GILuILLAND. We have about $45 million. 

Mr. Putiuurrs. Where is that? 

Mr. GruuiLianp. It is included in the $179 million. There is a 
note at the bottom of page 3 of the justifications concerning it. 

Mr. Puruuips. All you have to pay out from now on is $45 million? 

Mr. GruuiLaNnp. That is right. 

Mr. Purturps. Out of that you have to pay your administrative 
expenses? 

r. GILLILLAND. Administrative expenses are paid from the war 

claims fund. 

Mr. Kennepy. There is in addition to that a $15 million item 
which the Bureau of the Budget has reserved. 

Mr. Puriurps. Why have they reserved it, to mop up your agency? 

Mr. Kennepy. It is my understanding they wanted to withhold 
that amount until a later date in case there was additional legislation, 
so that that money would be available to pay for such claims. 


AUTHORIZATION FOR ADDITIONAL FUNDS 


Mr. McGuire. I might add that Public Law 211 of this Congress 
SS. $75 million, of which the $15 million was withheld by the 

ureau of the Budget. 

Mr. Which Congress? 

Mr. McGuire. The 83d. 

Mr. Pariurrs. We gave you an additional $75 million? 

Mr. McGutrre. Yes. 

Mr. Putuurrs. Do you mean that you actually got it? 

_ Was that in the bill that passed the House? 

Mr. Kennepy. It was an authorization to permit us to transfer 
the funds from the Attoney General’s Office, Office of Alien Property 
Custodian. 

Mr. Puiurrs. You have $45 million plus $15 million? 

Mr. McGuire. That is right. 

Mr. Kennepy. I wonder if I may recapitulate that for you? 

Mr. Yes. 

Mr. Kennepy. Just up to, and prior to the enactment of Public 
Law 211, there was $150 million available to us, and in Publie Law 
211 the Congress gave us an additional authorization for $75 million, 
which made the total authorization available to us $225 million. Out 
of that last $75 million the Bureau of the Budget reserved a $15 
million item, which I mentioned a moment ago, which in turn brings 
it down to $210 million shown here on your report under deposits to 
the war claims fund. 

The way that works is, there has been set aside $179 million from 
which claims are paid. No administrative expenses come out of that 
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item,”so when you look over your other report you will see at the 
bottom of the page under “Status of payment of claims account” 
we have listed an item “Deposited in claims account” $179 million, 
‘Less withdrawals” to December 31, 1953, of $133,223,033.94. 

Mr. Puiurrs. How much of the $45 million balance is obligated? 

Mr. Kennepy. That is not obligated. That is the amount against 
which all future claims awards will be paid. 

Mr. Puituirs. Explain to me why your administrative expenses are 
not charged to that $45,776,000? 

Mr. Kennepy. That has been set up in the reserve account here. 
The money we are asking for, the $515,000 to operate during the 
fiscal year 1955, would come out of the $7,974,030.50, which is avail- 
able to the War Claims Commission for administrative expenses to 

on its operations. 
r. Paiturps. You have a balance of $7,900,000 in your reserve 
fund, and your aonpent against that is $515,000. 

Mr. Kennepy. Yes. 

Mr. Puiiures. You are going out of business in March 1955. 


PAYMENT OF CLAIMS BY BUREAU OF EMPLOYEES’ COMPENSATION, 
DEPARTMENT OF LABOR 


Mr. Kennepy. In addition, the Department of Labor’s Bureau of 
Employees’ Compensation derives its administrative expense from 
this item. 

Mr. Putturps. What are you going to do with the other $7 million? 

Mr. Kennepy. The claims Peymmense which the Bureau of Em- 
ployees’ Compensation make to eligible claimants also are taken out 
of that item. 

Mr. Parties. How much of that fund do you anticipate will be 
exhausted by March 31, 1955? 

Mr. Kennepy. I could not answer that since the Bureau of Em- 
ployees’ Compensation actually controls the payment on claims and 
the balance on that. I would be glad to contact them and ask them 
to work up something along those lines for you. 

Mr. Putuurres. We have one of those two-headed deals here. The 
request for a part of the money comes to this committee and the 
request for another part comes before another committee. I think 
that it might be well for you to put into the record at this point a 
statement from the bureau as to how much they anticipate they will 
spend from the reserve fund until March 31, 1955. 

Mr. Kennepy. So far they have paid $19 million. 

Mr. G1LuiLuaNnp. I think the payments of the Bureau of Employees’ 
Compensation are continuing payments. When we pay a claim it 
is discharged and that is the end of it. 

Mr. Puiuuirs. They make monthly payments? 

Mr, GiuuiLuanp. I believe they pay monthly, or periodic payments. 

Mr. Puturps. For how long? 

Mr. GiLiLLaANp. It would depend, I suppose, on the state of the 
physical disability of the person involved. 

Mr. Puiuips. Could it be for life? 

Mr. GriLuiLLuaNp. I presume. I am not too familiar with that 
portion of the statute, but I do think that could be true. I believe 
there is a limitation of $7,500 for disability, plus medical expenses. 
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Mr. Puuures. I think that we better have a statement in the 
record on that point. I think that it ought to show, if it can be 
projected, approximately what the Bureau of Employees’ Compensa- 
tion expects to spend out of that $7 million during the life of their 


awards. 
Mr. GILuILuanp. I think that would be well to have. 
(The following statement was submitted later:) 


EXPENDITURES UNDER THE War Cuiaims Act BY BuREAU OF EMPLOYEES’ 
CoMPENSATION 


The De ment of Labor, through the Bureau of Employees’ Compensation, 
is responsible for the administration of certain sections of the War Claims Act of 
1948 as follows: 

Section 4 (a) relating to claims for readjustment of detention benefits of em- 

loyees of Government contractors previously adjudicated under the act of 
cember 2, 1942, as amended. 

Section 4 (b) (2) relating to claims for reimbursement by employees of Govern- 
ment contractors for certain sums paid to the Department of State. 

Section 4 (c) relating to readjustment of compensation awards, retroactively, 
for disability and death of employees of Government contractors within the 
purview of the act of December 2, 1942. 

Section 5 (f) relating to adjustment and settlement of claims for disability and 
death of certain civilian American citizens captured by the Japanese enemy in 
the Philippine Islands and in American possessions in the Pacific. 

Funds for the payment of claims under the foregoing sections, and for admin- 
istrative expenses, are derived from the war claims fund created pursuant to 
section 13 of the War Claims Act. 

Since enactment of the War Claims Act, through December 31, 1953, the Bureau 
of Employees’ Compensation expended $18,229,107 for payment of claims and 
$380,394 for administration, a total of $18,609,501. It is estimated that obliga- 
tions payable during the remainder of fiscal year 1954 and for fiseal year 1955 
will amount to $4,460,567. On this basis total expenditures to June 30, 1955, are 
estimated at $23,070,068. 

The Bureau is unable at this time to furnish an accurate estimate of probable 
_— costs under the War Claims Act for benefits payable subsequent to June 30, 
195 


Only a few claims are outstanding under sections 4 (a) and 4 (b) (2), and these 
involve payments of about $25,000. 

Many of the claims under section 4 (c) involve payment of disability and death 
compensation for the lifetime of the beneficiary. There are now approximately 
200 such cases on the payrolls. 

Claims under section 5 (f) relating to civilian American citizens involve pay- 
ment of disability and death compensation up to a maximum of $7,500 and 
unlimited payment for medical care and treatment of disabled internees during 
their lifetime. Approximately 700 such cases are on the rolls and additional cases 
are being proeeased and will be added to the rolls. 

Based on the limited fiscal and other data presently available it appears that 
costs arising out of this program payable after fiscal year 1955 will amount to 
between 8 and 10 million dollars. 


Mr. Puiuurps. If all the lifetime payments are going to be charged 
against the $8 million fund, it may not be so large a fund as it seems 
right now. 

Mrs. Pacs. Am I to infer from this topic, “Status of War Claims 
Fund as of December 31, 1953,” that we have $179 million set up as 
the part which would be paid, from which we have paid out $133 
million? 

Mr. Kennepy. Correct. 

Mrs. Pacr. Under the BEC we have $19 million set up in the 
same manner, but we do not know how much of that has been paid 
as of December 31, 1953? 

Mr. Purutips. That is correct. In addition to that, you have a 
$7 million item. That is not included in the $19 million. 
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Mr. Gritittanp. What you would like to know is the probable 
demand that the Labor Department might make against that fund? 
Mr. Puruurps. Yes. I think that would be desirable. 


POSSIBILITY OF DIRECT APPROPRIATIONS 


Mr. Tuomas. Before you leave that point, does the Commission 
anticipate any direct appropriations to take care of the authorizations 
heretofore passed over and above what is in the alien property fund? 

Mr. GruuruaNnp. The answer is no. 

Mr. Tuomas. Are you positive about that? 

Mr. GruLinLaNnp. No ; I cannot be positive. 

Mr. Kennupy. Was the question, Did we expect appropriations? 

Me. Tuoomas. Yes. You have in your till, so to speak, a round 
figure of $210 million, all of which has come from the Alien Property 

todian fund. Do you anticipate appropriations of the taxpayers’ 
money to supplement that fund in order to pay off all of your claims? 

Mr. Kennepy. We would not anticipate coming for an additional 
appropriation provided the Congress would authorize a transfer of 
funds from the Office of Alien Property Custodian to the war claims 
fund when there are no funds available from that account. 

Mr. Txomas. You meet yourself coming back. 

Mr. Putuiips. Sup that there were no funds? 
ener’ Tuomas. I read from Public Law 211, approved August 7, 

53: 

The Attorney General is authorized and directed, immediately upon the enact- 
ment of this su tion, to cover into the Treasury of the United States, for deposit 
into the war claims fund, from a vested in or transferred to him under this 
act, such sums, not to exceed $75 million in the aggregate, as may be necessary to 


po fy unpaid awards heretofore or hereafter e under the War Claims Act of 


And this is the interesting part which follows: 


There is hereby authorized to be appropriated to the Attorney General such 
sums as may be necessary to replace the sums deposited by him pursuant to the 
foregoing sentence. 

An appropriation of whose funds, the taxpayers’ or the Alien Prop- 
ery Custodian’s? It is bound to become the taxpayers’ because it is 
going to supplement the fund. So there the taxpayers have already 
incurred a liability of $75 million, just what this committee has been 
anticipating for the last 4 years. 

My question is: In your brief time have you come to any conclu- 
sion that it is going to be necessary before this act is finally wound up, 
either in March of 1955 or before, that you are going to come here 
and want some taxpayers’ money to pay off these claims? 

Mr. GrLtuiLLaNpD. I would answer the question by saying no. 
Every reasonable calculation we can make—and up to this point, as 
you have surmised, we have not had an opportunity to know every 
intricacy of the problem—but every reasonable calculation that we 
can make up to now would indicate this $45 million would be ample 
to take care of the balance of the claims. 


NUMBER OF CLAIMS APPEALED 


Mr. Tuomas. You have $46,600,000 plus $15 million. How 
many claims actually do you have on appeal and unpaid? You have 


+ 
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data here on page 12 that ought to be put into the record at this point, 
and your figures should be placed in parallel columns rather than in 
narrative form. 

Mr. GinuiLtLaNnp. Mind you, this is not our report. We are up 
here on somebody else’s report. 

Mr. Tuomas. Take page 12 of the justifications and put the infor- 
mation in parallel columns; the number of claims in the categories 
filed, the number paid off, and the number on appeal. Then we will 
have a complete picture. 

(The information requested above is as follows:) 
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POSSIBILITY OF APPEALS AWARDS NECESSITATING DIRECT APPROPRIA- 
TIONS 


Mr. GaiuitiaNp. I have no objection to these figures. I think 
they are probably accurate. I think that there are about 7,000 ap- 
peals there now. The figures of our predecessors in their budget 
a are 22,000. I think in the budget itself the figure of 15,000 
is used. 

The rate of appeals shows them to be coming in at 300 or 400 a 
week, and it would be impossible for us to say how many appeals 
there might be. We are inclined to look at 22,000 as a conservative 
figure, but there is a possibility of 35,000 or even 40,000 appeals 
might come in. 

ow, when we reexamine questions on appeal as a Commission; 
on a religious property claim, let us say, from the Philippine Islands, 
that might involve in itself and as a precedent $6 million or $7 million. 
I take it that this committee would be in agreement with us that the 
thing we have to examine into is the actual right of the matter, 
nothing else. If we should reexamine all those claims on appeal and 
if we should allow them all in full, every one of them in the amount 
claimed, and if we should allow the other claims on appeal in full, 
we would run out of money; but as I have said, I think that is very 
unlikely, because not only are we quite likely to affirm many of the 
legal decisions that have heretofore been made, but even if we did 
reverse them all on the legal propositions the chances are the actual 
awards on the question of damages would be below $45 million. 

I think that it would be unlikely that we would come over here on 
any claims in prospect now asking for any taxpayers’ money. 

r. Pures. Let me interrupt at this point. In a minute or so 
I am going to have to go to the policy committee meeting, and Mr. 
Jonas will take it from there. I hope that Mr. Jonas will ask about 
some of your categories of employees. 


TEMPORARY SUSPENSION OF AWARDS 


The committee has had letters from individuals referred to it, and 
questions from members who have had letters from people who, 
according to my understanding, have had claims before the Com- 
mission and have been notified the reason their claim was not settled, 
or taken up, was because there was not enough money. That cer- 
tainly cannot be correct. 

Mr. Kennepy. That may be possible. There was at one time, 
just prior to the enactment of Public Law 211, a point reached in the 

rogram where the amount of money in the fund was down so low 
or an intermediate period the awards were suspended until additional 
amounts were authorized to be transferred. 

Mr. Patuuirs. I think that is probably the answer to the question. 


VALUE OF CLAIMS FILED 


Mr. Jonas. Instead of using figures indicating numbers of claims, 
can you show it in dollars? I cannot see how you can say now that 
fat think you will have enough money to pay all claims when you 

ave not decided the last claim. 


; 
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Mr. GituinLaAND. You understand that the big claims are these 
wn property claims and claims of religious organizations in the 
Philippines for relief and support they gave to erican military 
personnel and American civilians hiding from the Japanese duri 
the war. The total number of these claims in money —is that hee, 
$70 million? 

Mr. McGuire. I do not have that. 

Mr. GiLuiLLanp. It would be substantially in excess of the amount 
we have left. 

, ee Jonas. When you say total, you mean if you add up all they 
aim 

+! Mr. GruuiLaNp. All they claim. But you have to bear in mind 

that these claims are inflated somewhat. I ought to be able to add 

some of those figures pretty quickly. 

» Mr. McGuire. Are you discussing the religious claims now, Mr. 

Chairman? 

Mr. GriLuiLLaNnp. That is correct. 

Mr. McGuire. I have this chart here. 

Mr. Jonas. Put in the record the total amount of claims in dollars. 

Mr. GrnuitiaNnp. The total amount claimed on section 7 (b) and (c) 
religious claims, that is, religious ay ge claims, is $53,611,461.63. 

Mr. Jonas. You mean that is the total? 

Mr. GILuiLtuaNp. The total claimed. 

Mr. Jonas. Some of those claims have been paid? 

Mr. GILuILLAND. Yes; but very few have been paid in full. Th 
have all been adjudicated, so-called, primary adjudication. I think 
only a limited number were allowed in full. 

Mr. Jonas. Can any more claims of that nature be filed? 

Mr. GriuitLaANnp. No; no more claims of that nature can be filed. 
The amounts disbursed on the allowances in full and in part made 
total $4,360,892.77. In fact, the allowances exceed that. 

Mr. Jonas. Can you prepare a table as an exhibit and furnish it 
to the committee showing dollar amounts instead of number of 
claims? Break it down. 

Mr. Kennepy. You mean you want it broken down into categories? 

Mr. Jonas. That is right. 

Mr. GILuILLAND. Here is one on the religious claims. 

Mr. Anprews. The chairman wants a table for the record showing 
the dollar value of these claims by categories. 

Mr. Jonas. So that the Members of the House can see how much 
is still involved in claims and how much is available, and that based 
on those figures you feel you will have enough money to discharge 
all the awards finally made. 

Mr. GrLuiLLaNp. I think we have all these figures. Mr. Kennedy 
has prepared some charts to show that. 

Mr. onas. We can look at the charts, but this will be a printed 
record and we would like to have a table. 

M. GiLuiLLaNnp. We shall be glad to furnish a table. 

Mr. ArmsBrustEeR. Do you want them as to sections? 

Mr. Jonas. Gross totals. 

Mr. Kennepy. Under Public Laws 896 and 303 there were 492,949 
claims received; claims adjudicated as of December 31, 1953, 365,730; 
claims disallowed as of December 31, 1953, 68,173; claims to be dis- 
allowed—this is an estimate—76,100. 
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Mr. GILuittaNp. What he wants is the dollar amount. 
Mr. Jonas. I think it will be necessary to prepare that in the form 
of a table so that is can be put in the record instead of having so much 


langu 
All right, sir. 
(The information requested above is as follows:) 


War claims fund analysis, Jan. 19, 1954 


Total deposits to the war claims fund (Dec. 31, 1953) $210, 000, 000. 00 
Withdrawals: 
Payment of claims, Bureau of Employ- 
ees’ Compensation $19, 046, 641. 84 
Payment of claims, War Claims Com- 
issi 179, 000, 000. 00 
Administrative expenses, Bureau of Em- 
loyees’ Compensation 435, 894. 71 
Administrative expenses, War Claims 
issi 3, 547, 385. br 


202, 029, 991. 48 
7 970, 008. 52 


Red 


Cable, Embassy at Mt anila 
Total redeposits 4, 021. 98 


Balance available, war claims fund (Dec. 31, 1953)___- 7, 974, 030. 50 
Funds required through June 30, 1955: 

Payment of claims, Bureau of Employ- 

ees’ Compensation $3, 497, 531. 45 
Payment of claims, War Claims Com- 

issi (1, 398, 499. 00) 
expenses, Bureau of Em- 

Lo Compensation 90, 000. 00 

expenses, 
515, 000. 00 


Total funds required through June 30, 1955 2, 704, 032. 45 


Balance, June 30, 1955—estimated savings 5, 269, 998. 05 


Estimated funds necessary subsequent to June 30, 1955 by 
slaaiohe of Employees’ Compensation for completion of claims 
10, 000, 000. 00 
5, 269, 998. 05 


Estimated additional funds required for war claims- _-- 4, 730, 001. 95 


Payment of claims, War Claims Commission 
Dec. oh 1953) 179, 000, 000. 00 
Fun ds expended as of Dec. 31, 1953__._ $133, 220, 034. 00 
Estimate of funds to be expended in 
future 44, 381, 467. 00 


Total estimated expenditures 177, 601, 501. 00 


Balance, payment of claims, Mar. 31, 
1955 


1, 398, 499. 00 


| 
Total 
to the war claims fund: 
chedule of collections No. 2—54____._-- $773. 17 
Schedule of collections No. 8—54______-- 925. 19 
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War claims fund analysis, Jan. 19, 1954—Continued 


Payment of claims, Bureau of Employees’ 
mpensation (Dec. 31, 1953) $19, 046, 641. 84 
Funds expended as of Dec. 31, 1953--.- $18, 229, 107. 00 
Estimated funds for expenditure through 
June 30, 1955 4, 315, 066. 29 


Total estimated expenditures through 
June 30, 1955 22, 544, 173. 29 


Additional funds required through 
June 30, 1955 3, 497, 531. 45 
Estimate funds required to complete claims 
10, 000, 000. 00 


Total funds required, yment of 
claims, Bureau of Employees’ Com- 
13, 497, 531. 45 


Balance, war claims fund, Dec. 31, 1953 7, 974, 030. 50 
Add: Estimated savings, payment of claims, 
War Claims Commission 1, 398, 499. 00 


9, 372, 529. 50 


Deduct: 

Administrative expenses, War Claims 
Commission, fiscal 1955 

Administrative expenses, Bureau of 
Employees’ Compensation, fiscal 1955_ 


605, 000. 00 
8, 767, 529. 50 


Estimated additional funds required by 
Bureau of Employees’ Compensation for 
completion of all claims payable 13, 497, 531. 45 


Additional funds necessary for deposit 
to the war claims fund 4, 730, 001. 95 
Mr. GrLuitiaNnp. I think, frankly, it may not be as helpful as you 
may think because some of these claims are so inflated. On these 
large religious claims the total amount claimed was nearly $60 million, 
and the actual amount allowed by the adjudicators was just a little 
over $5 million. Then it was reduced by the amounts they had re- 
ceived under the Philippine Rehabilitation Act of 1946. The amount 
disallowed under religious claims was $49,501,779. It is conceivable 
that this Commission might reverse the adjudicators and the award 
on these religious claims could be substantially increased or multiplied, 
but for them to ogee to a big figure such as claimed is unlikely. 
Mr. Jonas. the record. 


(Discussion off the record.) 


STATUTORY POWER TO DELEGATE AUTHORITY. 


Mr. Jonas. You made a statement in your original statement, 
Mr. Chairman, about which I would like to have further information. 
You said that the Commission has authority to appoint someone to 
hear an appeal. 

Mr. Gmtmanp. That is correct. 

Mr. Jonas. Do you mean some member of the Commission? 


| 
90, 000. 00 


207 


Mr. GruiLiaNnp. Or one of the employees, if necessary. The 
statute is amazingly broad on that. It seems to give the Commis- 
sion authority to delegate any authority we have whatsoever. I do 
not know how far a court would go in sustaining that very broad 


guage. 

Mr. Jonas. Do you customarily assign a number of cases to an 
individual rather than to the full Commission? 

Mr. Giuuitianpb. That is right. They are processing from 100 
to 110 appealed claims a week. An estimate was made by the General 
Counsel in July 1953, the previous Commission, that they would 
have to be equipped during 1954 and 1955 to process 3,000 claims a 
month. That is a lot of them, and in the nature of things it takes a 
lot of people to do it. Even if they were very simple, just the manual 
work of handling them takes time. 

Mr. Jonas. Does the Commission sit on claims as a body? 

Mr. Grtuitianp. We have not as yet sat on claims as a Commission. 
On claims involving large amounts of money and some very close 
legal questions, we feel perhaps the Commission should sit as a body. 


ATTORNEYS 


Mr. Jonas. I would like to direct your attention to the chart at 
page 1. It seems to me that you have quite a few lawyers in the 
Commission. In the Office of the General Counsel you have six 
attorneys. Then in the Appeals and Hearings Service you have at 
least 11. The Director, I assume, is an attorney, and the 3 members 
of the Appeals Council, 2 appellate attorneys, 3 appellate attorneys, 
4 attorneys, that is 13. That is about 19 lawyers in those 2 offices. 
Do you really have need for that many members of my profession? 

Mr. GILLILLAND. I think maybe we do but I want to say this on 
that point, that this is not our chart. We did two things when we 
took office as a Commission. The first thing we did was put some 
people to work to find out what we were spending money for, 
not because we had any suspicion of our predecessors, but to take 
inventory when we took over. Another thing we did was to put 
people we had confidence in to work to examine the system of admin- 
istration from one end to another. They have just about completed 
that work, but we would not be able to say that our method of opera- 
tion 30 days from now will remotely resemble what it is now. That 
is one thing we are taking a very close look at at the present time. 


APPEALS AND HEARINGS SECTION 


Mr. Jonas. In the Appeals and Hearings Section, are the Director 
and members of the Appeals Council the individuals to whom you 
—- the appeals, or what do they do? 

r. McGuire. Actually, all the attorneys presently in the Appeals 
and Hearings Service do process the appeals. There are presently 
two members, under the setup as it exists right now, who are in the 
Appeals and Heari Service who also sit on the Appeals Council. 
The third member of the Appeals Council is taken from the Office of 
the General Counsel. Some of those attorneys sit on the Council as 
ancillary duties. 


41872—54—pt. 1——_14 
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APPEALS COUNCIL 


Mr. Jonas. What does the Council do? 

Mr. McGuire. The Council is a quasi-judicial body that actually 
passes on the appeals and gives the appeal decision its finality. The 
appellate attorneys do the developmental work in the preparation of 

ose qpnees decisions and presentation to the members of the Appeals 
Council. In other words, we call it the Appeals Council. Up until a 
few months ago they were called Boards of Appeals and the predecessor 
Commission changed it to designate it Council on Appeals as dis- 
tinguished from Board of Appeals, but it is just a change of name. 


ADJUDICATORS 


Mr. Jonas. In each of the other boxes you have adjudicators. 

Mr. McGuire. Those are the ones who handle the claims initially. 

Mr. Jonas. After those adjudicators render a decision, if the claim- 
ant is not satisfied he enters an appeal? 

Mr. McGutre. Yes. 

Mr. Jonas. Then what is the procedure? 

Mr. McGutre. When the appeal is filed the appeal goes back into 
the Claims Service, where the adjudicators are, and it is processed on 
what we call a reconsideration. In other words, it is processed for 
obvious errors, clerical errors and so forth. If that is not the control- 
ling factor of the appeal, then the claim is sent to the Appeals and 
Hearings Service on appeal. 

Mr. Jonas. And that is when it is assigned to an appellate attorney? 

Mr. McGuire. Yes. 

; ae Jonas. Do the adjudicators file written reports of their deci- 
sions 

Mr. McGuire. No. The action goes up and the appellate attorney 
reviews that case de novo. 

Mr. Jonas. Do all claims come to the Aye Council? 
_Mr. McGutre. They are all processed through the Appeals Coun- 


cil. 

Mr. Jonas. After the reviewing attorney makes his decision, it is 
reviewed by the Council? 

Mr. McGuire. He presents it to the Council. 

Mr. GiILuILLANp. The larger and more important claims would 
come to the Commission itself and not the Council on Appeals. 
We have only given them that authorization to finally dispose of 
more common categories of claims. 


REDUCTIONS IN FORCE 


Mr. Jonas. Do you have a record as to the grades and sort of serv- 
ices rendered by the employees who have been released? 

Mr. McGurre. They have not yet been let out. 

Mr. GiLuiLLtanp. There was a time when this Commission had 
over 200 employees, and it is the difference between that and the 160 
you are thinking about, is it not? 

Mr, Jonas. You cannot reduce your section on appeals? 

Mr. Giuuittanp. No. That will have to be built up. 

Mr. Jonas. You will let out adjudicators? 
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Mr. Gituittanp. That is correct. 

Mr. Jonas. The principal work of adjudicators will have been 
completed? 

Mr. GriuuiLtiaNnp. That is right. We have twice as many claims 
on hand to adjudicate as was projected in the 1953 budget for adjudica- 
tion during fiscal 1953 on a budget of $950,000. We have twice as 
many yet to do as they had on that budget that year. but we still 
~— to get it done. 

{r. Kennepy. Using an estimate of cases that will be appealed, it 
will run roughly 20,000 to 22,000. 


WAR CLAIMS FUND 


Mr. ANpReEws. On page 3 I read the following language: 


The Department of Justice, pare, the Office of Alien Property, has, as of 
November 20, 1953, covered into the Treasury a total of $210 million, all of which 


sum has been deposited into the war claims fund. Disbursements from and 
reimbursements to the war claims fund have been made as follows: 


Payment of claims, War Claims Commission as of Nov. 20, 
3 


195. 
a of claims, Bureau of Employees’ Compensation as of 
ov. 20, 1953 18, 046, 641. 84 
Administrative expenses, War Claims Commission, 
ears 1950, 1951, 1952, 1953, and 1954 3, 547, 454. 93 
Administrative expenses, Bureau of Employees’ Compensation, 
fiscal years 1950, 1951, 1952, 1953, and 1954 435, 894. 71 


Total withdrawals 201, 029, 991. 48 


And you add to that proceeds from sale of equipment, War Claims 
Commission, $4,021.98, showing a balance as of November 20, 1953, 
of $8,974,030.50. 

I want to ask you, was that $210 million the total of all moneys 
paid into this fund? 

Mr. GrLuILLANb. That is the way I understand it; yes, sir. 

Mr. Anprews. There is a note at the bottom of page 3 stating: 

As of November 20, 1953, there was a balance in this payment of claims account 
of $46,666,228.07 available for the payment of claims certified by the Commission. 

These figures show an expenditure of $201,029,991.48 and a balance 
as of November 20, 1953, of $8,974,030.50. My question is, Where 
did the Commission get the $46,666,228.07 that you say is available 
for the payment of claims certified by the Commission? 

Mr. Gruuiianp. I had a little trouble puzzling that out myself. 
In the first instance, the item of $4,021.98, proceeds of sale of equi 
ment of the War Claims Commission, should be subtracted from the 
$201,029,991.48 rather than added. That is an asset. 

Mr. AnpreEws. That is added to the $210 million? 

Mr. GituiiaNp. That is right. 

Mr. ANpDREws. So that you have had a total paid into this fund of 
$210,004,021.98 instead of $210 million? 

Mr. GitumiaNnp. Yes. I think they have an account they call the 
payment of claims account. The $179 million has not in fact been 
disbursed. There has merely been a transfer from the $210 million 
of $179 million to the so-called payment of claims account. The $46 
million that you find below in the note is included in the $179 million. 
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Mrs. Pace. If you will look at the chart between pages 5 and 6 
you will find the $210 million was probably brought in the trust fund 
receipt account, and the War Claims Commission has $179 million in 
its account, and they have paid part of that. 

Mr. AnpREws. You have not fully spent the $179 million? 

Mr. No. 

Mr. Anprews. And you feel the $46 million available is a part of 
the $179 million? 

Mr. GruuiLLaNp. That is correct. 

Mr. Kennepy. That balance as of December 31, is $45,776,966.06. 

Mr. Anprews. That is all that is left in the fund, $45 million plus? 

Mr. GituriaNnp. No. That is all that is left in the payment of 
claims account. There would still be this balance of $8 million. 

Mr. ANpREws. You would have roughly $54 million? 

Mr. GiuLiLLAND. Yes, except that $8,974,030.50 has not been 
allocated to us. 

Mr. Anprews. The unallocated balance as of November 20, 1953, 
from the total of allocated funds of $210,004,021.98, was $8,974,030.50? 

Mr. GitumLLANp. That is right. 

Mr. Anprews. That can be allocated to the War Claims Com- 
mission by the Treasury Department? 

Mr. Gruurm.anp. I presume it can. Again we would have to get 
back to a study of what demands might be made on it by the Bureau 
of Labor. There has been authorized by Congress the additional 
sum of $15 million that has not been authorized for transfer by the 
Bureau of the Budget, but the Alien Property Custodian, subject to 
that, is authorized by Congress to transfer an additional $15 million 
to the war claims fund. 

Mr. Kennepy. Which has not yet been deposited. 

Mr. Anprews. That, added to the $54 ion, would give a total 
of $69 million or $70 million with which you can pay these claims? 

Mr. GILuiLLANb. That is correct. 

Mr. AnprEws. What is your best guess as to the total amount of 
remaining claims either filed or to be filed against the Commission? 

Mr. GituILLaNp. Do you mean the claimed amount or the amount 
likely to be awarded? 

r, ANpREws. The amount likely to be awarded. 

Mr. GrLuiLLANp. That is a pretty rough one. 

Mr. ArmBruster. We cannot pretry these cases. These cases 
have been turned over to us by a prior commission. They have to be 
reviewed. 

Mr. AnprEws. Could you tell me what is the total amount of claims 
pending now? 

Mr. GruiLLanp. We have now 76 religious property claims on 
appeal that amount to above $40 million. 

r. Jonas. That will be put in the table which will be furnished 
for this record. 

Mr. ANpREws. Do you know what was the total amount collected 
by the Office of Alien Property Custodian and turned over to the 
Treas Department? 

Mrs. Pace. You mean for the War Claims Commission? 

Mr. AnpreEws. No, the total amount the Alien Property Custodian 
collected and turned over to the Treasury. 

Mr. GruuitLaNnpb. There is a figure on that in the section 8 report. 
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Mr. AnpreEws. I have an idea around $12 billion. 
Mr. GruuitLaNnp. No, I think between $400 million and $500 million. 


PERSONAL SERVICES 


Mr. Jonas. Mr. Gillilland, I understood you to say the chart follow- 
ing page 1 was a projection of your number of employees for this 
budget beginning next July 1? 

r. GILLILLAND. That is what I have understood it to be, yes, sir. 

Mr. Jonas. You stated, as I recall, that you expected to have an 
average number of employees in the new year of 87, yet when I add 
these totals up I get 156. 

Mr. GituiLLaNnp. That is interesting. I have not done that. 

Mr. Kennepy. The figure we projected was 146 employees on a 
full annual basis. We plan to go out of business March 31, 1955, so 
there would be an automatic one-fourth year lapse, which would be 
36 positions. We intend to complete the primary adjudication by 
October 31, 1954, and when you allow an additional adjustment for 
lapses in those positions it comes to 23 positions, so 36 and 23 would 
make 59 and 59 from 146 gives you this 87 which is an average figure. 

Mr. Jones. What is the difference between your Executive Direc- 
tor and your Administrative Officer? 

Mr. GuuumLANp. The Executive Director has supervision over 
almost everything in the place except the legal shop. That is, the 
payment of claims activities come under him, as does the shop of the 
Administrative Division. 

Mr. Jonas. You also have a separate personnel officer? 

Mr. GILuiLLAND. That is correct. 

Mr. Jonas. Who handles only personnel matters? 

Mr. Yes. 

Mr. Jonas. And then you have a fiscal officer with several clerks? 

Mr. GILLILLAND. Yes. 

Mr. Jonas. What is the Administrative Services Section? 

Mr. GriLuiLLANbD. The Administrative Services Section manages all 
the processing of the claims. From the time the claims come in they 
are under the control of the Administrative Services Section in their 
routing to the various claims groups that handle them. 

Mr. Jonas. Could not the administrative officer handle that? You 
have 19 people in the Administrative Services Section and 5 in the 
Administrative Division. 

Mr. GILuILLAND. They also handle most of the correspondence and 
that is quite voluminous. A great many inquiries come in about 
claims and things of that sort. But we are hoping we can improve 
that situation and we will have some new charts before the Commis- 
sion for examination very soon. 

Mr. Kennepy. In support of the Claims Service activities, the 
General Services group takes care of the receipt of the files as they come 
in and they set up the control record and maintain control to and from 
the Claims Service, and then back again for the preparation and 
scheduling of checks paid to the Treasury as a result of awards made. 
So in a large measure it is a supporting activity of the actual Claims 
Service’s primary adjudication operation. We have that organized 
so that it is in our shop. 
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Mr. Jonas. Have you been discussing the Claims Service Section? 
_ Mr. Kennepy. No, sir. You asked about Administrative Services. 

Mr. Jonas. How do you distinguish that activity from your Claims 
Service Section? What do the people in the Claims Service Section do? 

Mr. Kennepy. The people in the Claims Service Division try to 
divide their work so that it would be primarily to get the claims out 
of the way. We have maintenance of files and preparation of control 
records and preparation and scheduling of checks, and so forth, under 
the Administrative Services. 

Mr. Jonas. In the Administrative Services? 

Mr. Kennepy. Yes. 

Mr. Jonas. But I am speaking about the Claims Service Division. 
What do they do, the Director and Deputy Director? 

Mr. Kennepy. The Director and Deputy Director are concerned 
with applying, in carrying out their primary adjudication activities, 
— legal criteria that have been set previously by the General Counsel’s 
office. 

Mr. Jonas. What does the Director of Claims Service do? What 
work does he perform? 

Mr. Kennepy. He is the planning officer who plans the long-range 
operation in terms of peak workloads and determines where adjust- 
ments can be made here and there to effect the adjudication of those 
claims by deadlines. That is the way it happened in the past, sir. 

Mr. Jonas. You have two Prisoner of War Claims Sections. Why 
do you have two sections on that? 

Mr. GrituiLuaNnp. Might I interject here, I hate to reiterate on this 

int, but I do not like to be in the position of defending this chart 

cause it is a thing we are reviewing and think improvements can 
be made on it. All we could do would be to say that as we understand 
it the reason the previous Commission arranged it this way was so 
and so. The reason on that particular point is that there are different 
categories of prisoner of war claims, and the problems that would 
exist as to Filipino prisoners of war—that is, Philippine soldiers taken 
into the Army of the United States under the order of the President 
in 1941 and carried out by subsequent directives of General Mac- 
Arthur—are a little different from those of American prisoners of war. 
Another division is between the Public Law 896 $1 food claims and 
Public Law 303 claims, which arose from mistreatment of prisoners 
of war. The section 303 claims came about as a result of an amend- 
ment enacted by the 82d Congress. 

Mr. Jonas. Well, as a matter of fact, if you figure this request on 
the basis of only three-quarters, you are not much below last year’s 


— are you? 
r. Gruur ann. No. Bear in mind the former Commission 
missed their 1954 production estimate by 111,000 claims. 

Mr. Kennepy. Last year there was authorized $850,000 for 
administrative expenses. 

Mr. Jonas. What is three-fourths of that? 

Mrs. Pace. $637,500. 

Mr. GriiiLLanp. In addition the number of appeals processed 
during that period was very nominal, whereas we run into thousands 
of appeals, and that requires greater attention and greater deliberation 
than the original processing. 
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OTHER CONTRACTUAL SERVICES 


Mr. AnprREws. Why are you requesting an increase of $4,000 for 
other contractual services over the 1954 budget? That is shown on 
table No. 1. 

Mr. Kennepy. I will break that down for you: $3,000 is requested 
for expert consultants to advise with our appeals staff. 

Mr. AnpREws. Why is it necessary to have experts? 

Mr. Kennepy. That is in connection with section 7 (d), religious 
roperty claims, that amount to over $50 million, and they would 
e of the type who would be architectural people and construction 

engineers so that they could advise our legal folks as to what the cost 
of replacements of these facility and plant layouts would be. 

Mr. Anprews. Is this the first year you have had to have experts? 

Mr. Kennepy. No, sir. We have had them in the past. 

Mr. AnpreEws. And most of that $4,000 would be for experts? 

Mr. Kennepy. $3,000 would be for the experts. And $6,500 is 
requested for the installation of the card-punch system to develop 
statistics that we plan to include in the final report of the agency 
upon its liquidation. 


SERVICES PERFORMED BY OTHER AGENCIES 


Mr. ANpREws. What about the increase of $7,300 for services 
performed by other agencies? Why the increase from $9,000 to 
$16,300 for next year? 

Mr. Kennepy. $9,000 of that would go to the Tariff Commission 
for duplication and reproduction services. 

Mr. AnpreEws. Reproduction and duplication of what? 

Mr. Kennepy. Of reports and opinions and memoranda and things 
of that kind that we use internally and for the semiannual reports. 

Mr. ANprews. What use do you have for services of the Tariff 
Commission? 

Mr. Kennepy. The Tariff Commission provides, on a mutual 
cooperative basis, our duplication and reproduction services, and we 
reimburse them for that. 

Mr. Jonss. That is because they have the facilities? 

Mr. Kennepy. Yes, sir. 

Mr. Anprews. $9,000 will go to the Tariff Commission? 

Mr. Kunnepy. Yes. $5,240 is requested for reimbursement to the 
General Services Administration to cover labor and materials involved 
in painting the offices and taking down and putting up partitions, and 
moving and installing equipment. 

Mr. AnprEws. To be done when you vacate your offices? 

Mr. Kennepy. That would involve part of it; yes. They would 
have some partitions, I imagine, they would want to put up. 

Mr. AnprEws. Do you plan any improvements in your office before 
you leave in March 1955? ; 

Mr. Kennepy. Tentatively we are having them painted; yes, sir. 

Mr. AnprEws. What building do you occupy? 

Mr. Kennepy. The Tariff Commission Building between Seventh 
and Eighth Streets on E Street. 

Mr. Anprews. What is the balance for? 

Mr. Kennepy. $900 is to repay the agency that furnishes our 
health services to us. That is figured on a cost of $9 per employee. 
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Mr. Anprews. Mr. Chairman, do you think you will be able to 
meet the deadline for closing this agency? 

Mr. GILuILLAND. That is correct. 

Mr. Anprews. Which will be March 31, 1955? 

Mr. GrILuILLANnp. That is correct. 

Mr. Anprews. Off the record. 

(Discussion off the record.) 

Mr. Jonas. Thank you, gentlemen. 


Monpay, JANUARY 11, 1954. 


SECURITIES AND EXCHANGE COMMISSION 


WITNESSES 
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BYRON D. WOODSIDE, DIRECTOR, DIVISION OF CORPORATION 
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ROBERT A. McDOWELL, DIRECTOR, DIVISION OF CORPORATE 
REGULATION 

WILLIAM H. TIMBERS, GENERAL COUNSEL 

WILLIAM E. BECKER, DIRECTOR OF PERSONNEL 

JAMES J. RIORDAN, BUDGET OFFICER 


Amounts available for obligation 


1953 actual 


Appropriation or estimate $5, 245, 080 
Reimbursements from other accounts. 88, 510 


Total available for obligation 5, 333, 590 
Unobligated balance, estimated savings —1, 


Obligations incurred. 5, 332, 182 


Obligations by activities 


Description 1953 actual | 1954 estimate 


Direct Obligations 


1. Administration of full disclosure provisions of the securities 
$1, 113, 315 $1, 113, 315 


1, 750, 042 
265, 521 
363, 822 


548, 623 
445, 115 


4, 825, 000 


4 | MS 1954 estimate | 1955 estimate 
$5, 000, 000 $4, 825, 000 
38, 000 24, 000 
EE 5, 038, 000 4,849, 000 
1955 estimate 
. The prevention and suppression of fraud in securities 
3. Supervision and regulation of securities markets (stock 
exchanges and over-the-counter markets) ...._...........- 272, 325° 265, 521 
4. Regulation of public utility holding companies and invest- 
5. Assistance to courts in corporate reorganizations under 
ch. X of the 243, 714 236, 067 
6. Preparation of operational and business statistics... .._...-- 184, 967 155, 020 
7. Executive and staff functions.................-..-....-...-- 561, 731 587, 682 | 
8. Administrative services... 459, 021 445, 115 
Total direct obligations...............-.-.---.----..---- 5, 243, 672 5, 000, 000 | 
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Obligations by activities—Continued 


Description 


1953 actual 1954 estimate | 1955 estimate 


Obligations Payable Out of Reimbursements From Other 
Accounts 


1, Administration of full disclosure provisions of the securities 


2. The prevention and suppression of fraud in securities 


4. Regulation of public utility holding companies and invest- 
ment companies.. 
Preparation of operational and business statistics 
7. Executive and staff functions_..______ 
8. Administrative services 


Total obligations payable out of reimbursements from 


other accounts 


“5, 332, 182 


4, 849, 000 


Obligations by objects 


Object classification 


1953 actual 


1954 estimate | 


1955 estimate 


Summary of Personal Services 


Total number of permanent posi 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 


Personal service obligations: 
Permanent positions____ 
Regular pay in excess of 52-week base_._._._______ 
Payment above basic rates 


Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Supplies and ma 
Equipment 

Taxes and assessments 


Total direct obligations 
Obligations Payable Out of Reimbursements From Other Accounts 


Total obligations payable out of reimbursements from 
other accounts 


Obligations incurred 


$5, 025, 055 
18, 700 
1, 665 


5, 045, 420 


4, 959, 720 
88 


38, 000 | 


24, 000 


5, 332, 182 


5, 038, 000 | 


4, 849, 000 


| 
| | 
transactions 26,107 | $6, 940 | $6, 940 
6, 566 | 
20, 853 | |........ 
| 25, 353 | 18, 673 | 15, 660 
1, 708 | 1, 400 | 1, 400 
| 
| 
pabcaiesnies $4, 672, 600 | $4, 486, 800 
ams 18, 200 | 17, 000 
1, 600 | 1, 600 
Total personal service obligations_-_._..................- Fs 4, 692, 400 | 4, 505, 400 
Direct Obligations iia 
| 
Nh cierincncnthonaGVtenscnangurtannauscalaa 4, 654, 400 | 4, 481, 400 
85, 070 104, 700 | 104, 700 
16, 076 12, 400 12, 400 
10, 256 14, 000 | 14, 000 
56, 360 60, 000 | 60,000 
1,892 | 1,000 1, 000 
1, 935 | 2,000 2,000 
01 Personal services.............-.-------0------------------ 85, 700 38, 000 24, 000 
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Analysis of expenditures 


ts 
Obligated balance carried to certified claims account 
Unliquidated obligations, end of year 


Total expenditures 
Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations 


Mr. Putuuirs. We have the Securities and Exchange Commission 
before us this morning. The Chairman, Mr. Demmler; Commis- 
sioners Rowen, Adams, Armstrong, and Goodwin; and seven of the 
staff, Mr. Tait, Mr. Lund, Mr. Woodside, Mr. McDowell, Mr. 
Timbers, Mr. Becker, and Mr. Riordan are all present. How many 
members of your Commission are new since last year? 

Mr. Demmuer. Mr. Armstrong, Mr. Goodwin and I are new on the 
Commission. 


BACKGROUND OF NEW MEMBERS OF THE COMMISSION 


Mr. Putuurrs. It is the custom of this subcommittee to ask new 
members of a commission to give us a thumbnail sketch of their 
background. We do not want your life history, but just what your 
business activities have been, your personal activities, your associa- 
tions before you came on the Commission. We would be glad to have 
you do that for us now if you will. 

We will take you first, Mr. Demmler, as Chairman. 

Mr. DemMter. I became Chairman of the Commission on June 17, 
1953. 

Prior to that time for a period of a little over 10 years I had been 
first associated, and later a partner, of the law firm of Reed, Smith, 
Shaw & McClay in Pittsburgh. 

During that 10-year period I specialized more or less in corporate 
work and had considerable experience in filing registration state- 
ments under the Securities Act of 1933 and proxy soliciting material 
under the Securities and Exchange Act of 1934. 

Prior to that time, I spent 2 years as a trust officer of Common- 
wealth Trust Co. of Pittsburgh, although I was also engaged in some 
legal practice, and for the 13 years prior to that I had been practicing 
law in Pittsburgh, having been admitted to the bar in 1928. 

Perhaps I had better start at the other end of the line now. I was 
born in 1904 in Pittsburgh, educated in public schools there, was 
graduated from Alleghany College, Meadville, Pa., in 1925 and from 
the University of Pittsburgh Law School in 1928. 

I started to practice in 1928 although part of my first year at the 
bar I spent teaching at the law school. 

Mr. Pxiuurrs. That is a good background. 

Now we have Mr. Armstrong. 


1953 actual | 1954 estimate | 1955 estimate 

Unliquidated obligations, start of year__..................-..- $460, 530 $283, 747 $200, 000 

5, 332, 182 5, 038, 000 4, 849, 000 

: 5, 877, 770 5, 321, 747 5, 049, 000 

SEES 88, 510 38, 000 24, 000 

46, 036 4, 000 5, 000 

saints 283, 747 200, 000 195, 000 

 aneiinewetsasencoteds 5, 459, 477 5, 079, 747 4, 825, 000 

ae Se 5, 073, 265 4, 838, 200 4, 663, 000 

Sack 386, 212 241, 547 162, 000 
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Mr. Armstrona. Mr. Chairman, may I, sir, chronologically give 
you the story. 

I was born in New York City in 1915 and I was educated in private 
schools there and at Milton Academy, Milton, Mass. From there 
I went to Harvard College from which I graduated in 1928, and from 
there to Harvard Law School from which I graduated in 1941. 

I took the New York State Bar examination in 1941 and passed it 
but I never was admitted in New York because I went to Illinois where 
I was admitted to the bar in the summer of 1941 and was employed 
by a law firm called Isham, Lincoln and Beale, of which I became a 
member in 1950. I was in the Navy during 1945 and 1946 where I 
was assigned to duty in the Assistant Secretary’s Office as one of the 
commissioned legal officers in the General Counsel’s Office in the Navy 
Department. 

In 1953, on July 16, I became a member of the Securities and Ex- 
change Commission. 

Mr. Puiturps. Mr. Goodwin? 

Mr. Goopwin. I was born in Anniston, Ala., in 1911. I attended 

ublic school in Alabama and graduated from Princeton University 
in 1934 and Harvard Business School in 1936. 

Upon graduation from business school I went to work for Dillon, 
Read & Co., investment bankers in New York City. 

In 1940 I was called to active duty in the Army where I served for 
5 years, and in 1946, when I left the Army, I became vice president 
and director of the Anniston National Bank. 

I became a member of the Commission on July 16, 1953. 

Mr. Puitiuips. Mr. Andrews, is Mr. Goodwin from your district? 

Mr. AnpreEws. He is from my State and he has a oat background. 

Mr. Jonas. Mr. Rowen and Mr. Adams came in after we started. 

Would they like to dictate for the record a brief summary state- 
ment of their experience, background, and so forth. 

Mr. Rowen? 

Mr. Rowen. I was born in Boston in 1899. I was admitted to the 
bar in Massachusetts in 1925. 

I came to work for the Commission as an attorney in 1936. I was 
appointed a Commissioner in May of 1948 and reappointed in 1950. 

Mr. Jonas. Mr. Adams? 

Mr. Apams. I was born November 1, 1905, in the State of Maine, 
and upon completing public schools and business school I went into 
the investment business, in Hartford, Conn., from 1925 to 1931, and 
from 1931 to 1950, I was the securities administrator for the State of 
Connecticut. 

I was appointed to the Commission May 12, 1952. 

Mr. Putturps. Mr. Demmler, do you have a prepared statement or 
a formal statement? 

Mr. Demmter. Yes. 

Mr. Patties. How much will duplicate what is in this justification? 

Mr. Demnter. Practically none of it. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, my name is Ralph 
H. Demmler. I am chairman of the Securities and Exchange Com- 
mission. I am appearing this morning to explain our 1955 budget 
estimate. 
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ESTIMATES, 1955 AND APPROPRIATIONS, 1954 


The President has recommended an appropriation of $4,825,000 for 
the Securities and Exchange Commission for the 1955 fiscal year 
which is $175,000 less than our appropriation for the current year an 
$420,080 less than our appropriation for fiscal 1953. 

Mr. Puriurps. You requested $5 million, and after the revision b 
the new administration’s Bureau of the Budget you received $5 mil- 
lion for the current year and you ask $4,825,000 as your estimate for 
next year. 

Mr. Dem er. This is $175,000 less than our appropriation for the 
current year and $420,080 less than our appropriations for fiscal 1953. 

pee. HILLIPs. Do you expect to have any money left over from 
1954? 

Mr. Rrorpan. No, sir. We went into this fiscal year quite over- 
obligated. We are getting our obligations almost equal to appropria- 
tions for this year. I doubt seriously if there will be an anobligated 
balance to any extent in the appropriation. It may be $1,000 or so, 
but that is about all. 

Mr. Goopwin. We are still in the hole, though. 

Mr. Rrorpan. Yes. 

PERSONNEL 


Mr. The suggested of $4,825,000 will pro- 
vide for an average employment of 717 in fiscal 1955, as compared 
with an average employment of 744 this year (723 at December 31, 
1953) and 813 in fiscal 1953. The Commission’s original request sub- 
mitted to the Bureau of the Budget for fiscal 1955 had been $5,124,760. 

Mr. Puriuuirs. Your estimates of personnel do not correspond ac- 
tually with the statement. It is not important but you are asking for 
a total of 722 less some lapses. That makes 717. 

Mr. Demmuer. That is what I said, sir. 

Mr. Paiuurps. I beg your pardon. 

Mr. Demmter. I said 723 as at December 31, 1953. In other 
words, we are coming down toward the estimated number. 

Mr. Pairs. Very well. 

Mr. Demuerr. I am not complaining about the cut in the sug- 
gested appropriation. We are presently adjusting our work program 
to conform with the amount the President recommends. I want to 
make it clear to the Congress and the public, however, that the actual 
amount of protection afforded to the investing public by the acts 
administered by our Commission depends in large measure on the 
Commission’s having a staff adequate to do the enormously complex 
job which the Congress gave it. 

In allocating available personnel, we give preference to so-called 
time-schedule work which deals with the processing of registration 
statements and applications relating to the raising of capital. It is 
literally true that the mechanism of most publicly offered financing in 
jy bongs States is geared to our Commission’s meeting its time 
schedules. 
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SIMPLIFY FORMS 


To relieve our workload in such a way as not to prejudice the inter- 
est of investors the Commission is engaged in trying to simplify forms, 
to eliminate duplicative filings in the few cases in which there is such 
duplication and to eliminate entirely some filings which are not suffi- 
ciently important to justify requiring them. 


ENFORCEMENT PROGRAM 


We are going to try to maintain a vigorous and better coordinated 
enforcement program. But coordination alone is without value unless 
we have the investigators, inspectors, and travel money, with which to 
operate. To the extent that the simplifications and curtailments men- 
tioned above do not cut our expenses down to the amount of our ap- 
propriation, we will have to make ends meet largely by curtailing en- 
forcement activities. This is unfortunate because if it becomes 
generally known that we do not have the money to support a reason- 
ably adequate enforcement program, fraud and unfair practices are 
bound to increase. 

I should like to mention briefly a few specific points about our oper- 
ating divisions and regional offices. 


COSTS 1958, ALLOTMENTS 1954, CHANGES 1954, AND TOTALS FOR 1955 


I call your attention to the table appearing at page 4 of our justifica- 
tion. That table shows, for each division and office, the manpower 
and money expended in fiscal 1953, the 1954 personnel and money 
allotments, proposed changes for 1955, and the total for 1955. Itisa 
one-page summary of the estimate. For reasons which I shall explain 
later, there may be some minor shifts of personnel from one function 
or one division to another. 

(The table is as follows:) 
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DIVISION OF CORPORATION FINANCE 


The Division of Corporation Finance is listed first in the table. 
Approximately 70 percent of the time of the staff of this Division is 
spent in processing, examining, and acting upon registration state- 
ments (including prospectuses) filed under the Securities Act of 1933 
or the disclosure provisions of the Investment Company Act of 1940, 
in the analysis of other documents related to new financing, and in 
examining proxy soliciting material. All of this work must be com- 
pleted within brief time limits fixed either by statute or to meet the 
time schedules of registrants. The remaining 30 percent of their time 
is spent in examining annual, quarterly, and current reports, reports 
to stockholders, ownership reports and sales literature, which are 
required to be filed with the Commission under the Securities Exchange 
Act or the Investment Company Act. 

Mr. Puitires. What is the number of reports included in that 
30 percent? 

Mr. Dremmter. I wouldn’t be able to answer that question. It 
would involve comparing apples and bricks because there are some 
short, one-page documents and some documents of many pages. 

Mr. Continue. 

Mr. Demmter. No time limit is imposed on the examination of these 
er 5 ak filings. Recently, however, we administratively fixed a time 
imit for clearing each type of filing. The limit ranges from 1 month 
for sales literature to 7 months for annual reports. 

Mr. Puruures. Seven months to clear a report? 

Mr. Demmuer. No; but to examine it. Each company which has 
filed a registration statement under the Securities Act of 1933 is 
required to file annual reports, and each company which is listed on 
a national securities exchange is required to file a so-called form 10-K 
annual report. These reports go into the public file. 

Mr. Putuurrs. It seems to me that a 7-month delay would minimize 
the value of the report. 

Mr. Demmurr- A copy of the report is also filed with the stock 
exchange on which the security is listed. 

Moreover they go into the Commission’s public file so that the 
public, the rating agencies, and the stock exchanges have instan- 
taneous access to the report and our examination is merely for compli- 
ance with the rules. 

Naturally the value of an unprocessed document is not quite so 
great as the value of a processed document. 

However, the document is publicly available on filing, notwith- 
standing the fact that it has not been checked. We have no action 
to take on such reports. 

Mr. Putuurps. right. 

Mr. Demmter. Perhaps you have noted from our justifications 
that the accumulation of unfinished examining work which had been 
earried for many years, no longer will exist after the close of the 
current fiscal year. This can be attributed to three facts: 

First. The regulatory functions under the Investment Company 
Act were transferred from the Corporation Finance Division to the 
Division of Corporate Regulation, without the transfer of any per- 
sonnel. This relieved the division of 8 to 10 man-years’ work per 
year; 
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Second. The staff spent many hours of uncompensated overtime in 
examining this material; and 

Third. The Commission eliminated the so-called 9—-K quarterly 
report of gross sales and revenues. This act eliminated 9,000 pieces 
of paper each year. The Commission has adopted some, and pro- 
poses to adopt other, revised and more simple forms for use in re- 
porting information to the Commission. 

There is always some element of uncertainty in estimating the 
workload of the Division of Corporation Finance since it depends upon 
the volume of new financing. Moreover the processing of offering 
circulars used in connection with exempt issues of $300,000 or less 
under so-called regulation A presents an additional element of uncer- 
tainty. The regulation in its present form was adopted in March 1953 
and makes mandatory the use of an offering circular containing 
certain basic information. This regulation supplanted former regula- 
tion A which required the filing of an offering circular if one was used 
but did not make such use mandatory. There were widespread com- 
plaints about the administration of former regulation A since different 
regional offices used various standards in reviewing the offering 
circulars filed with them. The new regulation has worked well but 
for the time being it imposes additional burdens on the Washington 
office which collaborates with the regional offices in the review of 
offering circulars filed under the present regulation. It is our intention 
to pass back to the regional offices responsibility for the administra- 
tion of regulation A as soon as uniformity of processing has been 
achieved. 

We felt it was necessary to have a sort of parallel processing of these 


offering circulars under the present regulation A. When we get it 


back to the —— offices we will be in a position to provide better 


service to small business on the local level. As I will subsequently 
indicate in the discussion of regional offices, this may entail some minor 
shift in personnel. 

The budget estimate provides a total of 151 positions for the Division 
of Corporation Finance for 1955, of which 113 are for the professional 
staff and 38 are clerks and stenographers. This is the same as the 
number of positions allotted for 1954. We believe that 151 positions 
are the minimum with which this division can be expected to keep the 
incoming work current, as we plan to do. Moreover, we have not 
finished by any means our restudy of many forms, rules, and pro- 
cedures. These studies themselves involve the use of top-level per- 
sonnel as well as extensive clerical assistance. 

The matter of changing any of our rules and forms is a matter 
which must be handled with technical accuracy. In other words, a 
change in one form may involve a compensating or corresponding 
change in other forms. It may be that something we would like to 
simplify we will be unable to because of mandatory provisions of the 
statute. So any form changing in which we indulge is a matter which 
involves extensive conferences between the Commission and high- 
level members of the staff. That uses up a great deal of time, so the 
very act of simplifying rules and forms does involve a drain on per- 
sonnel during the simplifying period. 


41872—54—pt. 1——15 
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DIVISION OF TRADING AND EXCHANGES 


The next operating division is the Division of Trading and Ex- 
changes for which we are asking 89 positions—48 of them are profes- 
sional and 41 are clerical. This is two clerical positions less than is 
allocated to the Division this year. The Division is assigned a variety 
of functions, such as the registration and regulation of stock exchanges, 
broker-dealer firms and investment advisers; the observance of price 
movements of stocks traded in the securities markets to discover, or 
prevent if possible, fraudulent trading practices. It also supervises 
the enforcement program and the broker-dealer inspection program, 
which are carried out by the staff of the regional offices, 

Another function of the Division concerns the preparation of 
statistical data for use in the administration of the Commission’s 
statutes and the compilation and publication of financial data as a 
ners of the Government’s overall statistical program. The latter is. 

one jointly with the Federal Trade Commission and the Depart- 
ment of Commerce under the guidance of the Bureau of the Budget. 
The Commission during the fiscal year cut the number of employees 
in the Branch of Industry and Financial Analysis from 31 to 23, a 
saving of about $28,000. Commissioner Goodwin, as a one-man 
task force, looked into each statistical tepect carefully and object- 
tively and discussed his conclusions with the Commission. He con- 
sulted with the Bureau of the Budget many times and with represen- 
tatives of the Federal Reserve Board, and the curtailed statistical 
program presently maintained is in our opinion meritorious and repre- 
sents the obligatory contribution of our agency to the Government’s. 
overall 

Mr. Putuurrs, Clarify that a little bit. On page 29 of the justifi- 
cations, I note that you are asking for 23 positions for next year; 
but you show 23 positions as of now. That is no reduction. Your 
reduction, then, is from last year; 

Mr. Demmuer. That is right. We made our reduction during this 
fiscal year. We started the year with 31 and we cut it down during 
this past summer from 31 to 23. 

Mr. Puuiturrs. Column No. 3 in the tabulation represents the 
number of employees as of now, or, rather, as of December 31. 

Mr. Demauer, Yes. It gives effect to a reduction in force b 
which we reduced the number of employees in that particular b 
from 31 to 23. 

Mr. Putuutps. Can you say offhand, Mr. Riordan, what is the num- 
ber of employees in Securities and Exchange Commission as of 
this moment 

Mr. Riorpan, 723. 

Mr. Pures. Then instead of showing 749, as you do on the 
sheet, you have actually reduced it below the estimate as it appears | 
in column 3? 

Mr. Riorpan. Yes, sir. We went into the current fiscal year with 
772 Pee le on the rolls, and we have gradually cut down. We had 
an RIF in August, and there have been 5 or 6 resignations each 
month since then. The first half of the year we were above the 
average and the last half of the year we will be below the average. 
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Mr. Puiturps. I didn’t mean to interrupt you, Mr. Demmler. 


Continue. 
DIVISION OF CORPORATE REGULATION 


Mr. Demmunr. Next is the Division of Corporate Regulation. 
This Division = ay the various regulatory functions under the 
Public Utility Holding Company Act and the Investment Company. 
Act. It also performs functions under chapter X of the Bankruptcy 
Act and supervises activities of the regional offices under this act. 
There is a table on page 33 of the justifications which shows the man- 
years expended in 1952 and 1953 and the projected expenditure of 
man-years for 1954 and 1955 for each function in which the Division. 
is actively engaged. 

(The table is as follows:) 
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From the totals at the bottom of the table you will see that the 
number of positions assigned to the division have dropped from 90 in 
1952 to 75 in 1953, then to 60 for the current year and another drop 
to 54 is proposed for 1955. This represents a 40 percent decrease in 
positions between 1952 and 1955. The Division has also taken over 
the regulatory duties under the Investment Company Act without 
any transfer of personnel. These new duties will consume at least 8 
man-years of work in 1955 and perhaps more. 

The growth of investment companies (436 companies with assets of 
$2,500 million on June 30, 1951; 369 companies with assets of $7 
billion June 30, 1953), plus the complexity and number of the Com- 
mission’s powers and duties under the Investment Company Act, 
make it impossible to forecast the workload accurately. Furthermore, 
section 14 of the Investment Company Act empowers the Commission 
to make certain studies of investment companies and to make recom- 
mendations to the Congress. The Commission has no preconceived 
views on the subject of investment companies; but their growth, their 
expanding sales preanees, and the Commission’s manifold powers 
under the act all indicate the wisdom of putting together enough 
information on the subject to provide an overall objective and current 
view of this field of the Commission’s jurisdiction. The Commission 
contemplates that the Division of Corporation Finance and the 
Division of Corporate Regulation would cooperate in any such study 
and that approximately 2 man-years would be required. No specific 
provision for such a study is made in the justification, but we hope 
to be able to allocate necessary manpower for the purpose. 

The Investment Company Act was passed in 1940. This is a very 
detailed act. Securities of investment companies are being quite 
aggressively sold. We have many regulatory duties to perform under 
the act and it would appear that we ought to, the new administration 
particularly, climb up on the hill once and take a look at these com- 
panies on a broad overall basis. 

This reduction in personnel in the Division of Corporate Regula- 
tion is possible because the reorganization and simplification proceed- 
ings under section 11 of the Holding Company Act now are substanti- 

ly completed. Not more than 5 man-years on these section 11 
matters should be required in fiscal 1955. Much of this will relate to 
the undisposed fee claims (154 claims for an aggregate of $11,701,500). 

Mr. Putuurps. How do these fee claims come to you? 

Mr. Demmter. Under Public Utility Holding Company Act, any 
claim for fees, either by lawyers, financial advisors, accountants, 
and so forth, are subject under the act to approval by the Commission. 

The remaining time of the staff of the Division will be spent in 

rforming the many regulatory functions mentioned in the table, 
7 th under the Holding Company Act and the Investment Company 

ct. 

There are no funds in the 1955 estimate for five functions assigned 
to the Commission under the Holding Company Act. These func- 
tions are briefly explained on pages 37 and 38 of the justifications. 
We believe that they properly can be deferred for the present. 
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DEFERRED FUNCTIONS 


Mr. Purturrs. At this point we will insert, for the record, pages 
37 and 38. 


DEFERRED FUNCTIONS 


The Public Utility Holding Conipany Act provides certain functions for which 
funds are not included in the 1955 budget estimate. These are summarized in 
the following table. 


TABLE OF MATTERS UNDER 1935 ACT WHICH ARE TO BE POSTPONED 


1. Section 18—Service companies 

The jurisdiction of this Commission over the organization, functions, and ac- 
counting of service companies represents the sole jurisdiction over such matters 
by any Federal, State, or local authority. Only a token of work has been done 
in this area during the past 7 years. The 0.5 man-year of time projected for 
this work covers only the handling of recurring interpretative questions and as- 
certaining that required periodic reports have been filed. No provisions have 
been made for examination of these reports, nor for analyses and investigations 
to determine (1) that costs of services have been equitably allocated between 
the holding company and its subsidiaries and (2) that the services charged to 
subsidiaries are for their benefit and not primarily for the benefit of the holding 
company. Similarly no provision was made for examination of affiliated service 
companies and independent service companies which are principally engaged in 

rforming services for utilities—all as required by paragraphs (e) and (f) of 
section 13. At least 2.5 man-years would be required for work under section 13. 


2, Accounting supervision 

This Commission prescribes and is charged with enforcing uniform systems of 
accounts and presentation of financial statements of registered holding com- 
panies (which are not public utilities). Almost nothing has been done to check 
on compliance with these accounting regulations for several years. The 0.4 
man-year projected embraces little more than an ascertainment that required 
reports have been filed. Test checks should be made periodically by means of 
field examinations to assure compliance with the Commission’s uniform system 
of accounts. At least 2 man-years would be required for this work. 


8. Section 30 

The act authorized and directed the Commission to make studies to determine 
the size, type, and location of public utility companies which can operate more 
efficiently in the public interest to further wider and more economical use of gas 
and electricity. Except for studies made in connection with administering other 
sections of the act, the Commission has never done any of the overall economic 
planning contemplated by section 30, and the Commission believes that the vastly 
increased use and availability of natural gas and electricity since the act was 
passed in 1935—largely through private initiative—make it inappropriate to 
request funds for any such studies. 
4. Acquisitions by affiliates 

Preliminary inquiry has revealed that many persons have acquired 5 percent or 
more of the voting securities of 2 or more public utility or holding companies with- 
out obtaining the required authorization of the Commission pursuant to section 
9 (a) (2) of the act. It will not be possible in 1954 and 1955 to investigate such 
situations and require compliance with the act. At least 1.5 man-years of addi- 
tional time would be required for this work. 


5. Status questions—Sections 2 and 3 

There are 70 holding company systems operating under orders of exemption 
granted by the Commission under section 3 (a). Sixty-five others claim exemption 
under rules U-2 and U-9. The projections of 1.7 and 1.3 man-years for 1954 and 
1955, respectively, provide only for the disposition of 20 pending applications for 
exemption, about 5 new applications each year and for determination that the 
required annual reports have been filed by companies claiming exemption under 
rules U-2 and U-9. Cursory inspection indicates that some exempt systems may 
have engaged in unsound financings and other practices detrimental to the public 
interest. Accordingly, the status of these systems should be reexamined to deter- 
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mine whether their sooner should be modified or revoked as expressly provided 
by section 3 (ce) and rule U-6. No provision has been made for these cases, nor for 
investigation of a number of situations where groups of individuals not formally 
constituted as companies may be operating as holding companies within the mean- 
ing of sections 2 (a) (2) and 2 (a) (7) (B). Manpower for work under sections 2 
and 3 should be raised to 2.7 man-years in order to provide for all responsibilities 
under these sections. 


REGIONAL OFFICES 


The new commission has not completed its study of the functioning 
of the regional offices. However, we believe that there is room for 
more vigorous enforcement; for improvement in handling and co- 
ordinating interpretative work; and for a more effective broker-dealer 
inspection program. 

Mr. DemmMuer. May we go off the record a moment? 

Mr. Yes. 

(Discussion off the record.) 

Mr. Demmter. The broker-dealer inspection program is our basic 
source of information with respect to violations. obably the geo- 
graphical areas of some of the regions should be changed. The 
administration of present regulation A (the regulation adopted in 
March 1953 governing offerings under $300,000 exempt from registra- 
tion under the Securities Act) is now divided between the regional 
offices and the headquarters office. This jomt responsibility was 
desirable as a means of developing uniformity. It is administratively 
unsound as a long-range program. Almost complete responsibility 
for these filings must be placed on the regional offices. This may 
result in some transfer of personnel but not an increase. We are 
still studying these and other aspects of the regional office organiza- 
tion. 

There is one change reflected in the budget estimate. We expect 
to change the Cleveland office from the status of a regional office to 
that of a branch office of the Chicago region. In making the change 
we expect to drop 6 of the 17 positions now allotted to Cleveland and 
retain 11 of them for-assignment to the branch office or elsewhere in 
the new Chicago region. 

Mr. Paturps. On the chart on page 4 of the justifications, there is 
what appears to be the elimination of 17 positions at Cleveland and 
the addition of 11 positions at Chicago. At Cleveland, 11 positions 
will be retained, which office will have the status of a branch office of 
Chicago. 

Mr. Demmter. That is correct, sir. 

Mr. Puiiutps. The elimination is of six positions formerly credited 
to Cleveland as a regional office. 

Mr. Demnter. That is right, sir. 

Mr. Puiturrs. That is interesting to us because we have that prob- 
lem with other agencies. It will come up with General Services which 
seem to be keeping fully staffed offices and warehouses in both Cleve- 
land and Chicago which appear to us to be rather close for operating 
purposes. Why do you eliminate it? d 

Mr. Demaurr. Well—— 

Mr. Puixurrs. You reduce it and not eliminate it. 

Mr. Demmter. We in effect reduce it. In other words, if we can 
get along with 11 people in the Cleveland area, then it seems unnec- 
essary to have a regional administrator in Cleveland and, let us say, 
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an assistant regional administrator. The administrative work can be 
done from Chicago. 

Mr. Puiuutrs. The six people you are eliminating have a total 
— salary of $44,000, and divided by 6, that would be in what 
grade? 

Mr. Rrorpan. $7,000 would be in grade 12. We are eliminating 
some positions in the higher grades, and a few clerical. 

Mr. Putuures. It averages about 12. 

Mr. Riorpan. That is right. 

Mr. Putuurps. The value you get from the elimination is, first, 
economy in the elimination of a duplication of administrative posi- 
tions—and, second, probably some better organization by not having 
two regional offices so close together. 

Mr. Jonas. When you say you changed from a regional office to a 
branch in Cleveland you eliminated a director? 

Mr. DemMter. Yes. 

Mr. Jonas. When you eliminated him, do you mean you released 
him or are you keeping him in the organization? 

Mr. DemMuer. We have not determined that. 

Mr. Jonas. You may not save, then, if you keep him and just move 
him somewhere else. 

Mr. Demmter. The position of regional administrator would be 
eliminated. If he were to exercise bumping rights or something of the 
sort he might well be retained in the organization. 

Mr. Jonas. You do not plan to keep him in Cleveland under a 
different title? 

Mr. Demmtuer. No; we do not. 

Mr. Jonas. You do not plan to move him to Chicago? 

Mr. Demmter. No. 

Mr. Putuurps. Is he a grade 17? 

Mr. Rrorpan. He is in grade GS-15. 

Mr. Puiurps. Then if he were retained under this bumping right, 
as you call it, he probably would not be retained in grade 15. 

Mr. Rrorpan. No, sir. 

Mr. Jonas. Are there any other supervisory positions beside the 
director that will be eliminated at Cleveland? 

Mr. Apams. I have information on that subject. 

When we made a study of the Cleveland office last summer, the 
thought at that time was the elimination of one GS-15, one GS-13 
attorney, one GS-13 financial analyst, one GS-12 securities investi- 
gator, one GS-3 clerk-typist, and one GS-3 file clerk. Those were 
the positions we felt at that time could perhaps be abolished. 

Mr. Jonas. Are you still of that opinion or has it changed? 

Mr. Apams.. It has not changed in any way. 

Mr. Jonas. What is the situation at Boston? ‘Do you have a 
regional director there? 

Mr. Demmupr. Yes. 

Mr. Jonas. How can you justify keeping him with 8 people there, 
if you think you need only 1 director in Cleveland with 11 people? 

Mir, Demmter. Boston would have to be added to New York. 

Mr. Jonas. That wouldn’t do. 

Mr. Demmuer. No. We have a very large office in New York 
which has perhaps fallen behind more than any other office. I would 
say there are not the same reasons to justify eliminating the Boston 
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office. It is an administrative question primarily, sir, and I think 
ou will have to make a decision on the basis of the facts as they exist. 
T believe that the already large size of the New York office, and the 
fact that New York would be the only, Baer to which you can transfer 
Boston, and the fact the New York office has fallen behind in its work, 
makes it inadvisable to eliminate the Boston office at this time. 

Mr. Jonas. Atlanta has 10 people. Do you have a regional 
director? 

Mr. Demauer. A regional administrator in Atlanta; yes, sir. 

ie. some How many other supervisory positions in an office with 
10 people 

Mr. Goopwin. Just one, regional administrator. 

Mr. Putuurps. You have 103 people at the New York office. How 
many topflight GS-17, GS-16, and GS-15 positions are there as com- 
pared to Boston, which has only 8 people? 

Mr. Riorpan. One grade 15. 

Mr. Puruurpes. In New York? 

Mr. Rriorpan. Yes. We have about 5 or 6 in GS-14. 

Mr. Putuurres. How about Boston? 

Mr. Riorpan. There is 1 grade 14 in Boston. 

Mr. Jonas. Atlanta? 

Mr. Riorpan. One grade 14. 

Mr. Puiurps. Proceed. 

Mr. Demoter. This change has not been announced to the staff 
nor has any public announcement been made. 

Mr. Putuures. When do you expect to make a public announce- 
ment, so we may know what to do about this testimony? 

Mr. Jonas. It will be announced when this is published? 

Mr. Putuurrs. That will be about the last week in February or 
third week in February? 

Mr. Demmter. I would think we would be prepared to bring this 
about within the next 30 days, or take steps to bring it about. 

Mr. Puruurps. That is all right. 

Mr. Demmuer. We will initiate steps within the next 30 days. 

The work and accomplishments of the regional offices are shown 
in the justifications from pages 60 to 70. 


SEC REPORTS 


The justification does not provide funds needed for the printing 
of SEC decisions and reports. Reports have been printed for the 
period 1934 through April 1948 and material is edited for additional 
volumes to bring the reports to date. The estimated cost of this 
project would be $84,000. The old Hoover Commission’s task-force 
report on the Commission was mildly critical of the Commission’s 
fallure to provide for adequate publication of its administrative 
decisions. e very minimum permanent publication of the Com- 
on important matters is the report of its adjudicated 
cases. e consider therefore that the withholding of an appropria- 


tion to publish the reports is not in the public interest. Consequently, 
if savings can be effected out of our current year’s appropriation or 
the appropriation in subsequent years, it would be the intention of 
the Commission as presently constituted to apply such money to 
bringing the printed reports of its decisions up to date. 
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FEES 


The Commission has submitted to the Bureau of the Budget drafts 
of legislation which, if enacted, would be estimated to raise the income 
from fees charged by the Commission but paid to the Treasury from 
pn ns $1,200,000 to approximately $2 million. The Com- 
mission has determined, after its somewhat ill-fated venture of 1952, 
in which it proposed fees to be levied administratively under title V 
of the Independent Offices Appropriation Act of 1951, that further 
attempts on its part to charge fees should be supported by specific 
legislative enactment. In the budget estimate we have forecast addi- 
tional fee income of $500,000, admittedly an arbitrary figure based 
on the assumption that some of the proposed legislation will be 
enacted. 

Mr. Puiturrs. Page 83 of the justification; let me get that clear 
before you go beyond it because that was a very hot issue. 

The principal difficulty at that time, as I recall it, was the adminis- 
trative suggestion of imposing these fees on brokers or groups and 
categories in the security field who felt they received nothing in 
return for the fees. 

Am I right? 

Mr. Demmter. That is right, sir. I am not an expert on that 

articular subject. I think I can make this general explanation, 
owever. 

Title V expresses a policy that fees are to be charged for services or 
— of value received by the fee payer. 

The proposal to charge brokers and dealers a registration fee and 
an annual fee when no new registration was granted annually resulted 
in objections based on the plausible argument that the annual fee 
was actually a tax for enforcement rather than a fee for a license, 
because in effect there was not an annual license. The registration 
lasts until it is revoked. 

The Bureau of the Budget, in a directive issued during the course 
of the current fiscal year, has suggested to independent agencies 
that they charge fees for licensing activities based on the value of 
the service yemeced and on the cost of administering the particular 
licensing activity. 

We felt, frankly, that in view of the fact that the directive referred 
to licensing, granting a permit, in effect, which is what I understand a 
license is—it is a privilege of some kind—we felt, particularly after 
the outcry which greeted the Commission’s previous attempt to 
administratively set the amount of fees that in order that there be no 
argument as to what is licensing that we should get legislation for 
any fee we propose to charge. The Bureau of the Budget’s directive 
indicated that in cases of doubt we should ask for legislation and 
that is what we did. 

Mr. Putuures. On page 83 the total income for 1955 is shown as 
$1,700,000 compared to $1,200,000 for 1954, and it contemplates 
one-half million dollars from new fees for the balance of the year 
after such a bill is passed. 

Pa of those fees are covered into the Treasury. You don’t get 
em. 


Mr. Demmuer. That is right. The figure in the budget is what 
you might say the burden of the SEC on the taxpayer. The money 
is not for us to spend. 

Mr. Patuurps. Does that conclude your report? 

Mr. Demmuer. I do not have any more of my own formal statement. 

If the committee is interested in the subject, Commissioner Adams 
might be able to enlarge upon our broker-dealer inspection program 
and enforcement work which, as we have said, is the thing which will 
suffer as a result of any further budget curtailments. 

Mr. Puiuuies. We will hear him. 

Do any of the other Commissioners have statements they want to 
make besides Mr. Adams or are they reserving their comments? 

(No response.) 


BROKER-DEALER INSPECTION PROGRAM 


Mr, Puixurrs. Mr. Adams, did you want to make a statement on 
this enforcement program? 

Mr. Apams. I have no particular statement, Mr. Chairman, I will 
be glad to explain briefly what our problems are and what we hope to 
do in connection with it if the committee is interested in it or I will be 
glad to answer any questions. 

Mr, Puinuirs. Suppose you give us a brief statement of what the 
situation is so the committee will know what questions they want to 


(The following statement was submitted later:) 


STATEMENT OF COMMISSIONER ADAMS 


Under section 17 (a) of the Exchange Act, the Commission is empowered to 
make at any time or from time to time such reasonable periodic, special or other 
examination as the Commission may deem necessary or appropriate in the public 
interest or for the protection of investors. The legislative direction is that the 
Commission do as much or as little inspecting as it deems necessary or appropriate 
in the public interest. As a matter of practical fact, the extent of the broker- 
dealer inspection program depends primarily on the availability of funds. Un- 
fortunately, it seems to me, the general public labors under the impression that 
broker-dealers are examined pretty much the same as banks. As you well know, 
that just isn’t so. Under present budgets, it can’t be so. The Commission is 
anxious that everyone, including Congress, understand this fact. During the 
last 3 years, the Commission has made 2,435 inspections or an average of about 
812 per year. However, inspections have fallen off so that in the fiscal year 1953 
we made only 686. With something more than 4,100 registered brokers and 
dealers this is an extremely low number of inspections for an effective program. 
This matter has troubled the Commission for some time and we have given the 
matter much consideration. 

As you are aware, there are inspections made by the National Association of 
Securities Dealers and, in the case of the members of national exchanges, by 
some of such exchanges; in addition, there are inspections by some of the States. 
It has seemed to us that there is much duplication of effort in this field and in 
addition perhaps the services of all of the various agencies could be made better 
use of so that more broker-dealers would be inspected during a given period. I 
am sure you will agree that a publie agency cannot abandon its functions to private 
agencies nor would the members of a private agency support the use of their 
inspectors as informers to the public authorities with respect to matters not 
involving defaleations or insolvency. 

The SEC inspection covers both financial condition and trading and selling 
practices. State inspections vary widely from State to State and in some States 
are nonexistent or nearly so. Since neither the SEC nor the State commissions 
have available funds to make regular periodic inspections of each registrant 
annually, there should be some coordination designed to avoid harassing multi- 
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licity of inspections of some and longtime omission of inspection of others. 
ith this thought in mind we discussed the subject at length with the SEC 
Liaison Committee of the National Association of Securities Administrators in 
Washington on June 23, 1953. As a starting point it was suggested that the 
committee conduct a survey to determine the examination program in the various 
States. The committee has conducted such a survey and has made available to 
us a report covering this subject. Needless to say, the report indicates that 
with the exception of a very few States there is little if any inspection conducted 
of brokers or dealers. 
There are only 10 States which appear to have a program for examining dealers, 
Such States indicate the following: 


Examinations last 12. 
Number months Examiners 


licensed 


dealers 
Complete Limited | Full-time | Part-time 


Examinations. 


It is interesting to note that the State of California with 477 licensed dealers 
only had 4 part-time examiners assigned to this work. They made 35 complete 
examinations and 15 limited examinations during the past 12 months. In my 
judgment based on 20 years’ experience as a State administrator, the California 
Securities Act is ably administered and is the outstanding example of effective 
regulation on the State level. And, yet, they do little inspection work. 

Only 10 States indicated that they would be favorable to such a program, but 2 
of those States do not have sufficiently broad powers to engage in a program of 
routine inspections; 5 other States said, in substance, that they woul oe willing 
to try joint inspections but with substantial reservations as to feasibility, or be- 
cause of cost or limited personnel, or because it would be diffidult to reconcile the 
scope of Federal inspections with the scope of State inspections, or because it 
would be difficult to synchronize the timing of an examination. 

Five States expressed themselves against joint inspections. California said 
that enabling legislation would be necessary and the others said they had in- 
sufficient personnel or merely that it was too difficult or impracticable. — 

Twenty-one States made no comment whatever as to their willingness to try 
joint inspections. 

Except for Wisconsin, Connecticut, and perhaps Oregon examinations are 
apparently not routine as ours are; most of the States that conduct examinations 
do so on complaint, rumor, or suspicion that something is wrong. 

The result of the survey conducted by the committee on the question of joint 
inspections does not give us much encouragement and the proposal that a joint, 
Federal and State inspection program could be developed at this time. It might 
be feasible to give consideration to an experiment in joint inspections with 1 or 2 
States which are favorably inclined toward the project. It is possible that the 
result of such an experiment, even though limited to two States, might afford a 
basis for a gradual expansion of the proposal. 

We hope that out of this effort will come some coordination on a State and 
Federal level which will increase the number of broker-dealers inspected. By 
COnpRERIIOR in the matter of scheduling alone it should be possible to cut down 
both the number of uninspected registrants and the number of overinspected 
registrants. We cannot hope to eliminate the failure of broker-dealers. We can, 
however, do much to minimize the possibility of such failures before they ocetr. 
In view of the lack of effective broker-dealer inspections on the State level, it is 
my opinion that it is highly important that we have an effective broker-dealer 
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program on the Federal level. It is our that during the soning ear t 
we can work out a more effective program shifting 
‘some of our personnel engaged in other work to this work. 

Mr. Apams. The broker-dealer inspection program is contained in 
the justification beginning on page 63. 

ere is also a chart on page 65 which sets forth in detail the 
number of broker-dealer inspections made during the past fiscal year. 

We had registered during the fiscal year ending June 30 some 4,052 
broker-dealers. This is all set forth on the chart on page 65. 

We made 686 inspections. 

We have 42 inspector positions and used 29.7 man-years in making 
those inspections. 

The average number of inspections during the year per man was 
23.1. 

As a result of inspection we found a total of 895 violations during 
the year 1953. 

I think it might be well, perhaps, to break down the violations into 
various classes. 

Firms found to be in financial difficulties, 40 in number. 

Mr. Puiurps. According to this the 1 inspector, or nine-tenths of 
an inspector that you are fodiiig, would have made 36 inspections on 
the basis of this year’s record. 

Mr. Apams. Yes. 

Mr. Putturrs. You do not seem to be in bad shape. 

Mr. Apams. No. I don’t think we will be in too bad a shape if 
we lose that member. 

I think it is important to explain we do not make the same type of 
an Hiorestien ites that is made of banks. It is impossible, of course, 
for us to do so. 

During the past year we have attempted to work out a broker- 
dealer inspection program with the States, and with the exception of 
a very few States we find the States make little, if any, inspection of 
broker-dealers. 

It is our earnest hope, however, that during the year we may be 
able to work out a program with the State Commissioners and the 
SEC whereby more brokers are examined during the period and more 
brokers are not underinspected during that particular period. 

Mr. Jonas. What section of the act covers this inspection? 

Mr. Apams. Section 17 (a). 

Mr. Jonas. Will you quote it? 

Mr. Demmter, I have it here, sir. 

I might say the legislative history of the Securities and Exchange 
Act of 1934 indicates that it was proposed to have brokers and dealers 
subject to periodic inspections, iy saa inspections at fixed intervals 
prescribed by the statute, just as banks are subject to inspection by 
the examiners and Controller of the Currency. 

However, as it was finally enacted, section 17 (a) of the act, after 
requiring brokers and dealers to keep accounts and records, states— 

Such accounts, correspondence, memoranda, papers, books, and other records 
shall be subject at any time, or from time to time, to such reasonable iodic, 
special or other examinations by examiners or other representatives of the Com: 


mission as the Commission may deem necessary or a riate in the public 
interest or for the protection of investors. ne , 
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That in effect gives us a discretionary power on the subject which 
we can exercise only to the extent of available funds. 

I think it is fair to say that the unfortunate thing is that there is a 
public impression that the SEC has a force of examiners which call 
with about the same regularity on brokers and dealers as bank 
examiners call on banks. 

It is something which simply is not so. 

As Commissioner Adams pointed out, there are a number of occa- 
sions in which the brokers and dealers are found on inspection to be 
in an unsound financial condition. As he said, 40 violations were 
found in 686 inspections made last year; that is, in unsound financial 
condition so far as the capital requirements prescribed by statute. 

In view of the fact we inspect only a minor percentage of the total 
number of brokers and dealers each year and found that 40 firms to 
be in unsound financial condition, it would be fair to assume that had 
we inspected everybody in a single year the inspectors would have 
found a corresponding percentage of dealers in unsound financial 
condition. 

Mr. Puruuies. We will insert in the record at this point the table 


on pas ge 64. 
(The matter above referred to is as follows:) 
Violations found in 1953—broker-dealer inspections 
Violation: 


Firms found to be in financial difficulties 

Customers charged unreasonable pane for securities purchased 
Violations of regulation T of the Federal Reserve Board 
Violations of the hypothecation rules 

‘Secret profits”’ 

Miscellaneous violations 


Mr. Anprews. Do you investigate all complaints that are made; 
do you make inspections where there have been complaints made to 
you about the condition or conduct of a broker? 

Mr. Dewmter. The investigation of a complaint is something apart 
from the broker-dealer inspection prograin, although the receipt of a 


complaint may cause someone to be inspected when there may, per- 
haps, not have been an intention to inspect. 
Mr. Puiuups. I think we had better put in the printed matter on 
e 64 and the table which follows. 
The matter above referred to is as follows:) 


The following table shows for each region, the number of registered broker- 
dealer firms, the number of inspections made in fiscal 1953, the estimated number 
of inspections to be made in 1954-55, the man-years involved for each fiscal year 
and the mathematical average of years between inspections. The last referred 
to item is not a true figure because some firms are inspected more frequently than 
others and with respect to the large firms carried under the caption ‘‘New York 
Stock Exchange Member Firms” the Commission does not have a staff nes 
enough to inspect many of these firms, 


|| 
Number 
40 
141 
40 
16 
Violation of the confirmation and bookkeeping rules_._.-........---. 360 
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Broker-dealer inspections 


dealers as 0} 1953 
June 30, 1953 


wo 


a 
ano- 


OR 


~1| 
Cl 
| 
| 
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3 
on 
8 


T 
Average man-days per 
inspection 


Mr. Anprews. These inspections were just spot checks or routine 
checks; were they not? 

Mr. DemmtER. Well, ‘spot check” is a mild term to describe what 
an inspection is. An inspection is a fairly complete examination 
which covers not only the financial condition, but covers a sampling of 
transactions to discover violations. 

Mr. Tuomas. What Mr. Andrews means by “spot check” is that 
you do not make a systematic check on B company every 6 months, 
or every 3 months. - 

Mr. Demmter. No. 

Mr. Tuomas. But at random you go into A’s place or B’s place and 
check, and so forth. That is what we call a spot check. 

Mr. Demater. It is a spot check in that sense. 

Mr. Tuomas. But it may lead to Z, whom you have never inspected. 

Mr. Demure. That is right. 

Now in view of the fact the Commission has responsibility just by 
reason of the fact it has the statutory power to carry on an inspection 
program, and in view of the fact our inspections do disclose occasionall 
an unsound financial condition of brokers and dealers being inspected, 
I think we must all regard with seriousness the fact that if there should 
be a time of less prosperity, the incidence of unsound broker-dealer 
firms would increase. And I am a little afraid that the Commission 
may be blamed for not having inspected brokers and dealers whose 
condition later may be shown to have been unsound. | 

Mr. Puiuurrs. Mr. Adams, before you get off your subject 
completely, you expect to have 650 inspections and each inspection 
to take 11.5 days on an average, compared to 11.3 this year. You 
expect to have 36 less inspections for this year with nine-tenths of an 
inspector less this year. I have just been doing a little figuring and 
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epperendy. if your inspectors next year will average 11.5 days instead 
of 11.3 days, you would have no difficulty. You do not think you can 
maintain your present standard and I do not think you are in very 
bad shape at all. 

Mr. Apams. That of course is true; with the exception that when we 
consider the average broker-dealer is inspected once in 5.9 years, and 
in some areas it shows it may take anywhere from 5.9 years to 24 years 
to cover all of the broker-dealers in that area 

Mr. Puivurrs. You have made such a splendid chart in your 
justifications, showing the improvement in the Commission’s work 
and economy, that I know you would not want to let the Commission 
down next year in your part of the job, would you? 

Mr. Avams. I certainly hope not. 

Mr. Putuuirs. That does not mean you spend 11 days in each office; 
that means the average for the full inspection. 

= Apams. One office might be inspected 2 days and another 
20 days. 

Mr. Putuurrs. We will put into the record any of the charts or 
material which will not duplicate what you testify. The staff may 
by going over it, reduce it somewhat in size. 

Mr. Jonas. Referrmg to the chart on page 65, do any of your 
investigations remain more than 1 day in an office? 

Mr. Apams. Oh, yes; quite frequently they do. 

Mr. Jonas. Well, you seem to spend more time than national bank 
examiners do in examining banks. 

Mr. Apams. No; I think national bank examiners, having been in 
a banking department, spend a little more than 1 day. 

Mr. Jonas. A day or two on an average for a $5 million asset bank. 

Mr. Krvuscer. Probably it would be in good shape. 

Mr. Jonas. They have to spend the same amount of time whether 
it is in good shape or bad shape. 

Mr. Apams. The bank examiners spend anywhere from 1.5 days 

to 3 days. 
Mr. Tull What about your people? 
Mr. Apams. Our people bic § anywhere from 1 day to, say, 20 
days. It depends on the size of the broker-dealer. The inspection 
varies as between offices and as between regional groups. For in- 
stance, in some cases they count the cash and make an examination 
which may compare to a bank examination. 

Mr. Jonas. Do all of your investigators and examiners work out 
of the central office? 

Mr. Apams. They work out of the regional office. The inspections 
are handled by the regional director. 

Mr. Puriurps. Let me finish up now on the big chart or tabulation 
which follows page 4. I commend you on giving us a tabulation of 
this kind, Mr. Riordan. 

Mr. Rrorpan. Thank you. 


OTHER OBJECTS 


Mr. Puruutps. I notice and I call the committee’s attention to the 
fact that on page 71 of the justifications, the last item on that page, 
that in all of the additional obligations 07 down through 15, inclusive, 
none of them have been increased next year. Of course personnel has 
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been decreased and travel has been decreased. This is a very minor 
point, but it is a point to commend you for; because you apparently 
are absorbing Mr. Summerfield’s additional charges and also are ab- 
sorbing your social-security charges. 

Mr. Rriorpan. Yes, sir. 


REIMBURSEMENTS FROM OTHER AGENCIES 


Mr. Puruures. On page 125 of the subcommittee print, you show 
for 1953 actual reimbursements from other agencies of $88,510; in 
1954 an estimated $38,000 and in 1955 a projected $24,000. That is 
quite a difference in there and J think we should have an explanation 
of the great difference between the annual reimbursements from other 
accounts. 

Mr. Rrorpan. You will notice a table showing reimbursements on 
the last page of the justifications. I think it is all shown right there. 

Mr. Puiuurpes. We will put that table in the record. 

Mr. Riorpan. [| think that explains it very clearly. For example 
we received $23,280 from the Subversive Activities Control Boa: 
in 1953 which we will not receive in 1954 or 1955. 

Mr. Puiuurrs. What do you have to do with the Subversive 
Activities Control Board? 

Mr. Riorpan. Nothing, except they asked to borrow 3 or 4 lawyers 
and they kept them for the best part of a year. 

Mr. Puiuurps. And they have paid you for it? 

Mr. Riorpan. Yes, sir. 

Mr. Puturps. I think we will put that table in the record. 

(The table above referred to is as follows:) 


Reimbursements and advances received 


Amount 


Fiscal year 1954 


Received 
Total 


I. FEDERAL SOURCES 


For work performed: 
Defense Production Administration 
Department of State 
Wage Stabilization Agency 
Office of Salary Stabilization 
Economic Stabilization Agency 
Department of Commerce 
Renogotiation Board 
Veterans’ Administration 
Subversive Activities Control Board. 
U. 8, Senate: 
Committee on Privileges and Elections 
Prepared it 
Committee on Interstate and Foreign Com- 


merce - 
Minority Policy Comittee 
House of Representatives: Appropriations 
Atomie Energy Commission 
ves services estimated to be requested in the 


Total reimbursements 


estimated 
31, 1953 | of year 
a (2) (3) (4) (5) (6) 
7,509 | $1,296 | $2,100 | $3,396 
19, 170 3, 251 2, 851 6, 102 }.......... 
4, 589 2, 439 813 
2, 324 1, 763 1,149 
4, 335 2, 804 8, 416 11,290 &...4-4.-- 
phopitbbetsl-sbeset eee 9, 704 9, 704 $24, 000 
11, 553 26,447 | 38, 000 24, 000 
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RENTAL OF IBM MACHINES 


Mr. Putuuips. Turning now to page 79, of the justifications rental 
of IBM machines, this committee asked last year that the GSA 
check with all agencies of the Government to make sure that tabu- 
lating machines, with which I was once rather familiar and which are 
very expensive to operate and rent, were installed in such a way in 
the agencies that they were not standing idle; but that the greatest 
possible use was made of them. I have your report before me which 
shows that over a period of 7 years, quoting from page 3 of your 
letter which says: 

This (meaning reduction) has been part of the policy followed for some years 
of releasing equipment wherever possible and it has resulted in the release of 7 
machines within the past 2 years. 

Mr. Demmter. I want to add a sentence on the subject of machines. 
I talked just the other day to Walter McAllister, Chairman of the 
Home Loan Bank Board, to see whether or not he might have some 
part-time use for our machines on a reimbursable basis and I under- 
stand there is a committee working on that subject. 

Mr. Puiuirres. That is exactly what this committee had in mind 
when we made the recommendation last year; because, in the days 
when I was more familiar with it, any tabulator that stood around 
and was only used for 37 percent of its available time we did not 
consider it to be adequately used if there were other agencies or other 
parts of the agency that could use it. Apparently your tabulator is 
only used 37 percent of its utilizable time. 1 take it for granted that 
is utihzable time and not 24-hour time. Your punch machines are 
used approximately in the same proportion as the tabulator as they 
are an integral part of a system. You are pretty low on some of the 
other items and I think it is a very good idea for you to work together 
with any agency that is conveniently located. 

I think we had better put the tabulation on page 79 in the record, 
and we had better start off with page 1 of the ae I referred to. 

(The matter above referred to is as follows:) 


Renta, or IBM Macuines 


During the 1953 fiscal year the Commission discontinued the rental of 1 ac- 
counting machine at a monthly rental of $352.50 and 2 punch machines at $75 
per month, which, in all, reduced the rental cost of IBM machines by approxi- 
mately $5,000. The amount of $11,253, requested for 1955, is based on the 
existing agreement for equipment currently needed. A description of the 
equipment is as follows: 

IBM equipment under rental 


Estimated 
monthly 
cost, 1954 


Alphabetical duplicating punch 
A betical duplicating printing punch 


sssssse 


Collator 

machine 
eprodu 

‘Alphabetical 


Plus 10 percent manufacturer’s Federal excise tax. 
Total cost 


Rates 
ber | month | 
‘ard counting sorter .. 1 
Annual 
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ExvecrricaL Bustness Macurines Survey ror House APPROPRIATIONS 
CoMMITTEE 


(Division of Administrative Management, Securities and Exchange Commission, 
Washington, D. C.) 


Units of equipment, rented or owned, June 30, 1953 


Percent of 


utilization 
Trade name and description tseal year 


IBM 

IBM 405 tabulator 

IBM 513 reproducing punch 
IBM 552 interpreter 

IBM 055 verifier 


1 Included with time for model 075 sorter. 


Operating data 1958 fiscal year 


Analysis of contract services: 
Operating personnel 
personnel 


Sey 


r personne 


Machine rental 
Card and paper supplies 
Contract services 


Mr. Putuuirs. I call the committee’s attention that this is not just 
a minor matter. The rent of one tabulator is $4,770 a year, and the 
Federal Government has been renting them as if they were hotcakes, 
if you can rent hotcakes. 

Mr. Riorpan. I think we have one tabulator at a cost of $600 a 

ear. 
% Mr. Puiturrs. Where is your annual rental of $4,770 for a tabula- 
tor? 

Mr. Riorpan. We have one accounting machine we rent for about 
$400 a month. 

Mr. Puriirps. And what you call a tabulator includes a sorter? 

Mr. Riorpan. That is right. The point is we only have one of 
that type of machine and it is in use 37 percent of the time. 

Mr. Patuurps. That is right, and the whole battery goes together; 
the punch, sorter, the tabulator and other items, So just to run a 
saakied! you have $10,000 a year. That is money to us. 

Mr. Rrorpan. Yes, sir. 


| pea Purchase price 
Annual 

rental Under 3 Over 3 
years of age | years ofage 

Man-years Amount 

2, 159. 66 
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LAW LIBRARY 


Mr. Jonas. Turning to page 81 of the justifications, why do you 
need all of those law books—‘‘National Reporter system, covering local, 
State, and Federal courts,” and so forth, at $10,000. 

Mr. DemmueEr. Well being a lawyer myself just fresh out of active 
practice of the Ay arg the lawyer’s tools are his books. 

es; but you do not need all of the National Reporter 


Mr. Jonas. 
system. 

Mr. Demmter. Well I think we do, sir. 

Mr. Jonas. Certainly all you need of it would be the United States 
reports. 

. DemMuteER. No; I would respectfully argue the point that there 
are many situations in which State law has considerable importance; 
as, for example, in the reorganization sections of the Holding Company 
Act, in questions under chapter X of the Bankruptcy Act, in questions 
of State law arising in connection with the solicitation of proxies for 
annual meetings, there are many contentions which arise which de- 
pend not only upon the State corporation statute, but upon decisions 
of the State courts. 

Moreover, there is another thing about it; that having these State 
reports from the National Reporter System and having them up to a 
point, it would seem to be a false and almost pennywise pound-foolish 
economy to stop keeping them up to date. 

Our library is not a large library comparatively speaking. We are 
remote, locationwise, from any other available law library and it seems 
to me that in good faith 

Mr. Jonas. Where is this library located? 

Mr. Demmuer. Our library is in our building. 

Mr. Jonas. Here in Washington? 

Mr. DemMter. Yes. 

Mr. Jonas. What has the Commission done without these books 
before? How did you get along without them? 

Mr. Demmuer. These are annual purchases. 

Mr. Jonas. You mean $10,000 a year? 

Mr. Rrorpan. Yes, sir. 

Mr. Jonas. Just the volumes to keep you current? 

Mr. Demmuer. That is right. Of course some of those go into the 
regional offices, too. For example Commerce Clearing House, which 
is a looseleaf report, is kept up to date. 

Mr. Jonas. 1 am speaking about the National Reporter System. 

Mr. Demnuer. Do we have them any place other than Washington? 

Mr. Riorpan. We have them in some of the regions. We have 
parts of the National Reporter System in 5 out of 10 regions. 

Mr. Jonas. Do you have the complete system in each regional 
office? 

Mr. Riorpan. Sir? 

Mr. Jonas. The entire system; not only the one applicable in the 
region itself? 

Mr. Tarr. We do not by any means have a complete library in 
each regional office. Within the past month I personally have gone 
over the library requirements with our librarian and they have been 
reduced, I would say, by probably 15 percent from what they were 
before. In addition, we checked our purchases of library material 
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—_ the various divisions using it to see what could be eliminated 
this year. 

Although our library allotment each year has remained constant, 
I understand, because of the increased cost of books we are actually 
purchasing less than we purchased before. 

The only complete library in any sense of the word is here in Wash- 
ington. In the New York office, for example, we do use the Public 
Library facilities to assist our staff and each regional office-—— 

Mr. Jonas. Would it not be much easier to use public facilities in 
Washington than New York? 

Mr. McDoweE t. I would think not, beeause the New York office 
is located very close to 120 Broadway, which is the best location of any: 
library in New York—about two blocks. 

Mr. Demmter. As I understand, Mr. Tait, there is not a complete 
National Reporter System in each regional office. 

Mr. Tarr. No, sir. 

Mr. Jonas. How many librarians do you have? 

Mr. Tarr. One chief librarian. 

Mr. Jonas. Here in Washington? 

Mr. Tarr. Yes, sir. 

. Jonas. How many assistants? 

. Rrorpan. I think 5, making a total of 6. 

. Jonas. Do you have a librarian in each regional office? 
. Tarr. No, sir. 

. Jonas. How many messengers? 

Mr. Putturrs. How many other people beside your assistants are 
employed in the library system? 

Mr. Tart. In the library we have six yaar There are no messen- 
gers. There is the chief librarian and five clerks. 

‘ —s Anprews. Where are the six employees shown in the book 
ere 

Mr. Rrorpan. Under administrative services. They are all listed 
on page 41, showing the number of people in the library. 

Mr. Jonas. Showing the Chief Service Officer. 

Mr. Rrorpan. That is right. 

Mr. Jonas. Six in the library. And that ineludes—— 

Mr. Rrorpan. The librarian and five clerks. 


TICKER SERVICE 


Mr. Jonas. Where do you maintain this ticker? 

Mr. Demmuer. That is in the Division of Trading and Exchanges. 

Mr. Jonas. You have a regular ticker service setup giving the stock 
quotations? 

Mr. Demmtuer. Yes, sir. 

Mr. Jonas. Do you think that is worth $7,000 a year to the United 
States Government? You can read it in the Wall Street reports the 
following morning. 

Mr. Demmter. Well the Wall Street reports show the variations; 
they do not show the activity in a particular stock. And as long as 
we have the statutory repsonsibility with respect to manipulative 
practices, it seems to me we need that tool. 

Now, Mr. Lund could explain the necessity for that. We propose 
to eliminate the ticker in the New York office, but think we should 
continue to have the ticker here. 
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Mr. Jonas. How many tickers do you have? 

Mr. Lunp. We have 1 in the New York office and we have 1 here 
covering the New York Stock Exchange and 1 covering the New 
York Curb. We propose to abandon the ticker in New York covering 
the New York Curb and Stock Exchanges. 

Mr. Jonas. You do not have them in the regional offices? 

Mr. Lunp, No; there are none in the regional offices. And it is a 
very necessary item in order to watch for market manipulation. 

Mr. Jonas. Would it not be more effective to have a record at the 
end of the day of how many shares were traded? You cannot keep 
that information in your mind by looking at a ticker and running 
across the tape, can you? 

Mr. Lunp. I would say on 35 occasions at least in the last 2 years 
we have noticed a lot of market activity maybe around 11 o’clock or 
12 o’clock, and we have put investigators in within an hour to find 
out who was doing the buying, in order to determine whether a manipu- 
lative practice was starting. We are right on top of it. 

Mr. Jonas. That is the same as the investigation under Mr. Adams? 

Mr. Lunp. No; the investigation under Mr. Adams is different. 

Mr. Puiturrs. Is it a separate set of investigators, or the same 
investigators Mr. Adams was talking about? 

Mr. Lunp. The same ones Mr. Adams was talking about. For 
example, in the New York office, we have X number of employees. 
We might see a market activity starting and phone the office and ask 
them to go over to the stock exchange and find out who was doing 
the buying, and whoever is available in the New York office—it might 

a lawyer—rushes over to the stock exchange and in a matter of 
minutes determines who is doing the buying, and then calls on the 
brokerage house to find out who the person is behind the purchases, 
to see whether or not he is trying to rig the market. 

Mr. Putuups. Just how much difference does it make in the control 
picture to get there 30 minutes after you notice the activity, than it 

ight be to get there after the market closes at 3:30? 

r. Lunp. We often stop manipulation before it gets under way 
and the public is not harmed thereby. 

I am sure some of you Congressmen have had people from New 
York to come down and ask you please to get the SEC off of their 
necks, and off of their backs and say, every time they start trying to 
accumulate stock in the market, the SEC is in there. 

Mr. Jonas. I have had them ask me to do my best to cut down on 
the spending of Government money. 

Mr. Goopwin. Tell them how many stocks you keep track of and 
keep a record of. 
= Lunp. We are keeping track of approximately 6,500 stocks all 

e time. 

Mr. Jonas. How many people do you have engaged in that 
activity? 

Mr. Lunp. We have about 14. We have a statutory duty to pre- 
vent manipulation and unfair and fraudulent practices in the market. 

Mr. Jonas. Can you give us any instance in which by using the 
ticker you have rushed people to New York, you say, and stopped 
manipulations right at the minute? 

Mr. Demouer. If you will excuse me, I believe he said they sent 
someone from the New York office. 
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Mr. Jonas. The New York Exchange is the only one that ticker 
service is provided for? 

Mr. Demmuer. The New York Stock Exchange and the American 
Stock Exchange, formerly the Curb. 

Mr. Lunp. There comes to mind a specific case of Zonite stock, 
which moved up from 4 to about 5 in a very short period of time. 
We called our New York office and had some people go over to the 
stock exchange, find out what special house was concentrating on 
buying, and then we followed that out to the house itself on that 
same day and not waiting until the next morning, locating certain 
people who were concentrating on purchasing Tonite. ere is 
nothing wrong in purchasing Zonite or any other stock if the motive 
of the purchaser is a good motive. If, however, his purpose is, as 
shown by the ticker tape, to creat a lot of activity and induce other 
people to come in so that he can sell what he has just acquired within 
minutes, it is unlawful. 

Mr. AnpreEws. How can you stop that? 

Mr. Lunp. We can stop that only by calling on the people who are 
doing the purchasing, the brokers acting for them, to find out what 
the motive is. If the motive is to acquire control of Zonite, there 
is no manipulation. 

Mr. Kruecer. Do they always tell you the truth? 

Mr. Lunp. Well, we do not think they always do; no; but we are 
able to tell by the patterns followed in other years; also are able to 
tell when certain people are in the market that there is very apt to 
be manipulation. 

(Discussion off the record.) 

Mr. Jonas. I am not objecting to checking manipulation; I am 
questioning the need to spend $7,000 to keep a second-by-second 
record of the transactions, which you do not make a record of; after 
it passes across the tape it is gone. 

Mr. Lunp. We always keep the ticker tape and can go back. 

Mr. Jonas. But you could not go back and check the ticker tape 
after you put it in the wastebasket? 

Mr. Lunp. We never put it in the wastebasket. We have them for 

ears and years and years and can go back. And the value of the tape 
is something we need, because it shows the exact time. It is important 
to know whether it is 11:17 instead of around 11 or 12 in the secre 0 
to see who it was that kicked the market off. We have to trace bac 
to the identical brokers, and the ticker tape records the minute when 
an order is executed on the stock exchange. So we can check back 
through the ticker tape and see the exact time the man purchased, 
say, at 11:12 and find who started the matter and if it was started 
for manipulation. 

PERSONAL SERVICES 


Mr. Jonas. Why do you need a special adviser, a grade 15, in the 
Commission, with all of those lawyers and opinion writers, division 
directors, and so forth? ; 
is Mr. Demnuer. The present occupant of that position is Baldwin 

ane. 

Mr. THomas. Do you mean Judge Bane? 

Mr. Demuer. That is right. He was formerly with the Federal 
Trade Commission and came over to the Securities and Exchange 
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Commission at the time the Commission was created. For many 
years he was the Director of the Corporation Finance Division. 

Mr. Jonas. Excuse me; I am not speaking of personalities; I am 
speaking of positions. 

Mr. Demmupr. I want to say he has a background in the entire 
history, you might call it, of the jurisprudence of this Commission 
which perhaps no other person has. And you must remember there 
are three of us on the Commission who are new. He was appointed 
to this position of special adviser by my predecessor, Mr. Cook. I 
think he serves a useful purpose. 

Mr. Jonas. Well you have 26 people in the General Counsel’s 
Office. Don’t you think they would be able to give the Commission 
all the advice it needs on background and interpretation? 

Mr. Demmter. I do not think anybody in the General Counsel’s 
office has a tenure which happens to match the tenure of that particu- 
lar individial. 

Mr. Jonas. I would like to ask you about all of these opinion 
writers, but I want to yield to Mr. Krueger and Mr. Thomas. 

Mr. Demouer. Speaking of opinion writers, if I may say, the 
Opinion Writing Division represents the device which is used by the 
Securities and Exchange Commission to comply with the adminis- 
trative code which requires a separation of what might be called 

rosecutive functions from decision functions of the Commission. 

e records in our cases are long records and the Opinion Writing 
Division does review those records in litigated matters and prepares 
digests for the Commission and counsels with the Commission at the 
time the Commission renders its decisions. 


In addition to that, the Opinion Writing Division prepares the 
annual report of the Commission which the Commission makes to 


Congress as arene by statute. 


r. Jonas. Don’t you think you could cut out some of those 
assistant directors in the Division of Trading and Exchanges and put 
in some more enforcement people? Now you have a division director 
as a _ 16; you have 4 assistant directors in that Division with 14 
people. It looks to me like loading up at the top. Surely you do 
not need that many assistant directors in that Division? 

Mr. DemMLer. We are currently engaged in taking a look at our 
organizational setup with a view to determining whether we might 
have too many chiefs and not enough Indians. 

Mr. Jonas. You have the same situation in the Division of Cor- 
poration Finance. 

Mr. Demmuer. On that one I would rise up and in the strongest 
possible terms defend the efficacy of the setup we have; because that 
guides the work of our Commission, namely, the processing of those 
registration statements and proxy statements to make sure that the 
disclosure provisions of the Securities Act are met. And if we cannot 
do that, we would have chaos. 

That is a very well administered division and I think the division 
set-up there is sound. 

Mr. Jonas. Yes; but the record shows that in that Division there 
is a director, a grade 16, and five assistants with GS-15 grade. 

Mr. Demuer. I would like for Mr. Woodside to comment on. the 
organization of this Division and the number of assistant directors. 


Mr. Jonas. We will proceed. 

Mr. Demouer. I could ask Mr. Woodside to go on about assistant 
directors in his Division at this time. I would like the opportunity 
later to clarify a few matters which you raised before, Mr. Jonas. 

Mr. Puiuures. Allright. Iam interested in the number of assistant 
directors oe have in each of these divisions. If you would like to 
come back to that after Mr. Thomas and Mr. Andrews have asked 
their questions we will do that. I would like to give them a chance 
to go ahead with their questicus. 

Mr. Tuomas. Gentlemen, we are long familiar with your activities 
and certainly your job is not an easy one and usually a very important 
one. 

WASHINGTON AND REGIONAL OFFICE RELATIONSHIP 


What we have been concerned about with reference to your activities 
for a good many years has been the relationship between the central 
office here in oceans and your field offices. 

We have long thought that in the final analysis the effective work 
of the Commission is > na in the field. We have thought there is too 
much emphasis laid on the activities in the Washington office which 
pomiely. some necessity are bound to overlap with the activities of 
your field offices. But it seems as though you gentlemen have started 
a reorganization of your own, which is, 1 think, very commendable 
and certainly highly desirable. 

I note in this year’s budget you have in the field approximately 
253 man-years and in the central office 469 man-years. That is in 
the neighborhood of 700 bodies. 

The percentage in the field compared to the Washi n Office is a 
little higher this year than it has been in years gone by. We have 
been of the opinion, as I said a while ago, all along that the ratio in 
the field as against the central office should be increased, because 
when it is all said and done that is where your work is done. Your 
day-to-day activities is what rings the bell. 

The Division of Corporate Finance is still your largest division. 

“Trading and exchanges” is next. 

a of Corporate Regulations has not been reduced very much, 
it 

Mr. Demouer. Yes, it has. 

Mr. Tuomas. That is the largest reduction from 1954, 6 pores 

How many came out of the Utilities and Holding Section 

Mr. Demmuer. That is the old Public Utilities Division renamed, 
renamed because there was transferred to it the regulatory functions 
under the Investment Company Act. 


HOLDING COMPANY WORK 


Mr. Tuomas. How many of the 1954 employees for the next fiscal 
year will be engaged in the holding company work. : 

Mr. Demmter. Of course, in terms of man-hours approximately 8 
or 9 of the man-hours are estimated—— 

Mr. THomas. You mean man-years. 

Mr. DemMuer. Yes; excuse me—are estimated as being devoted 
to the Investment Company Act, and the remainder to the Holding 
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But you cannot tell because this Investment Com- 


r, THomas. Otherwise your activities in this field are still large, 
but casewise there are relatively few cases. You have about wound 
up all of them. 

Mr. Demmier. Wound up section 11 cases. 

Mr. THomas. Odds and ends and fragments of a good many cases. 
But can’t these man-years in that Division still be drastically reduced 
without hurting the activities? These gentlemen have been chewi 
that act for 15 years. Some of the cases have been pending 12 ond 
2 ears, a little fragment here and a little fragment there, and so 
orth. 

Mr. Demmurr. May I suggest that in connection with that pro- 
vision, the so-called section 11 cases are gradually being worked down 
to zero, but the fee applications which are hanging over from section 11 
a a lot of hearings and processing, and so forth. 

n addition to that there is a remaining jurisdiction under the 
Holding Company Act with respect to transactions of companies 
which are allowed to remain as holding companies. Their financings 
require the filing of applications or declarations. 

r. Tuomas. Suppose they refinance and process every 3 to 5 years? 

Mr. Demmuer. Most utilities are financed practically year to year. 
Each subsidiary of a holding company is required to file an application 
for exemption or a declaration under the Holding Company Act. 

Let me point out one thing that we are studying in order to bring 
about this result of which you speak: Section 6 tb) of the Holding 


Company Act states that in connection with the financing by a public 


utility company which is a subsidiary of a holding company, that 
the Commission may exempt from the declaration requirements of 
the Helene Company Act any financing where that financing is 
expressly —— 

r. Toomas. How many financing deals did you have under this 
act during the year 1954? Do you have a record of the number you 
had filed up to date? 

Mr. Demouer. I wonder if I might finish this statement I am 
making, please. 

Mr. Tuomas. Surely. 

Mr. Demmter. The act provides we may exempt from the require- 
ments of the Holding Company Act a financing by a utility subsidiary 
where that financing has been expressly authorized by a State 

tory body. 

ell, as a mater of fact, the Commission in times past has regularly 
required for exemption, compliance with the very requirements from 
which the applicant sought to be exempt. 

We are studying, we have in fact circulated under the administrative 
code, certain proposals to give effect to that exemption. Specifically 
at this time we te proposed an exemption from the competitive 
bidding rule, in those cases of utility financing where a State com- 
mission has expressly authorized the financing. 

If we can eliminate certain activities on the ground of giving greater 
effect to that exemption, we may cut down the work of the division; 
we are trying very hard to do that. é 

Mr. Tuomas. I think you have made some fine steps. 


Company Act. 
pany Act—— 
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Mr. Demuer. Moreover, we have sent out to each of our regional 
offices, furnished copies to various State security administrators, a 
directive to the effect that if they find a violation which appears 
difficult to prove under Federal law but which is obviously a violation 
under State law, that the file in the matter should be turned over to 
the State authorities. 

Another activity which we are considering eliminating, which occu- 
pied some time in the Corporate Regulation Division, is the require- 
ment in connection with utility financings of one kind or another 
whereby the utility must demonstrate that it has taken bids for the 
performance of ministerial services, such as transfer agent, script 
agent, and so forth. It is the tentative conclusion of the present 
Commission that you are dealing in such small figures that, after all, 
why should we second-guess management on a matter like that which 
in the whole scheme of things is probably not significant. 

Mr. Tuomas. Yes. 

Mr. Dremmuer. So that we are trying to cut down. 

Mr. Jonas mentioned the matter of this executive adviser to the 
Commission. 

I might add we had an individual designated as a foreign economic 
adviser who was a grade GS-15. We decided there was nothing 
under our statute which created the necessity for having a foreign 
economic adviser. 

Mr. Woodside’s division processes registration statements of foreign 
issuers, and if we need foreign economic advice we can get it from 
another branch of the Government. So we got rid of the foreign 
economic adviser. 

Mr. Jonas mentioned our division of opinion writing. 

We had for the fiscal 1953, 11 and a fraction average men in that 
division. We cut it to 7 for the current year and it is cut to 6 for 
the year 1955. 

As far as the General Counsel’s Office is concerned—— 

Mr. Tuomas. Give me that information I asked you for a while 
ago if it is available; please, sir. How many refinancing cases of any 
magnitude have you had during the fiscal year 1954? For the present 
fiscal year, up to December 1, say? 

Mr. DemMter. I cannot give it to you for the current fiscal year, 
but utility financings subject to the 1935 act for the fiscal year 1951 
to 1952 amounted to 266 issues for a total of $1,092,050,413. Those 
are new issues which must go through the Division. 

Mr. Tuomas. Does anyone have that up to, say, December or 
January? 

Mr. Goopwin. We are getting that information. . 

Mr. Demater. For actual application for financing in 1953, that 
would be the fiscal year from July 1, 1952, to June 30, 1953, there were 
311 applications filed. 

Projected for the current fiscal year we estimate that 320 different 
applications will be received. . 

Mr. THomas. Well, if your prognosis turns out to be correct you 
are handling about a 20-percent increase in business with 6 less or 7 
less employees. 

Mr. Demmuer. That is because of the gradual shrinking of the 
section 11 work, the integration and simplification provisions of the 
Holding Company Act. 
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HOUSEKEEPING RATIO 


Mr. Tuomas. I notice in the Division of Administrative Manage- 
ment here it dropped from about 108 to 103 man-years from 1953 to 
1954. Even with 103 man-years for 1955, with a total employment 
in the Washington office of 469, you have a pretty high housekeeping 
ratio, in the neighborhood of 25 percent where it certainly should be 
no more than 10 to 15. When you get into the field you have to 
have a duplicating setup in each of your offices to some degree. By 
nature of your proposition it is inescapable, So that runs pretty 


high. 
r “Vir. Demmter. Mr. Riordan can give a more intelligent answer 
than I can, sir. 

Mr. Riorpan. Included in the figure of 103 are 6 people in the 
Personnel Office and 8 in the Branch of Budget and Finance. The 
remainder are in the Division of Administrative Services which 
include the service officer, the Duplicating Section, and the Docket 
Mail and File Section. The last named section has 40 people. 

Mr. Tuomas. You have to account for 90 people other than the 2 
you mention. 

Mr. Rrorpan. Chief Service Officer is two. 

Mr. Tuomas. That includes six people in your library. 

Mr. Riorpan. Yes. 

Mr. Tuomas. How many lawyers do you service in the District of 
Columbia with the six people in the library? 

Mr. Rrorpan. There are no lawyers in the library. 

Mr. Tuomas. How many in the headquarters office? 

Mr. Rrorpan. 74 attorneys in the District of Columbia offices. A 
list of the positions in the various sections of the Division of Adminis- 
trative Management is on page 41. 

Mr. Tuomas. It still adds up pretty high, doesn’t it? 

Mr. Riorpan. It adds up to 103 people, of which 89 are the ones 
I have itemized. 

Mr. Tuomas. They are mainly housekeeping employees. That is 
what I am talking about. 

Mr. Rrorpan. Yes. 

Mr. Tuomas. When you go to the field and each of your field 
oO izations or offices have to have 1 or 1%, you get to what? 

as Rriorpan. We are unusual in headquarters office because of the 
necessity for keeping a large assortment of dockets. It seems like a 
high number of people for a Government agency to have. Of necessity 
we must have that number. 

Then, too, we have 12 people in our duplicating section which a few 
a ago was cut from 30 to 12. They prepare many forms, and so 
orth. 

Mr. Tuomas. This is a small item, but you have 6 people in the 
library servicing 75 lawyers. That is considerably out of line. That 
is about 1 person to every 12% lawyers. 

Mr. Riorpan. The library also services the Commissioners. I go 
in there quite often for material. 1 imagine whether our employees 
are lawyers or not, most of them use the library. 

Mr. THomas. We lawyers know a little of that law. We don’t 
have to spend all of that time in the library, you know. We spend a 
little time in the office. 
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According to that, then, we are in the library all day long. 

Mr. Riorpan. I don’t think that is so, Congressman. Few people 
spend a lot of time in the library. We usually send the material to 
them, 

NUMBER OF LAWYERS 


Mr. Tomas. How many lawyers do you have in the field besides 
the 75 in the headquarters office? 

Mr. Rrorpan. 61 lawyers in the field. 

Mr. Tuomas. You have 136 lawyers out of 800 people? 

Mr. Riorpan. And I might say of those 61 lawyers in the field, 
many of them operate as security investigators and do the investi- 
gating work, too. 

Mr. Tuomas. You mean the lawyers are investigators, too? 

Mr. Rrorpan. Yes. They do investigative work in the field. 

Mr. THomas. What number are investigators? 

Mr. Rrorpan. I don’t have the figure with me, sir, but I would say, 
if xo want me to guess at it—— 

r. THomas. Your guess is all right with me. 

Mr. Riorpan. About one-third of the lawyers are used on investi- 

tions. 
oer. Txomas. Are they carried in the classification as lawyers or 
investigators? 

Mr. Rrorpan. As lawyers. 

Mr. Tuomas. What is the average civil-service grade for them? 

Mr. Riorpan. They are divided between grades 11 and 12. 

Mr. Tuomas. I hope the Commission will take a look at three 
overall problems you have which will confront you as long as you 
are over there, just as it has confronted your predecessors. That is 
the overlapping activities between the central office and field offices. 
That is just one of those things. 

Every time the committee has written in a reduction we have care- 
fully confined it to the central office with specific directions not to 
touch the field. 

So if you are going to do any reorganization, and some is needed, 
you might look at the executive offices. I don’t know whether you 
can get by with fewer than 75 lawyers or not. Certainly an agency 
of your size with less than 800 employees ought not to have 135 
lawyers. 

OTHER OBJECTS 


What are your other obligations? What do they total as to the 
overall appropriation? 

Mr. Rrorpan. $343,600 for other obligations and $4,481,400 for | 
salaries. That is about 92 percent for costs and 8 percent for 
other costs. 

Mr. Tuomas. That is very fine. If you hold that under 12 percent 
you are doing an excellent job. A good many of these agencies want 
to go'up to 15 and 18 percent and some 20 percent. You are holding 
yours down to 12 percent and that is an excellent record. 
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REGIONAL OFFICES 


Mr. Demmuer. May I make 1 or 2 comments on the subject of 
the regional offices? 

I made the observation in my principal statement that in connec- 
tion with the prereneing of these offering circulars that are filed in 
connection with regulations A exemption cases we wanted to return 
that to the regional offices. That might involve some increase of 
persovnel in regional offices and the consequent decrease here. 

The regional offices—— 

Mr. Tuomas, Don’t you think that is where it ought to be, to be 
frank about it? 

Mr. Demmter. Yes; I do. 

Mr. Tuomas. You have your top flight staff here and you have 
them segregating and sorting papers pa using the space around here 
for a warehouse. The fellows in the field deal with it every day. 
They are on the ground, get the first impression and the last. 4 
fact they don’t ask for 90 percent of the activities they do. 

Mr. Demmuer. On the other hand there are certain functions which 
must, of necessity, be carried on in the headquarters office or carried 
on in vastly enlarged regional offices. 

I refer to matters under the Holding Company Act which require 
the services of engineers, analysts, and legal specialists, and also the 
ap gpa of registration statements under the Securities Act of 1933. 

t has not been found feasible to have that work done in the regional 
offices. If the statements are to get the review that the statute 
impares on us the obligation to make, the regional offices would have 
to be enlarged. 

For a time 2 soayanery statements were processed in the San Fran- 
cisco regional office and in the Cleveland regional office; and it just 
didn’t work. They were brought back to the headquarters office for 
processing here at the Division of Corporation Finance. 

Where you can improve the organization probably is by creating a 
greater degree of autonomy in the regional offices in enforcement 
matters, and perhaps some coordination without necessarily review 
in the Washington office. We are working on that very, very seri- 
ously, and we hope to have something accomplished there. 

course, we cannot do everything at once. We sit as a com- 
mission making semijudicial decisions about 5 or 6 hours a day. 
You hang can’t act on everything simultaneously, but we are working 
on that. 

(Discussion held off the record.) 


CAPITAL TRANSIT CO. 


Mr. Anprews. What jurisdiction do you have, if any, over Capital 
Transit Co.? 

Mr. Demater. I think I could give ie a good accurate answer 
to that but I would rather have Mr. McDowell, Director of the Divi- 
sion of Corporate Regulations, tell you what jurisdiction we had. 

Mr. McDowe tt. We had jurisdiction over the Capital Transit Co. 
before North American sold it. But Sages Transit itself is not a 
public utility company as defined in the Public Utility Holding 
Company Act. 
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Therefore, after once sold by North American to the Wolfson group 
it went out from under our jurisdiction. We would have jurisdiction 
over securities issues, which the company might make, under the 
1933 act, filing registration statements under the 1933 and 1934 
acts, and so forth. 

Mr. Anprews. Isn’t their stock on the American Stock Exchange? 

Mr. McDowett. Their stock is listed on the American Stock 
Exchange and we would have jurisdiction over fraudulent—— 

Mr. Anprews. I read in the paper they bought the stock, split it 
up in fours, and have drawn dividends by milking the savings and 
assets of the company. They have drawn in dividends more money 
than they paid for the original stock. 

Mr. McDowe tt. We would not, I believe, have any jurisdiction 
over that stock split up or over their dividend declarations. We 
would require that they be disclosed in the papers they file with us. 
, Mr: Anprews. Do you know anything about what they bought it 
or? 

Mr. Lunp. $20 a share and gotten $21 in dividends. 

Mr. Anprews. That came principally from the savings of the 
company? 

r. Lunp. Surplus. 

Mr. Anprews. What is the stock worth today? 

: Mr. McDowe tu. It was split 4 for 1 and the split shares are selling 
or 13. 

Mr. ANDREws. You mean the split shares are 13? 

Mr. Lunp. Somewhere near 13 after the split. 

Mr. Anprews. In other words, the stock was bought for $20 a 
share. They received $21 dividend per share. 

Mr. McDowe tt. Yes. 

Mr. AnprRews. And the stock is on the board today for 13? 

Mr. Lunp. Yes. At the time it was bought the stock was selling — 
on the stock market at about 18. 

Mr. AnpRews. 18? ~ 

Mr. Lunp. And it was bought at 20. 

Mr. Anprews. That is mighty business. 
Mr. Lunp. Everyone in the world was offered a chance to buy the 
stock by North American and nobody took it. 

Mr. Anprews. Not everybody had the foresight those people had. 
1 McDowe tt. Our jurisdiction is in the nature of disclosure 

NUMBER OF LAWYERS IN EACH DIVISION | 


Mr. Jonas. Before we close the hearing, with reference to these 74 
attorneys, can you tell me in which division they are? Are they 
included in these items ‘“‘various’’? 

Mr. Rrorpan. Yes. 

Mr. Jonas. How many do you have in Corporate Finance? 

Mr. Rrorpan. Twenty-four. In the Division of Trading Ex- 
changes 13. 

In the Division of Corporate Regulations 16. 

General Counsel has 12. 

Executive staff has 5. 

Mr. Jonas. That would be up here after “Commission’’? 

Mr. Riorpan. Yes. 
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Mr. Demmuer. May I correct one thing I said to Mr. Thomas on 
the subject of figures of new utility financings subject to the Holding 
Company Act for the fiscal year July 1952 to June 30, 1953. The 
correct number is 306, and the aggregate amount is $993,328,444. 


GENERAL COUNSEL’S OFFICE 


I might also add that, in answer to what Mr. Jonas had to say about 
using our General Counsel extensively as an investigator, the General 
Counsel’s office, while it does act as an investigator to the Commission 
on some legal problems which are not peculiarly that of a particular 
division, is largely an office devoted to the handling of litigation. 

Mr. Tuomas, About four cases per man-year as far as that particular 
activity is concerned in the Finance Division. I understand they have 
more and other duties besides that, so that workload is very small. 
Your dollar figure mark doesn’t indicate a clear picture. It is the 
cases rather than the dollar marks that count. 

One little case with $100,000 will give you as much trouble as 5 
cases for $500,000 each. 

Mr. Demmuer. Eleven lawyers during fiscal 1953 handled 39 appel- 
late cases, 10 cases in which the Commission intervened as amicus 
curiae, 41 cases in the lower courts of which 23 were contested. 

Mr. Tuomas. Nine cases per lawyer per year for all of them. 


NEED FOR ASSISTANT DIRECTORS 


Mr. Jonas. I asked a question about assistant directors, 

Mr. Demmuer. Mr. Woodside can answer that. 

Mr. Jonas. You contend they are all needed and are serving 
essential activities. 

Mr. Demmter. I do indeed, sir, because that is the division which 
processes, on schedule, these registration statements, and as long as 
we have the act we have to have the financing go through on schedule. 

oes Jonas. These assistant directors don’t do any of the actual 
wor 

Mr. Demmtuer. They review the questions raised by the examiner 
and unless some very smart men are very inefficient they spend a lot 
of time doing it and they are very conscientious workers. 

Mr. Jonas. You have in that division 44 lawyers. 

Mr. Demmuer. We do propose to try to work out under the 1933 
act, to the extent that we legally can under the statute, a shorter form 
of registration statement for high-grade issues, which should possibly 
reduce the workload of that division because if the registration state- 
ment is required to set forth fewer facts naturally it will be possible 
to go over them with less time. There won’t be so many items of 
information in the statement. But that is something which still has 
not been worked out and the legality of which we are not sure of, 


SALARY GRADE RATIO 


Mr. Tuomas. How many people do you have in the Washington 
office in grade 13 and above? 

Mr. Demmter. Approximately 80. That comes from Mr. William 
E. Becker, Director of Personnel. 
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Mr. THomMas. 5 ape percent of your Washington staff, then? 

Mr. Demmter. Yes. 

Mr. Tuomas. How many do you have from 9 or 10 through 12, say 
10 through 12? 

Mr. Becker. 150. 

Mr. Jonas. Would you like to have a statement or table of that? 

Mr. Tuomas. That isin the record. You have a fine, highly skilled 
staff as agencies go. I don’t know of an agency in Government that 
can match your agency in ratings. 

Mr. Demmter. I don’t think we could get along with other than a 
highly skilled staff because of the fact that the acts are so extremely 
technical. 

Mr. Tuomas. I never did think there is any economy in having 
people around that are not worth standing room. 

r. Pututies. Thank you very much, gentlemen. 


Monpay, JANUARY 11, 1954. 


THE TAX COURT OF THE UNITED STATES 
WITNESSES 


HON. JOHN W. KERN, CHIEF JUDGE 

OTTO W. SCHOENFELDER, ADMINISTRATIVE OFFICER 

OLIVER A. KEETER, ASSISTANT BUDGET OFFICER AND FISCAL 
OFFICER. 


Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 


Total number of permanent positions... - 137 147 145 
Average number of all employees. 133 138 138 


Average salaries and grades (exclusives of judges): 
General schedule grades: 


Average salary..............-- eS eee $4, 932 $4, 950 $5, 064 

Average grade. on GS8-7.3 GS-7.2 GS8-7.3 
Crafts, protective, and custodial grades: 

Average grade. -........- CPC-3.2 CPC-3.2 CPC-3.2 


01 Personal services: 


Dermenent positions... $800, 230 $822, 750 $840, 975 

Regular pay in excess of 52-week base................- 1,710 2, 250 2, 400 

Payment above hasic rates.................------.-.-- 835 800 800 
Payment to be made to retire judges pursuant to 

Pubiie Law, 319,680 Cang., let peas. - 15, 000 25, 625 

Total personal services... ............---..-------- 802, 775 840, 800 869, 800 

03 ‘Transportation of things-................-.-..----------.-- 1, 370 1, 900 2, 000 

04 Communications. 4, 135 4, 500 4, 500 

05 Rents and utility 5, 589 6, 300 6, 300 

06 Printing and reproduction ......................-..-.-.... 13, 160 16, 000 15, 000 

07 Other contractual services... .___... 24, 650 30, 840 29, 475 

Services performed by other agencies... 767 800 800 

12, 285 11, 760 14, 000 

5, 442 7, 700 7, 000 

15 Taxes and 114 400 400 

Obligations inourred 899, 097 970, 000 1,000, 000 
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Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year ( $33, 347 , 400 
Obligations incurred during the 899, 970, 000 | 


1, 003, 347 | 1, 032, 400 
32, 400 | 30, 972 


Total 970, 947 | 1, 001, 428: 


Expenditures are distributed as follows: 
t of current authorizations 
Out of prior authorizations 


Amounts available for obligation 


| 1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate. 
Unobligated balance, estima 


Obligations incurred 


Mr. Jonas. The committee will please be in order. 

On the agenda this afternoon is the Tax Court of the United States 
with a justification of estimates for fiscal year 1955. 

We have present the chief judge of the Court, Judge Kern. 

Judge, will you introduce your people? 

Judge Kern. Mr. Schoenfelder, administrative officer on my right, 
and Mr. Keeter, assistant budget officer on my left. 

Mr. Jonas. Have you a prepared statement? 

Judge Kern. No. 

Mr. Jonas. Would you like to make one off the cuff as an opening 
preliminary statement? 

Judge Kern. I would like to say a few things and make a few 
points if I may. 

Mr. Jonas. Before vou get to that, Judge, I will ask the reporter to 
insert these 12 pages of your justification at this point. 

(The matter referred to is as follows:) 


GENERAL STATEMENT ON THE WoRK OF THE CouRT 


JURISDICTION 


The Tax Court has jurisdiction to consider judicially taxpayers’ appeals from 
administrative determinations of tax deficiencies made by the Commissioner of 
Internal Revenue to decide whether there is deficiency or overpayment in Federal 
income, estate, or gift taxes and has final jurisdiction in cases founded on claims 
for special relief under the excess profits provisions of the Internal Revenue Code. 
The court also has jurisdiction to review and make final determinations of excessive 
profits on contracts renegotiated by the Federal Government. 


|_| 
Deduct unliquidated obligations, end of year__...._.._.__._--| 33, 347 | 
899, 097 970,000 | 1, 000, 000 
Obligations by activities 
Adjudication and administration: 
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WORK VOLUME, TRENDS, PROGRAM OBJECTIVES, AND ACCOMPLISHMENTS 


The court anticipates a reduction in the volume of new tax proceedings to be 
filed during the fiscal year 1955. The best available estimate at this time is 5,800 
new petitions in 1955 as compared to 6,000 new petitions for the current year. 
These estimates represent a reduction in the volume of receipts a» previously 
forecast and are based on a trend which appeared during the latter part of fiscal 
year 1953. The reduction in volume has continued in the first quarter of fiscal 
year 1954. 

The pending caseload of the court at the present time is approximately 6,000 
cases in excess of what should be considered a normal docket. Therefore, with 
annual receipts at the 5,800 case level, it will require the full ppplicetion of all 
the judges (including those to be retired under Public Law 219, 83d Cong., recalled 
for bart her service) and a full supporting staff of the court in order to operate and 
ma‘ntain a maximum program of trial and adjudication. Assuming the receipts 
of petitions do not exceed present estimates, the court is hopeful that the con- 
templated trial programs for the fiscal year 1955 will result in a modest reduction 
in the pending caseload. The field trial calendar proposed for 1955 is 175 weeks 
which is essentially the same as that for which funds are presently available in 
fiscal year 1954. 

The recent enactment of a retirement system for the judges should prove to 
be most helpful to the court. Until such time as the pending caseload of the 
court can be reduced to normal levels, it is the intention of the chief judge to 
recall, for further maximum service, those judges who are physically able to con- 
tinue judicial duties after retirement. This will provide material aid to the court 
in furthering its trial and adjudicative efforts. 

To undertake the work program planned for the fiscal year 1955, the court 
requests in these estimates an appropriation of $1 million, an increase of $30,000 
over the $970,000 appropriated for the fiscal year 1954. This increase results 
principally from the need for funds to pay salaries to retired judges, to provide 
a secretarial and professional assistant for a retired judge recalled to duty, and 
to supply additional funds for travel necessitated by the increase in subsistence 
allowance for judges. 

It is estimated that during 1955 the court will remit to the Treasury of the 
United States a total of $63,500, representing collections on filing fees and fee 
payments for the production and certification of court records. 

The trial program of 175 weeks proposed for 1955 would permit a schedule of 
145 weeks for judges and 30 weeks for commissioners. The accomplishment of 
such a trial program for fiscal year 1955 should enable the court to close almost 
6,300 cases, resulting in tax or excessive profits determinations for collection by 
the United States Government amounting to approximately $363,232,800. 

Based on the program proposed for 1955 and the court’s current estimates 
covering receipt and disposition of cases during the fiscal years 1954 and 1955, 
it‘may be possibie to reduce the pending caseload of the court to 12,444 cases by 
June 30, 1955—a reduction of 320 cases from the total of 12,889 pending at the 
end of fiscal year 1953. 

The court will continue to establish the maximum feasible trial loads for each 
calendar and to schedule calendars as frequently as possible. As a result of this 
intensified trial program during the fiscal year 1953, the court closed 5,880 cases 
involving tax or excessive profits determinations which totaled $346,813,477, an 
increase of 835 over the 5,045 cases closed in the fiscal year 1952. 

As of November 1, 1953, there were pending on the docket of the court a total 
of 12,147 cases involving tax liabilities or excessive profits determined at 
$1,040,971,259. These pending cases, separated by category, are as follows: 


Tax liability 

Type Total cases | or excessive 
pending profits deter- 

mined 


Income-tax cases (including secs. 721 and 722 cases) g 12,001 | 965, 878, 018 
Renegotiation cases 146 75, 093, 241 


Excess profits tax cases requesting special relief under sections 721 and 722 of 
the code remain as a considerable burden in the adjudicative work of the court 
but continue to decline in number. During the fiscal year 1953, a total of 156 
new cases were filed, as compared with 340 cases in fiscal year 1952. The court 


| 
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closed 228 cases in fiscal year 1953. On November 1, 1953, there were pending 
922 cases which involved review of denial of claims for refund totaling $65,428,785. 
At the present rate of receipt and disposition, it is estimated that on June 30, 1955, 
there will be 760 excess-profits cases pending on the docket of the court. 

No new cases involving appeals from determinations of excessive profits on 
renegotiated contracts were filed with the court during the fiscal years 1952 and 
1953; 2 new cases have been filed in the first 5 months of fiscal year 1954. During 
the fiscal year 1953 a total of 62 cases were closed involving excessive profits deter- 
minations amounting to $39,702,416. At the present rate of disposition, it is 
anticipated that approximately 65 cases will be closed during each of the fiscal 
years 1954 and 1955. 

During the fiscal year 1953, the court disposed of the last two processing tax 
cases on its docket. 


STATEMENT ON APPROPRIATION ESTIMATES 


These estimates provide for the salaries of 16 judges, 2 retired judges, the per- 
sonnel for their immediate office staffs and the administrative and operations staff 
of the court, for necessary travel and operating expenses, for the purchase of sup- 
plies, materials, and equipment, and for the cost of communication services, rents, 
printing and reproduction and other miscellaneous services. 

The estimated appropriation requested for the fiscal year 1955 is $1 million as 
compared to $970,000 for the fiscal year 1954, or an increase of $30,000. The 
estimates provide for a net decrease of 2 positions: 1 docket clerk, GS—3, $2,950; 
1 Commissioner’s secretary, GS-6, $4,295; 1 clerk-typist, GS-3, $3,030; and 1 
mail clerk, GS-3, $3,030 have been dropped; 1 secretary for the judge (retired) 
at GS-7, $4,205; and 1 attorney adviser at GS-7, $4,205 have been added at a 
net reduction of $4,895. The new positions would supply a secretarial and a 
Drofsemonns assistant for one judge (retired) to be recalled for duty during this 

seal year. Provision of $5,110 has been made for within-grade salary advance- 
ments. Also included is $4,100 to adjust the differences in salary of attorney 
positions. Public Law 219, which provides a retirement system for the judges of 
the court, also provides that the court shall be responsible for the payment of 
salaries to retired judges. The increase for this purpose is estimated at $10,625, 
for the fiscal year 1955. To compensate for the extra compensable day in the 
fiscal year 1955, an additional $150, has been included in the estimates. Public 
Law 222, approved August 8, 1953, authorized an increase in subsistence allowance 
for the judges of the court. Travel expense has been increased by a net of $3,225 
for the fiscal year 1955 to enable the court to meet this added cost. The average 
price per shipment of records and exhibits used in connection with the field trial 
calendars has increased from an estimated $7.60 in fiscal year 1954 to an estimated 
$8 for fiseal year 1955, this results in the need for an additional $100 in transpor- 
tation costs. Public Law 286 returns to Federal departments and agencies the 
responsibility for the payment of penalty mail and other mail services. A reduc- 
tion of $1,500 is shown here which is to be achieved in fiscal year 1955 by economies 
in mailing requirements. A reduction of $1,000 for the item of printing and 
reproduction is requested. The reduction of $1,365 for stenographie reporting 
results from the decrease in the number of scheduled trial calendars for Commis- 
sioners. The $2,240 increase in supplies and materials represents necessary 
increases in the cost of supplies and tax reporting services. The reduction of 
$700, shown in the equipment item results from decreased needs for furniture and 
equipment in this fiscal year. 


PERSONAL SERVICES 


The total increase for personal services for fiscal year 1955 amounts to $29,000 
and is composed of the following items: 
New positions: 
1 GS-7 attorney (retired judge) 
1 GS-7 secretary (retired judge) 


Total, new positions 


Abolished positions: 
1 GS-6 secretary (commissioner) 
1 GS-3 docket clerk 
1 GS-3 elerk-tvpist.__. 
1 GS-3 mail clerk 


Total abolished 


Net decrease, 2 


Within-grade promotions. 
Adjustments in salaries: Attorney positions... - 

Salaries: Retired judges. 

Decrease in lapses. ___- 13, 910 


Total, increase personal services : 29, 000 


Provision was made in Public Law 219, 83d Congress, for mandatory retirement 
of judges of the Tax Court who have reached the age of 70 vears and completed 
10 vears of service as a judge. It also provides that such judges may be recalled 
to duty by the chief judge for a period not to exceed 90 days annually and the 
retired judge may voluntarily perform additional service. To utilize the services 
thus afforded, the court must provide a retired judge with immediate office as- 
sistance. Two judges retire in fiscal vear 1954; the services of one retired judge 
will be available in the fiscal year 1955. 

It is assumed that there will be a continued reduced level in the volume of 
petitions to be received by the court. In keeping with this trend, four staff 
positions have been abolished. Provision has been made for a secretary and an 
attorney to assist a retired judge recalled to duty. These actions result in a net 
reduction of two positions for fiscal year 1955. 

There is also includéd in this item a request for $5,110 to cover the allowance 
estimated for within-grade advancement payment during 1955. In fiscal year 
1953, the court actually showed fewer lapsed positions than appropriation esti- 
mates provided. It is anticipated that similar high-level employment require- 
ments will prevail for 1955, if the court is to attain the productive levels desired. 

Allowance is also requested in the amount of $4,100 to cover adjustment in 
salaries for attorney positions. The court is continually faced with the fairly 
difficult problem of staffing its attorney positions with personnel requiring special 
educational or experience qualifications. Although the court maintains a policy 
of employing as replacements, junior attorneys who show outstanding law-school 
accomplishments and desire specialization in the field of Federal tax law, it has 
become more frequently necessary to employ an assistant for a judge who has more 
mature experience and is capable of undertaking more difficult assignments without 
the detailed guidance and supervision of the judge. This need results from the 
increasingly larger trial and adjudicative Gate each of the judges must bear to 
accomplish greater production in meeting the court’s work objectives. The 
amount requested would be available to cover those instances where replacements 
are necessary at compensation rates above that received by the prior professional 
assistant to the judge. 

An increase of $10,625, will be required in fiscal year 1955 for salaries to be paid 
2 retired judges, 1 judge with retirement salary established at the maximum of 
$15,000 per annum and | judge at $10,625 perannum. The salaries to be paid are 
in accord with the provisions of Public Law 219, approved August 7, 1953. This 
constitutes a new item for which funds were not specifically provided in existing 
appropriations available for fiscal year 1954. ex 

A further increase of $150 above the 1954 estimate is required for the additional 
day of pay included in the fiscal year 1955. 
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EXPENSES 


The figure of $129,800 has been set to cover the expenses of the court for the 
fiscal year 1955 and is $1,000 higher than the $128,000 appropriated for the 
fiscal year 1954. This is considered to be a very nominal increase considering 
the additional financial burden placed upon the court by legislation enacted in 
the 83d Congress. The necessity for this increase of $1,000 is explained in 
detail below. 

TRAVEL 


The total requirement for travel in fiscal year 1955 is estimated at $43,225 an 
increase of $3,225, over the amount appropriated for the fiscal year 1954. This 
increase is due to un increase of $5 per day in the subsistence allowance author- 
ized for the judges of the court as a result of the approval of Public Law 222, 
83d Congress. Section 1102 (d) of the Internal Revenue Code provides that 
the judges of the Tax Court shall receive ‘‘* * * expenses actually incurred for 
subsistence while traveling on duty away from their designated stations, subject 
to the same limitations in amount as are now or may hereafter be applicable to 
the United States Customs Court.” The publie law referred to includes the 
United States Customs Court. Accordingly, the increased subsistence allowance 
is applicable to the judges of the Tax Court. 

Provision has been made in these estimates for a field trial program to be 
performed by the court of 175 weeks in fiseal year 1955. This would provide 
a total of 145 weeks for the judge and 30 weeks for the Commissioners. This 
program is essentially the same as the adjusted program for which funds were 
appropriated in fiscal year 1954. 


TRANSPORTATION OF THINGS 


This object of expenditure shows an increase of $100, for the fiscal year 1955, 
based on the proposed schedule of 175 weeks of field trial work. It is estimated 
that 250 shipments of dockets, exhibits, supplies, etc., will be made during 1955 at 
an average cost of $8 per shipment jor a total expenditure of $2,000. In the fiscal 
year 1953, the actual amount expended for this purpose was $1,370 covering 
178 shipments at an average cost of $7.69 per shipment. It is anticipated that 
the cost per shipment will rise slightly in fiscal year 1955 due to the increased 
numbers of dockets and exhibits being shipped to Midwest and west coast loca- 
tions. 

COMMUNICATIONS 


No increase is being requested for regular communication services for the fisca] 
year 1955. 
PENALTY MAIL 


Public Law 286, 83d Congress, provides for the payment by all Federal depart- 
ments and establishments of the cost of penalty mail and other mail services, 
effective as of August 15, 1953. The estimate for this item for 1955 is set at 
$7,500. Since this item did not appear in the existing appropriation for 1954, the 
comparative figure of $9,000 was effected by transfer from other objects. It will 
be noted that the estimate for 1955 is $1,500 less than the allocated amount for 
this purpose in 1954, and it is anticipated that this reduction can be achieved by 
economies resulting from changed mailing procedures. These estimates are 
based on actual count of penalty and registered mail services used by the court 
during the fiscal year 1953. Registered mail service on parties, by the court, 
accounts for an unusual volume of registered mail; the estimated cost for this 
purpose alone represents $5,200 of the total requested. 


RENTS AND UTILITIES 


No increase is requested in this item for 1955 above the expenditures estimated 
for fiscal year 1954. However, it should be noted for comparative purposes 
that an increase in the rental of the New York courtroom approximating $798 
per year became effective in May 1953; this increase was absorbed within the 
appropriation made to the court for fiscal year 1954. 


PRINTING AND REPRODUCTION 


ost decrease of $1,000 is shown in printing and reproduction for the fiscal year 
1955. 


OTHER CONTRACTUAL SERVICES 


The decrease in stenographic reporting costs for 1955 is estimated at $1,365. 
No other change is proposed for this item. 

Expenditures made under this object are subdivided into three groupings, 
consisting of (a) contract stenographic reporting, (6b) other contractual services 
for such items as overhauls for mimeo¢raph equipment and other special purpose 
mechanical equipment, repairs to furniture, rug cleaning, etc., (c) reimbursable 
services performed by other Federal agencies covering such items as typewriter 
repair, towel service and various other services usually supplied by the General 
Services Administration. 

The estimate for stenographie reporting is based on 96,250 paves of transcript 
at the present contract rate of $0.30 per pave, totalling $28,875. This repre- 
sents a decrease under the allocation for 1954 of $1,365 or a reduction of 4,550 
pages of transcript in 1955. This is made possible by the contemplated reduction 
in the number of trial calendars to be heard by the Commissioners, which nor- 
mally require extensive reporting services due to the technical nature of the cases. 


SUPPLIES AND MATERIALS 


An estimated increase of $2,240 is proposed for this object in 1955. The total 
of $14,000 for this item is subdivided into two groupings: $5,000 will be required 
for general office supplies and materials and $9,000 to cover annual subscriptions 
for tax reporting and various law reporting services utilized by the judges, at- 
torneys and the court library for reference purposes. 

The estimate of $5,000 for supplies and materials represents an increase of 
$1,300 over expenditures contemplated for 1954. Increases are required for two 
items related to increased reproduction needs: $760 for additional purchases of 
mimeograph paper and $40 for additional stencils; $400 for increased purchases 
of folders and binders required to care for official dockets and division records; 
$100 is required to cover miscellaneous supplies. 

The $9,000 estimated for subscriptions service during 1955 reflects an increase 
of $940 over estimated costs for similar purposes in 1954. Included in this in- 
crease is $292 to provide additional tax reporting service subscriptions for a judge 
(retired) and his attorney assistant, and $648 to cover increase in prices of sub- 
scriptions as announced by publishers. 


EQUIPMENT 


The estimated decrease of $700 proposed in the fiscal year 1955 under the 
amount appropriated to the court for the current fiscal year is due to decreased 
needs for the purchase of furniture and equipment for that year. 


GENERAL STATEMENT 


Judge Kern. The first point I would like to make is that the pro- 
gram of the Tax Court is not made by the Tax Court itself. We do 
not have policy planning committees to say it would be a nice thin 
to have so many cases filed during the next fiscal year, and we woul 
like to close so many, and it would be nice to have a backlog of a 
certain number of cases. Our program is made for us by the tax- 
payers and the litigants in the United States, just as the program of 
the other courts is made. 

It is our job to take what we have given us and to render as speedy 
justice as is possible. 

Another point I would like to make to the committee is that the 
more calendars we are able to have and the more trials we are able to 
have, not only is speedy justice done in that way in cases disposed of 
but the current revenue of the United States is affected very bene- 
ficially by the number of calendars and trial calendars we have. 

I made some interesting studies a few months ago with regard to 
the results of the first 18 calendars we had during this fiscal year, and 
I was very much impressed, and I think the committee will be im- 
pressed, by the information I derived from it. 
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In those 18 calendars the cases settled without trial, by stipulation 
of the parties, precipitated by setting the cases for trial, resulted in 
stipulations of tax deficiencies which averaged $862,000 per calendar. 

at does not take into consideration cases that are actually tried 
and will be decided later, or the number of cases that will be settled 
on the strength of the decisions entered in the cases that are tried 
and the opinions rendered. That is merely the result of stipulation 
of cases by agreements between the parties precipitated and encour- 
aged by setting cases for trial. 

If we do not have trial calendars we cannot set those cases for trial. 
The cases will not be settled. Asa result, for each one of those calen- 
dars, if we had not had them, it would have meant an average of 
$862,000 would continue to be tied up in litigation. 

Mr. Jonas. You do not have that broken down by cases, do you? 

Judge Kern. No. Those were the tax deficiency cases. 

Mr. Jonas. How many cases per calendar? 

Judge Kern. No. I do not have that. I could get it for the 
committee if you think it is important. 

So we want the court to keep up as effective a scheduling of trial 
calendars as we can, because we have a backlog of cases that, while 
it has been cut down to some extent, is still unwholesomely large. 

We still have pending, I think, approximately 11,300 involving in 
litigation over $1 billion. We would like to continue to cut that down. 

The only way we can do it is to work as hard as we possibly can. 
That is what we have done this year, and we are making strides. 

I would like to say that several things have contributed to this, and 
I hope will contribute to our success in the future. The committee 
will be glad to know that the Commissioner hearings that we talked 
about have been carried into effect and they have been very efficacious, 
we think. 

RETIREMENT SYSTEM 


Then, also, the last Congress passed legislation which provided a 
retirement system for the judges of the Tax Court. That made it 
obligatory for judges to retire at the age of 70 after 10 years of service, 
and provides for some degree of retirement benefits over what we had. 

The Congress also attached to that retirement privilege obligations 
on the part of the retired judges. The judges can be recalled by the 
chief judge for 90 days, if they are physically able to work, and they 
can be recalled for a longer period than that with their consent. 

The obvious purpose of that was to permit an informal enlargement 
of the Tax Court to take care of the emergency situation with which 
we are faced now. 

Mr. Jonas. May I interrupt, please? 

Judge Kern. Yes. 

Mr. Jonas. When you recall a judge on those terms, how is he 
compensated? Is it per diem? 

Judge Kern. No. If a judge has served 24 years and retires, he 
will be paid full salary. If he retires at the end of 18 years of service, 
he will be paid eighteen twenty-fourths of his salary. If he is recalled, 
he just keeps on with his retired salary. He gets a per diem for 


expenses. 


Mr. Jonas. No extra compensation? 
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Judge Kern. No extra compensation other than the retired salary 
which he gets. 

If a judge is forced to retire after having served 10 years and having 
reached the age of 70, or past, then there is provisien that he is to be 
paid half salary and not ten twenty-fourths. It is half salary. The 
whole thing we think will be very beneficial. However, it has increased 
our budget a bit. 

Mr. Jonas. Their retired pay? 

Judge Kern. No. He has to serve. 

Mr. Jonas. He gets his per diem. 

Judge Kern. Yes. There is a provision of law that if he is in good 
health and does not serve as requested by the chief judge he loses his 
retired salary. 

BACKLOG OF CASES 


Mr. Tuomas. Did the judge give the number of cases in his backlog. 

Mr. Jonas. 11,300. 

Mr. Tuomas. What about during the fiscal year 1954 to date, 
number of new cases as compared with the cases disposed of last year? 

Judge Kern. We feel very happy about that, Mr. Thomas. 

In the first 6 months of this year—we are proud of these figures 
because they mean a lot of work—3,853 cases were disposed of by the 
court, as against 2,963 the year before, and 2,419 the year before 
that. We a had the most ambitious trial calendar we have had 
in a long time. 

Mr. Tuomas. You certainly are to be congratulated. How many 
new ones were filed? 

Judge Kern. The number of cases filed was 2,138. We are en- 
couraged by that but cannot put too much hope in this fact. We 
would like to think that this figure indicates an increase in the effi- 
ciency of the settlement processes in the Internal Revenue Service. 

Now we have heard that settlements probably have been one of the 
reasons for decreased filings. Another, whenever there is a reorgani- 
zation of widespread depth, as there has been in the Internal Revenue 
Service, some of the people get behind in their processing; maybe it is 
on account of that. But we hope it is on account of increased effici- 
ency in the settlement process. But with the panel of retired judges 
which we hope to accumulate, with the continuation of the trial 
program we have, we think we are beginning to see daylight. 


RETIREMENT OF JUDGES 


Mr. Tuomas. How many judges of the court are now able to retire 
under the new law? 

Judge Kern. There are two fine judges who have just retired. I 
think some of you are acquainted with Judge Black of Texas and 
Judge Hill of the State of Washington. Eugene Black and Sam Hill 
are two of the best men who ever sat on any tribunal; next year, the 
year after this fiscal year, our senior judge, Judge Arundell will retire ; 
the year after that Judge Johnson and Judge LeMire will retire. 
There are other judges who have the years of service that would 
entitle them to retire, but they are pretty stalwart fellows and they 
would like to go on. They have not reached age 70 at which they 
have to retire. These men I am talking about expect to retire on 
account of age. 
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Mr. Tuomas. The best you can get, at present, is two additional 
judges out of the Retirement Act? 

Judge Kern. If we could get a panel of retired judges that the chief 
judge can call back for 90 days, that will give us a lot of spare wheels 
and will help us an awful lot. Judge Black has volunteered to serve 
on a full-time basis. 

Mr. Tuomas. You only have 2 now and it will take 2 more years 
before you get 2 more? 

Judge Kurn. That is right. 

Mr. Kruueer. How many judges do you have? 

Judge Kern. We have 15 judges and the chief judge. 

Mr. Kruncer. You are the chief judge? 

Judge Kern. Yes, sir. 

Mr. Kruxcer. I see you increased the number of cases you dis- 
posed of this year over the year before. 

Judge Kern. Yes, sir. 

Mr. Krusraer. As the chief judge, do you press a little harder to 
get more work done? 


FACTORS AFFECTING BACKLOG OF CASES 


Judge Kern. Well, so many things contribute to that. We need 
money to do that; in order to run these calendars, we have to have 
money. For several years we have been forced to cancel calendars we 
hoped to have. 

Another thing that affects our work is the illness of our judges. 
As the judges get older, they become to some extent more susceptible 
to illness, except for this distinguished friend of ours from Texas that 
I was speaking about to Mr. Thomas, Judge Johnson—he gets older, 
but I do not thing he will ever wear out. But normally when they 
get older, they get sick; at one time we had three very serious illnesses 
on the court. 

Another thing that hurts us, and has hurt us in prior years, is when 
we had vacancies on account of death; the Executive was awfully 
slow in filling the vacancies, and that held us up. 

When I make these plans for hearings, I have to project operations 
6 months in the future and, unless we have the manpower and the 
money available, we cannot do it. During the first 6 months of this 
year there have been scheduled a pretty good bunch of hearings. 

Mr. Kruraer. You have been holding more hearings out in the 
field in recent years and that has stepped it up? 

Judge Kern. The Tax Court has for some time tried to hold them 
in the field as much as possible. What we would like to do, though, 
is to have more hearings at more places. There are localities in the 
Far West, for example, where we have not had hearings. This year 
we have scheduled hearings for the first time in Phoenix, Ariz., cover- 
ing territory in Arizona, New Mexico, and southern Colorado. We 
would like to have more hearings in places like Denver, Salt Lake 
City, and Spokane, but there again we need money to do it. 


INCREASED COSTS DUE TO LEGISLATION 


We have an increase this year in our budget, but it is in an amount 
less than the amount of increased cost incident to the legislation passed 


266 


by the last Congress. For example, I think our increase is approxi- 
mately $30,000. The salary of the retiring judges, Judge Hill and 
Judge Black, next year will be $25,600. Then under new low there is 
the necessity of absorbing our penalty mail cost which has hit the 
Tax Court particularly hard, because we have to serve so many of our 
papers by registered mail. And when you consider the cost of 33 
cents apiece for registered mail, it has hit us awfully hard. 

Also Congress was good enough to increase the subsistence per 
diem of traveling judges last year from $10 to $15, and that has 
increased our costs. The total cost involved in legislation passed 
by the last Congress amounts to $36,980, or a little more—about 
$37,000. 

Frankly, I would like to have had more money provided in this 
budget, but the Budget Bureau and the administration decided on the 
amount that is involved here, which was less than the amount I 
thought it would be advisable to have. But I am here to support the 
budget as submitted by the administration. 

Mr. Krurcer. What was the court’s figure? 

Judge Kern. It was $1,053,000. This is an even $1 million. 

We had hoped to have some more hearings, but the budget as now 
submitted will permit us, we think, to have approximately 175 weeks 
of hearings anil that will be, in the fiscal year 1955, approximately 
what we will have by the end of this fiscal year, and we think it will be 
sufficient. 

We are only able to have 3 hearing commissioners, as against 4 
that we had hoped for. We have had to save on personnel. We 
think we can absorb the work of the court in 175 weeks and the 
budget, as submitted by the administration, of $1 million is what we 
are here to support, although I am not as happy about it as I might be. 
We hoped to have 190 weeks of trial work. 

Mr. Tuomas. 190 as against 175 set up by the budget? 

Judge Kern. Yes. 


REQUEST FOR SUPPLEMENTAL APPROPRIATION 


I want to say this also to the committee. Asa result of the increased 
costs put upon the court by legislation in the last Congress, we went 
to the Bureau of the Budget to try to get approval for a supplemental 
appropriation. We asked, I think, for somewhere in the neighborhood 
of $60,000. The Budget Bureau has informed us in writing that the 
Budget Bureau will recommend $25,000, and we, of course, are count- 
ing in our operation for the balance of this fiscal year on receiving 
$25,000. And I understand we have received authorization from the 
Bureau of the Budget to make allocations on that assumption. Is 
that correct? 

Mr. ScHOENFELDER. Yes. 

Mr. Jonas. The committee has a letter from the Director of the 
Bureau of the Budget outlining the necessity for a supplemental 
appropriation. 

Mr. ScHOENFELDER. Yes, sir. 

Mr. Jonas. Now, let us get down to some specific items. Your 
actual expenditures for 1953 as shown on page 17 were $899,097. 

Mr. ScHoenFevper. For 1953. 

Mr. Jonas. And your estimate for 1954 was $970,000. 
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Mr. ScHoenre.per. That is the figure that represents the current 
available appropriation. We are adding $25,000 to that, which would 
give us for this ear $995,000. 

Mr. Jonas. You are asking for $1 million in 1955. 

Mr. ScHOBNFELDER. Yes. 

Judge Kern. Which is an increase of $5,000 over the amount of 
this year’s budget, plus the supplemental. 


COMMUNICATION SERVICES 


Mr. Jonas. Now why do you have to spend so much money on 
communications? 

Mr. ScHOENFELDER. | can explain that. Actually, most of that is 
telephone expense. Our telephone bill runs fairly close to $300 a 
month, and you add to that your usual telegrams-——— 

Mr. Jonas. I can understand why litigants would be calling you, 
perhaps, but why do you have to telephone? 

Mr. ScHornreLtpeR. You understand this is not long distance; 
this is merely telephone service within the establishment. 

Judge Kern. We share with the Internal Revenue Service the 
expense of a telephone exchange. That includes telephone operators, 
switchboard operators, and so forth. 

Mr. ScHOENFELDER. Actually, this is a very reasonable figure based 
on the arrangement we have. We use the Internal Revenue Service 
switchboard and we supply them with one operator. They bill us 
on the basis of the prorated number of calls that are made on the 
switchboard and then charge us, of course, for the instruments, and 
so forth, the usual charge that is made by the telephone company. 


BACKLOG OF CASES 


Mr. Krueger. Did I understand correctly that you have today 
11,300 cases in the backlog? 

Judge Kern. Yes, sir. 

Mr. Krueger. How does that compare with what you had last. 
year at this time? 

Judge Kern. It is about 1,000 less. 

Mr. ScHoenretper. You will find a tabulation which shows the 
information you are interested in at page 148 of the committee print. 
In 1953 the court received 7,122 petitions. The estimate for the 
current year 1954 is 6,000. 

The number of cases closed in 1953 was 5,880; the estimate for this 
year is 6,300. 

If you want to go back to a year prior to 1953 to get the compara- 
tive statistics, 6,870 cases were filed in 1952 against 7,122 for 1953 
and, in 1952 those closed amounted to 5,045 as against 5,880 in 1953. 
There was a 17 percent increase in cases closed in 1953. 

Mr. Krugcer. It will take quite a while to catch up if you do not 
get some relief in the number of cases filed. 

Mr. ScHornrevper. That is right. 

Mr. Kruecer. You have a big backlog and, at that rate it will 
take a long time to catch up. 

Judge Kurn. That is why we want to go as fast as we can. We 
would like to reduce that certainly to somewhere between seven and 
eight thousand cases. 
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Mr. Kruecer. You say you have 15 judges? 

Judge Kern. Yes, sir. 

Mr. Kruecer. Fifteen judges to take care of cases. 

Judge Kern. Yes, sir. 

Mr. KruxGer. And they are geographically located throughout 
the Nation, or are they here? 

Judge Kern. They are here and we schedule hearing calendars 
throughout the country in about 50 cities throughout the Nation. 

Mr. Krurcer. And they travel? 

Judge Kern. They travel. It is a circuit-riding proposition. 
Of course we set down on each calendar many more cases than the 
judges can try, but they try to bring these parties to a settlement of 
the cases. ‘The greater part of the judge’s work 1s not only hearing 
cases, but also they have to file written findings of fact and opinions 
in each one of the cases, because of the fact they are trying to es- 
tablish precedents that will settle many other cases throughout the 
country that never get to litigation. 


INCREASE IN BUDGET REQUEST 


Mr. Krvureer. You requested about $30,000 over what you 
received last year? 

Judge Kern. It is $30,000 over the budget for this vear, but it is 
only $5,000 in excess of the budget this year plus the $25,000 supple- 
mental which the Bureau of the Budget has approved. 

Mr. Kruecer. You are going to ask for a supplemental of $25,000? 

Judge Kern. Yes. The Budget Bureau approved $25,000. We 
asked for $60,000 and they approved $25,000 and permitted us to 
allocate on the strength of that. 

Mr. Krueger. The difference between last year’s appropriation 
plus the supplemental and fiscal year 1955 will be what amount? 

Mr. Scnoenrevper. The difference between 1954 with the 
supplemental and 1955 in total will be $5,000. 

Judge Kern. And as I pointed out in my first statement, the in- 
crease of $30,000 over the original 1954 budget is less than the in- 
creased cost incident to the legislation passed by the last session of 
Congress. 

CALENDARS OF HEARINGS 


Mr. Kruecer. In your preliminary statement you said you aver- 
aged about $862,000 per calendar. How many calendars do you 
schedule a year or a month? 

Judge Kern. That is a flexible kind of thing. I was talking about 
calendars; then, again, I was talking about the number of weeks of 
trial work. This year and next year we hope to have approximately 
175 weeks of hearings. Sometimes we have a week’s calendar set; 
at other times we have a 2 week’s calendar set. So it is hard to say 
how many calendars we do have. Let us say it is 175 divided by 2. 
That would be approximately 83. 

Mr. ScHoENFELDER. I would say it would be about 100 calendars 
for the fiscal year. 

When he says 2 weeks, he means it will be 2 weeks set in 1 location. 

Mr. Jonas. When a judge goes out to hold a calendar, how many 
people accompany him? 
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Judge Kern. Just one clerk. We have what we call division clerks. 
They sort of act as combination clerks and bailiffs. 

Mr. Kruecer. You do not carry you own reporters? 

Judge Kprn. No; that is done by contract by localities. 

Mr. Yates. Are the transcripts shipped back to Washington? 

Judge Kern. Yes. 

Mr. Yares. That is expensive, is it not? 

Mr. ScHoreNnreLpeER. No; it is borne as part of the cost of the 
official reporter under contract. 

Mr. Anprews. Mr. Chairman, would it be in order for the chief 
judge to tell us briefly the procedure he follows from the time a judge 
eaves Washington? 

Mr. Jonas. I think it might be of interest. 

Mr. Anprews. Tell us briefly what a judge does when he leaves 
here; where he goes; where he holds court; who attends; who pays 
for the transcript and so forth. 

Judge Kern. May I start with the preliminary work in the Chief 
Judge's Office? 

COURT PROCEDURE 


One of the duties of the chief judge is to arrange calendars and in 
eneral to fix the number of cases that are to be set on a calendar. 
That is a pretty complicated proposition. 

The judges are sent out; they are accompanied by a division clerk; 
the cases are called. 

On a 2-weeks’ calendar, we try to set cases that are estimated to 
last 250 hours. We know that a judge can only hold hearings about 
30 hours a week; so we hope that the cases representing the difference 
between the 60 hours the judge can sit and the 250 hours estimated 
for the entire calendar will be settled at the time they are called on 
the calendar. 

The judge sits in a courtroom. We have our own courtroom in 
New York City where we sit about every other week during the fall, 
winter, and spring. And we have our own courtroom in the Court of 
Appeals Building in Chicago. In other places we have to borrow 
courtrooms. Most of the Federal courts are very hospitable and let 
us use their courtrooms; although we do have some trouble. Prac- 
tically the bulk of the long-distance and telegraphic charges we have 
are incurred in trying to get courtrooms. 

At the call of the calendar, the cases are responded to as called by 
counsel and estimates of the trial time are made and the judge gets 
some inkling of cases that might be settled if a little more time were 

iven. After the call of the calendar, before the cases are set definitely 
or trial, the judge frequently has conferences in chambers between 
counsel particularly in those cases in which settlements are sensed to 
be possible. After those conferences, the judge then sets the cases 
definitely for trial at a certain time and the cases are tried. Tran- 
scripts are made. 

After the case is tried, the judge gives time for the filing of briefs 
and when the hearings are concluded his trunks are packed with 
pleadings and all of the exhibits, evidence of a documentary nature, 
and taken back to Washington. 

Then the work starts on those cases; briefs are filed. In some of 
the cases, I would just like to point this out, we have voluminous 
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records. We have one case going on in court now in which the 
exhibits are being stored in a room which serves as a sort of anteroom 
to our two courtrooms in Washington, and they are so voluminous 
that when I have to be on the bench every Wednesday morning on 
motions I have trouble in passing through the mass of exhibits in that 
case. 

The cases are then worked out by the judges themselves. Law 
clerks are put on the assembling of the facts, the finding of facts, 
drafting of opinions, memoranda of laws, and so forth, and the final 
report of the judge on that case constitutes a finding of fact and opinion. 

That goes to the chief judge. It is my duty to read all of those 
reports that come through to determine what cases should go out 
in mimeographed form without publication, and what cases should 
be published without review by the full court, and what cases should 
be referred to the full conference of the court. We want to obtain 
uniformity so that taxpayers throughout the country will be treated 
in the same way. In those cases in which there are divergent opinions 
and which I think maybe the case goes off a little bit from our estab- 
lished line, I refer to the full conference. Every Friday the court 
meets together and considers these cases I designate for court review. 

In that way, we operate as a unified court in applying our concept 
of justice uniformly throughout the country without favor. 

Mr. ANDREWS. Does one judge have authority to issue a decision? 

Judge Kern. A judge has a right to propose a decision. 

Mr. Anprews. But the full court or majority of the full court must 
issue the decision? 

Judge Kprn. He proposes a decision of a case in his report that 
comes to me and if I approve it I can let it go out subject to recall. 
Within so many days, I think 60 days, if one of the other judges said 
to me, ‘You made a mistake; you pulled a boner. That should be 
reviewed by the full court,’ then I call it back. I have had to do 
that on two occasions. And then it is referred to the full court. 


TAX COURT WITNESSES 


Mr. AnprEws. Does the judge out in the field where he is holding 
court have power to issue subpenas for witnesses? 

Judge Kern. Yes; the court has authority to issue subpenas. 
However, it does not have any authority to punish for contempt. 

Mr. Anprews. You cannot compel witnesses to appear and testify? 

Judge Kern. No, sir; there will be, I hope, inserted in the revision 
of the Internal Revenue Code now being worked on, a provision giv- 
ing us the right to enforce our subpenas and orders by contempt 
procedure if necessary. 

Mr. AnpreEws. Do you have that right now? 

Judge Knrn. We do not have that right now. 

Mr. AnprEws. As a matter of fact, this court you conduct is 
operated solely for the benefit of the taxpayer. 

Judge Kern. That is right; it is a taxpayer’s court. 

Mr. Anprews. And the witnesses who appear there, in the main, 
are the taxpayer’s witnesses. What do you call the taxpayer in your 
court? 

Judge Kern. Petitioner. 
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Mr. ANpREws. Most of the witnesses are petitioner’s witnesses 
and if he cannot get his own witnesses to court then the court is not 
interested in the appearance of those witnesses. 

Judge Kern. That is true. Of course both parties are interested 
in getting their witnesses there but occasionally we run into trouble. 
In connection with the Andrew W. Mellon case which is one of our 
big cases, some of you may recall that case, the Union Trust Co. of 
Pittsburgh refused to comply with the subpena duces tecum and we 
had to hold over that case for 6 months in order to permit the Govern- 
ment—I think the Government asked for the subpena—to go into the 
district court. But that is an unusual thing. Usually the taxpayer’s 
witnesses appear. 

RULES OF EVIDENCE 


Mr. ANpREws. What rules of evidence apply in your court? 

Judge Kern. The statute provides that the same rules of evidence 
shall apply in our court as apply in the courts of equity in the Dis- 
trict of Columbia. That is another thing we hope will be changed, 
because there are not any courts of equity in the District of Columbia 
now. We would like to see it modified to say ‘‘rules of the district 
courts in trying cases without a jury” and let it go at that. 


DISPOSITION OF CASES 


Mr. Yares. I notice you are a little behind in the disposition of 
cases filed each year; there are more cases filed than cases closed. 

Judge Kern. That is true in the last couple fiscal years. That is 
largely due to the abnormal increase in the number of cases filed and 
that was really a cause of great alarm to us. However, I must say 
in the last 6 months that the trend has been reversed and in the last 
© RORA we have closed 3,800 as against approximately 2,100 cases 
filed. 

Mr. Yares. How old is the oldest case you have? 

Judge Kern. I cannot answer that. There are some very old 
cases. | go over them every now and then. ‘The most of those | 
find are aging on account of local iitigation, bankruptcy proceedings, 
or probate court proceedings, or equity receivership proceedings. 

Mr. Yarrs. How old are those cases? 

Mr. ScHOENFELDER. Probably not more than 10 years. 

Judge Kern. The oldest case is about 10 vears old. 

Mr. ScHoeNFELDER. And that is because of the desire of the parties 
for a continuance. For some reason they are not ready to go to trial. 

Mr. Yates. Do you ever compel parties to go to trial as they do 
in the district courts? 

Judge Kern. Once in a while. 

Mr. Yares. In order to clean up your docket? 

Judge Kern. We are so concerned in other cases where at least one 
party wants the case to be tried that we are not going to struggle too 
much with cases in which neither party wants to go to trial. But 
we are conscious of that; it should be done. 

Mr. Yares. Do decisions carry an award of interest? 

Judge Kern. That is a possibility, ves. 
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Mr. Scuorenrecper. | think you can say this: It is obvious from 
the nature of the litigation that those cases would not have been 
continued, if it was the desire of the petitioner to bring them to trial. 

Mr. Yares. I think that is true; but the point I make is this: 
Suppose the petitioner seeks a delay and his petition is subsequently 
allowed after being delayed for 2 or 3 years, will interest on the 
amount of the petition be allowed? 

Judge Kern. No, because he has not paid it. One of the things 
about our court is that the taxpayer does not have to pay before he 
comes in. It is interest running against the taxpayer. You see, the 
taxpayer has not paid. 

‘ Mr. Jonas. When it goes into the district court, he has to pay 
rst. 

Judge Kern. That is right. 

Mr. Yates. So the longer he delays, the greater the possibility of 
interest accruing against the taxpayer. 

Judge Kern. That is right. 

Mr. Anprews. It runs from the time judgment is rendered. 

Judge Kern. That is right. 

Mr. Yates. So that is an incentive for him to dispose of the case. 

Judge Kern. That is right. And although we have a substantial 
backlog, the amazing thing to me is how few cases there are in which 
the parties are anxious to have trial, or any one party is anxious to 
have trial, and that we are forced to delay on our own account. So 
far as denying parties trial because of our own limitations, we have 
not been forced to do that to any extent. 


HEARING COMMISSIONERS 


Mr. Yates. You spoke earlier in your testimony about hearing 
commissioners. Is that an officer of your court designated for the 
purpose of taking testimony? 

Judge Kern. Sometime ago Congress authorized the court to 
appoimt commissioners for certain cases to hear the testimony in those 
cases and make proposed findings of fact. 

Mr. Yates. You say Congress authorized these appointments? 

Judge Kern. Yes. 

Mr. Yares. Authorized you to make the appointment of commis- 
sioners? 

Judge Kern. That is right, from the legal staff of the court. That 
did not work so well because I was invading the legal staff of the 
individual judges to get commissioners. For example, I sent an 
attorney out on one of Judge Turner’s cases, which was a long section 
722 case in Seattle, Wash. It was as I remember, the Puget Sound 
Lumber Co. case. He was out there for 3 weeks hearing the case and 
to work up that case will take a month or 6 weeks; and that will take 
the attorney from Judge Turner, who needed him very badly. So 
the Budget Bureau and this committee authorized an enlargement of 
our legal staff to the extent we would have available attorneys who 
are designated to act as commissioners. We have three of those now 
and have been using them on the section 722 refund cases—refund of 
the excess-profits tax on account of abnormality. Those are awfully 
hard and difficult cases and long cases to try. They have been very 
effective, I think, and I would Tike to keep them doing that. They 
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go out and hear the cases and prevent tying up a judge for weeks in 
the trial of the cases. Then they file proposed findings; the case is 
then submitted to a judge, briefs are filed before the judge and it 
permits the judge to decide it without the necessity of sitting there 
and hearing those cases. 

Mr. AnDREws. Let us say a taxpayer gets into an argument with a 
collector and the collector files a lien against his property and the tax- 
payer takes an appeal to your court: Does the appeal to your court 
supersede that lien? 

Judge Kern. No; it does not. Those are troublesome cases and 
one of my principles as chief judge has been to give precedence to 
those cases involving jeopardy assessments. Those are liens that tie 
up the taxpayer’s property. 

Mr. Anprews. Let us say he files a lien and the taxpayer appeals 
to your court and you give a ruling favorable to the taxpayer: What 
is the situation then? 

Judge Kern. When our decision becomes final, that is, when the 
period of appeal lapses, the decision goes through. 

Mr. Anprews. In other words your ruling overrules the Com- 
missioner? 

Judge Kern. That is right; yes, sir. 

Mr. Yarss. You spoke of having three commissioners from your 
legal staff authorized for the purpose of hearing section 722 cases. 

Judge Kern. No, not section 722 cases only. 

Mr. Yares. Authorized for hearing cases. 

Judge Kern. That is right. 

Mr. Yates. And you have used them for hearing section 722 cases? 

Judge Kern. That is right. 


NUMBER OF CASES PENDING 


Mr. Yates. I notice there are approximately 12,000 such cases 
involving somewhat less than $1 billion. 

Judge Kern. No, sir; those are not section 722 cases—— 

Mr. Yates. Sections 721 and 722 it says on page 3 of your justifica- 
tions. 

Mr. Scuorenretper. In total. There is a breakdown on that. 

Mr. Yates. It says income-tax cases including section 722. 

Judge Kern. No. The total number of cases now pending under 
721 and 722 are 902. There have been filed 2,259 of those cases, but 
there are now pending 902 of them. If there were any more than that 
T would have more white hairs in my head than I have now; and that 
is plenty. 

Mr. hus You do not anticipate the same result this year as 
occurred in the last 2 fiscal years, namely, not being able to dispose of 
as many cases as are filed? 

Judge Karn. No, sir. 

Mr. Yares. Will there be much difference, however? 

Judge Kern. I cannot prognosticate. 

Mr. Yarzs. I am wondering what is going to happen to the 12,000 
vending cases. 

Judge Kern. That is our worry, too. At the present time there 
are pending 11,300 cases. It depends upon the number of cases we 
can dispose of. That depends on the number of calendars we can 
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schedule. More than anything else, it depends on the number of 
—- filed. For the last year, the number of cases filed has gone 
own. 

Mr. Yares. Would it not be to the benefit of the taxpayer if Con- 
gress authorized the Tax Court to appoint, at least temporarily for 
the purpose of cleaning up your dockets, an extra number of commis- 
sions to hear those cases? 

Judge Kern. That is a matter of policy that I think I would like to 
think about. We have always prided ourselves on the fact that the 
judges try most cases themselves. The commissioner device was used 
as a sort of emergency measure in those long cases to take the burden 
of trial off of the judge. 

Mr. Yates. You have a thousand such cases. 

Judge Kern. No; we have 900 such cases left. We have hopes to 
keep a rather small organization, so that we can operate as a unified 
tribunal. In order to do that, we have to keep it within some bounds. 

Mr. Yares. I will agree with you, and I want to compliment vou 
on your desire to refrain from being an empire builder, but neverthe- 
less I am concerned with the delay in relief for the taxpayer who has 
a case pending; how long does he have to wait before he can get a 
decision? 

Judge Kern. They have not had to wait too long, so far as the 
taxpayers and the Government are concerned. Cases that both 
parties or either party wants to have tried, we can get them on. 

Mr. Yares. In what period of time? 

Judge Kern. We hope with the use of commissioners to hear 
those long cases and with the building up of a panel of retired judges 
under the Retirement Act to supplement the work of the regular 
comet, to get the court made up of younger men who can handle the 
oad. 

Let me point out while those figures seem to be pretty startling— 
and they were of great concern to me—nevertheless at one time there 
were pending approximately 25,000 cases. 

Mr. Yates. When was this? 

Judge Kern. That was in 1929, 1930, 1931, and 1932. 

Mr. Yates. How many years did it take to clean that up? 

Mr. ScnoenFretpver. About 6 years. 

Mr. Yates. Six years without the use of commissioners? 

Mr. ScHoENFELDER. Yes. But there were unusual methods that 
were enforced to dispose of those cases. They did not go to trial for 
the most part. 

Mr. Yates. Then I would assume during the earlier years there 
were not many additional cases filed. 

Mr. ScHOENFELDER. Yes, sir. 

Judge Kern. Let me correct that statement to some extent. The 
high point was reached in 1928 when there were between 21,000 and 
22,000 cases filed. That was reduced to about 16,000 by 1930. _ It 
went up in 1931 and 1932 to approximately 19,000 and then it dropped 
from 19,000 in 1933 to a little over 10,000 in 1934. 

T may say that was a combination of several circumstances. I was 
not here in those days, but I have heard the older folks who were here 
say it was a combination of certain circumstances. One of the things 
that contributed to the cleaning up of those cases was the depression. 

Mr. Yates. I would assume so. What is the low point? The last 
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figure you gave us was something like 10,000. Did it ever fall below 
10,000? 

Judge Kern. Yes. The low poimt came during the last war and 
went down to a little below 5,000. 

Mr. Yares. 5,000 cases? 

Judge Kern. A little below 5,000 cases. I was just saying to Mr. 
Krueger I would hope we could get it down to around 7,000 cases. 

Mr. ScHOENFELDER. If you are interested, you might turn to our 
justification, to pages 3 and 4 which have reference to your specific 
question about section 722 cases. According to our projected esti- 
mates, we assume on the basis of the present rate of disposition of 
section 721 and 722 cases that at the end of the year for which we are 
now justifying our appropriation estimate (fiscal year 1955), we 
would have about 760 cases. Actually as of today, or as of December 
31, 1953, we had 888 section 721 and 722 cases still pending. In 
other words, between the time this justification was written showing 
the number as of November 1, through the month of December, we 
have disposed of another 34 cases. 

Judge Kern. A large amount of that was due to the fact that we 
have been able to set these other calendars before the commission>rs 
and I think in a large number of those the parties were able to get 
together and settle their cases. 

It is very seldom I have an opportunity to express myself publicly 
with regard to the court. I would like to take this opportunity to 
pay tribute to my colleagues who have worked far beyond the call 
of duty in the work of the Tax Court. They have worked con- 
scientiously and hard. No medals are given by our Government to 
faithful civilian servants, but I would like to take this opportunity 
of paying tribute to my colleagues who have worked very, very 
conscientiously. 

Mr. Yates. Your court enjoys a very fine reputation in my com- 
munity, I know, and I think it is true throughout the country. That 
was behind my questioning. I was trying to find out whether this 
committee and the Congress can be of help in expediting the work 
of the court, at which your judges have worked so conscientiously. 

Judge Kern. Congress has already been very kind. That retire- 
ment system has been a great step forward and will be in the future. 
It will permit our judges to retire at the age of 70, or after 18 years’ 
service, and it will permit the court to become filled with an average 
of younger men, and will give us a reservoir of retired judges who can 
be recalled for active service. We hope under this system we will 
be able to do the job. 

Mr. Jonas. If there is nothing further, thank you, gentlemen. 

Judge Kern. Thank you. 
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Tupspay, JANUARY 12, 1954. 


FEDERAL TRADE COMMISSION 


WITNESSES 


EDWARD F. HOWREY, CHAIRMAN 

JOHN W. GWYNNE, COMMISSIONER 

JAMES M. MEAD, COMMISSIONER 

DAVID C. MURCHISON, LEGAL ADVISOR AND ASSISTANT TO THE 
CHAIRMAN 

ROBERT M. PARRISH, EXECUTIVE DIRECTOR 

ALEX. AKERMAN, SECRETARY 

WILLIAM P. GLENDENING, ASSISTANT SECRETARY AND CHIEF, 
DIVISION OF BUDGET AND FINANCE 

EARL W. KINTNER, GENERAL COUNSEL 

JOSEPH E. SHEEHY, DIRECTOR, BUREAU OF ANTIMONOPOLY 

DANIEL J. MURPHY, ACTING DIRECTOR, BUREAU OF ANTIDECEP- 
TIVE PRACTICES 

JAMES A. HORTON, DIRECTOR, BUREAU OF INDUSTRY COOPERA- 
TION 

JESSE W. MARKHAM, ACTING DIRECTOR, BUREAU OF INDUSTRIAL 
ECONOMICS 

WILLIAM LEVIN, CHIEF, DIVISION OF FINANCIAL REPORTS 


Amounts available for obligation 


1953 actual | 1954 estimate 1955 estimate 


Appropriation or estimate... 
Unobligated balance, estimated savings 


Obligations incurred =x 4, 177, 234 


_ Obligations by activities 


Description | 1953 actual 


1954 cxtimete | 


E 
$1, 685, 540 | 
234, 210 | 


540 | 


| 
| 
| 
5, 
335, 540 | 
| 


Investigation and litigation $1, 711, 8 
Economic and financial reports , 267, 851 
2. Antideceptive practices: 
Investigation and litigation 985, 167 
Trade practice conferences... - 313, 
Wool, Fur, and Flammable Fabrics Acts administra- 
tion 813 286, 640 } 
15, 000 


336, 260 
232, 770 | 
4, 053, 800 | 


406 
Lanham Act and insurance... 90; 108 
. Executive direction and manage ment ai, 075 

. Administration 


4, 177, 234 


1.952.900 20, 00 
1955 estimate 
$1, 683, 460 
287,770 
855, 750 
350, 130 
312, 340 
14, 960 
349, $20 
245, 770 
4, 200, 000 
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Obligations by objects 


Object classification 1953 actual 1954 estimate | 1955 estimate 


Total number or permanent positions 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average grade 

Crafts, protective, and custodial grades: 
Average salary._......._. 
Average grade... 

Ungraded positions: Average salary 


Personal services: } 
$3, 739, 478 | 
13, 822 | 

10, 000 } 
3, 860, 900 
148, 500 
Communication services ............... | 27, 675 | 51, 66, 000 
Rents and utility services. ...............--.---2--.. 3, 3, 500 | 19, 500 
Printing and reproduction , 746 | 5, | 15, 000 
Other contractual services... 2 | 23, 675 | v 24, 500 
Services perforined by other agencies 5 5, 18, 100 
Supplies and materia 35, 089 | 27, 31, 000 
Refunds, awards, and indemnities } 


Obligations 4,177,234 | 4, 053, 800 | 4,200, 000 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year $330, 460 $310, 190 
Obligations incurred during the year 4, 177, 234 4, 053, 800 


4, 507,694 | 4, 363, 990 | 4, 500, 000 
Deduct unliquidated obligations, end of year 7 310, 190 300, 000 310, 000 


Total expenditures 4, 197, 504 4, 063, 990 4, 190, 000 
Expenditures are distributed as follows: ix 
Out of current authorizations 3, 867, 044 3, 753, 800 | 3, 890, 000 


Out of prior authorizations 330, 460 310, 190 300, 000 
| 


Mr. Puiturrs. We have before us this morning the representatives 
of the Federal Trade Commission, presenting their budget requests 
for fiscal year 1955. The Commissioners present are Edward 
F. Howrey, Chairman; Commissioner Mead; Commissioner John 
Gwynne, who is well known to us and who served with many of us in 
the Congress. 

What year did you come to Congress? 

Mr. Gwynne. in 1935, in the 74th Congress. 

Mr. Puixuips. I think that covers the members of the Commission 
who are present. How many members has your Commission? 

Mr. Howrey. We have five. Commissioner Carretta and Com- 
missioner Mason are not here this morning. 

Mr. Puiuirrs. We have a custom in this committee when we have 
new members of a commission present, as you are, Mr. Howrey and 
Mr. Gwynne, to ask them very informally to give us a thumbnail 
sketch of their background. 


== 
ee $5, 960 | $6, 130 | $6, 047 
GS-8.6 | GS-88 GS8-8.7 
| } 
: $2, 967 $3, 077 | $3, 101 
---:---| O©PC-35| CPC-36| CPC-3.6 
$4, 428 $4, 863 | $4, 846 
02 
03 
04 
05 
06 
07 
0s 
09 
13 
$300, 000 
4, 200, 000 
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BACKGROUND OF COMMISSIONER HOWREY 


Mr. Howrey. Well, my name is Edward F. Howrey. I was born 
in John Gwynne’s home town of Waterloo, lowa, but I left there in 
1925 after graduating from the University of Iowa and came here 
to Washington. I have been practicing law in Washington for 25 
years. 

I should say after graduating from law school, I spent 2 years in 
the Antitrust Division of the 1 serene of Justice and from 1929 
to last April 1 I practiced law in Washington, more or less specializing 
in antitrust and Federal Trade Commission matters. 

I am now from Virginia. Although I was born in Lowa, I have 
lived in Virginia for more than 20 years and I was appointed as a 
Republican from Virginia. 

So, while Congressman Gwynne and | are from the same home 
town, he is still from Iowa and I am now from Virginia. 

I can give you more if you want it, or will that suffice? I have 
been Chairman since April 1, 1953, appointed by President Eisenhower. 


BACKGROUND OF COMMISSIONER GWYNNE 


Mr. Gwynne. I was born in Iowa, not in Waterloo, however. I 
went to the State University of Iowa and received my law degree there. 
After graduating, I went to Waterloo. At that time the Chairman, 
Mr. Howrey, was a boy growing up. For some strange reason, after 
1 got there, he left. 

Anyway, I practiced law there, was on the municipal court of 


Waterloo, and was prosecuting attorney for Black Hawk County. I 
came to Congress on the year 1935 and was here until 1948. After 
that I went back to Waterloo and practiced law and was appointed 
on the Commission on September 26 last year. 

Mr. Puiurps. We are very glad to see you back. 


BACKGROUND OF OTHER COMMISSIONERS 


Are all the members on your Commission lawyers? 

Mr. Howrey. No. The former Chairman, the distinguished 
former Senator and former Congressman Mead, I believe, is not a 
lawyer by education; but he is certainly a lawyer by knowledge and 
profession. We think very highly of his legal abilities. 

Mr. Meap. I stand convicted by association. 

Mr. Pritups. What are Mr. Mason and Mr. Caretta? 

Mr. Howrey. They are both lawyers. Commissioner Mason is 
from Chicago, a former member of the Illinois State Legislature and 
formerly counsel to one or more congressional committees. He, I 
think, was with the NRA and is our senior Commissioner, having been 
appointed, I believe, by President Truman, and is now serving his 
third term. He is a Republican. 

Commissioner Carretta is a Democrat from New York although I 
guess he also is from Virginia now. He is a career Government man 
who came from New York down to Washington in the early days of 
the Roosevelt administration or sometime in the early part of it, and 
was in various Government agencies, I think more particularly the 
SEC. Then he left the Government and practiced law for a year or 
two and was then appointed to the Commission 2 or 3 years ago. 
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Mr. Puiuurps. Last year you received from Congress $4,053,800. 
> you have any idea, Mr. Parrish, how much of that will be left over 
this year? 

Mr. Parrisu. I do not believe there will be much if any left over. 

Mr. Puiuurrs. For next year, you are asking $4,200,000. The 
increase almost all appears in personnel. 

Do you have a general statement you would like to make? 

Mr. Howrey. I have a brief one that I think might be helpful. I 
can either read it or summarize it. 

Mr. Putuurps. I think perhaps if it is not too long you might read it. 


GENERAL STATEMENT 


Mr. Howrey. The total amount requested is $4,200,000 which is 
$146,200 more than the sum appropriated by Congress for the fiscal 
year 1954. 

This is the first budget prepared under my direction since I became 
Chairman of the Commission on April 1, 1953. 

Our request is based upon a thorough revaluation of the Commis- 
sion’s statutory responsibility for the preservation of the free enter- 
prise system. 

The Federal Trade Commission should be one of the most important 
and vital agencies in Washington. It exercises a jurisdiction which 
staggers the imagination. It supervises the competitive practices of 
our vast multi-billion-dollar economy. It is charged with the basic 
ay 4 of preserving our private competitive system. 

he antitrust laws, in the field of which the Commission operates, 
are deeply embedded in our business philosophy. They were enacted 
many years ago as the Magna Carta of economic freedom for an Amer- 
ica emerging from an agricultural economy. 

It is part of our job to see that they are administered vigorously, 
fairly, and intelligently, with due regard for all segments of our 
economy, including the consumer, the small-business man, the me- 
dium-sized, and the large. The fulfillment of such statutory purpose 
and policy is vital to the maintenance of the economic strength of our 
Nation, without which its economic as well as its political freedom 
cannot long be preserved. 

The attached budget differs from the Commission’s appropriation 
and allocation for the current fiscal year as set forth below. It 
should be noted that only the financial reporting program requires 
the appropriation of additional funds, since funds for the other three 
items are provided within the current appropriation. 


INDUSTRIAL FINANCIAL REPORTING PROGRAM 


The entire increase of $146,200 requested for fiscal year 1955 will 
be utilized in the extension of the Commission’s industrial financial 
reporting program which is a service function the Commission per- 
forms for the Federal Government. This entire program is coordi- 
nated by the Bureau of the Budget together with a governmentwide 
interagency committee. This proposed expansion has the strong 
support of the Bureau of the Budget and of other agencies such as, the 
Board of Governors of the Federal Reserve System and the Depart- 
ment of Commerce which make extensive use of the financial data 
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published by the Commission. ‘The additional funds requested will 
enable the Commission to extend the reporting to include wholesale 
trade, retail trade, and mining corporations, to prepare preliminary 
estimates to be made available to the major users of the report and 
thereby permit an improved financial report, and to draw a new 
and necessary up-to-date sample from 1953 income tax returns of 
manufacturing, mining, and trade corporations. 

I have samples of those reports with me, if any of vou would care 
to see them. 


ESTABLISHMENT OF AN OFFICE OF ECONOMIC AND MARKETING 
ADVISER 


The economic work of the Commission has not been adapted to 
the requirements of the Administrative Procedure Act. The act 
prohibits any person engaged in the investigation or prosecution of 
a case from engagine in any ex parte relationship with Commissioners, 
and thus bars the latter from obtainin, needed assistance on market- 
ing matters. 

This serious defect should be remedied by attaching an Office of 
Economic and Marketing Advise: directly to thd Commission to per- 
form functions in the same manner as the General Counsel performs 
legal functions. Establishment of this office does not involve the 
appropriation of additicnal furds, since funds in the amount of 
$14,600 are being diverted from amounts which are this year allocated 
for general antideceptive practices work. 

Mr. Puiuuips. I am not sure [ understand that. You are making 
a reduction of $72,000 ia investigation and litigation and an increase 
of $14,590 in trade practice functions. 

Mr. Howrey. Yes. 

Mr. Puruures. If economic and financial reports are so important, 
perhaps you should at the same time justify their relative importance 
to investigation work under antideceptive practices. 

Mr. Howrey. Well we felt in revaluating, as I like to call it, the 
job—the new members, at least—that emphasis should be put on 
certain things that had not been emphasized in the past. In order 
to do that, we had to reallocate our funds. We asked for additional 
funds but were turned down by the Bureau of the Budget, so we felt 
they were so important that we had to reallocate existing funds. So 
we took, as you said, $67,100 from the Investigation and Litigation 
Section of the Bureau of Antideceptive Practices and reallocated it 
to various things. I am going to mention others, but the one I am 
mentioning now is an economic and marketing adviser to the Com- 
mission. i I may, I would just like to explain that and then go on. 

The $14,600 which we are diverting from the Bureau of y cath ialeemg 
tive Practices will be used for an economic adviser who will be attached 
to the Commission. After all, most of our problems are economic 
problems. We resolve them by the use of legal procedures but as Com- 
missioners we have not been able to call for economic advice for the 
reason our Bureau of Economics is almost always engaged, in one way 
or another, in the investigation or prosecution of cases and under the 
Administrative Procedure Act we are forbidden from obtaining the 
benefit of their advice, because we cannot talk to anyone who is 
engaged in the prosecution of a case. So we are asking for an economic 
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adviser to be attached at the Commission level, the same way as the 
General Counsel is attached at the Commission level, so we can have 
an economist to advise us the same as we have a lawyer to advise us 
at the Commission level. 

Mr. Yates. Did you say that you cannot speak to your own staff 
after a case is begun? 

Mr. Howrey. That is correct; if they are engaged in the investi- 
gation or prosecution of it. The Commissioners cannot. 

Mr. Yares. If you have an economic adviser, will he be allowed to 
talk to them? 

Mr. Howrey. He will not be able to once he is appointed. 

Mr. Yares. He will not be allowed to talk to them? 

Mr. Howrey. He will be allowed to talk to us, but not the people 
who prosecute a case. 

Mr. Yares. What you are doing, then, is setting up different levels 
of economic advisers? 

Mr. Howrey. No. Congress did that in the Administrative Pro- 
cedure Act, quite wisely, I think. After a case reaches a formal stage 
and becomes a public matter, then it proceeds almost like any other 
matter in court. You file a complaint, file an answer and have a 
hearing. Now people engaged in the prosecution of that case and 
people engaged in the decision of that case, that is, our hearing 
examiners, for example, cannot talk to each other ex parte there- 
after, just as judges cannot talk ex parte to anybody who takes part 
in the prosecution of a case. So we want an economist attached to 
the Commission whom we can talk to like we can to the General 
Counsel. 

That is true not only of the Federal Trade Commission, but of every 
Government agency. That is the main philosophy of the Adminis- 
trative Procedure Act. 

Mr. Yares. Would it not be better and a lot cheaper to let the 
prosecution rest with the Attorney General so that you can have the 
advice of those people? 

Mr. Howrey. No, | think not. The whole concept of the adminis- 
trative agency setup is that they will get together a body of experts 
who will familiarize themselves with these problems and become 
specialists, if possible, in the different problems. And a great deal 
of our work is not adjudicatory. First, we have the whole matter of 
economic reporting; we have this financial reporting which I will deal 
with later; we have investigative work; we have the voluntary com- 
pliance work, and then we have our case work. But in our case work 
we cannot talk ex parte to the prosecutor. 

Mr. Jonas. Do you contemplate using this economic adviser to 
give you help in deciding the cases that are before you? 

Mr. Howrey. That is not my theory of it. We would use him as we 
use our General Counsel, and we use our General Counsel every day 
to advise us on legal questions. We would not have him review the 
evidence and decide the case; but, just as a typical example, the other 
day in our Pillsbury decision we had to get together a great deal of 
economic data on the milling industry generally. I had to dig that out 
myself from the record because I had no one I could call on to furnish 
me with summaries, etc. 

Mr. Jonas. You could have it presented to the Commission as 
evidence in a hearing, could you not, so that both sides could have the 
advantage of it? 


Mr. Howrey. Yes. But in my concept of an administrative 
agency, I think we can do just as the courts do. We can read 
economic treatises; we cannot use any facts but we can educate our- 
selves on things outside of the record. And we do every day on legal 

uestions. And I think the concept of the administrative agency is 
that we can do that on economic questions. We cannot, of course, 
furnish ourselves with facts which are not in the record. I agree 100 
percent on that. 

Mr. Yares. Are you not destroying the original purpose of admin- 
istrative law? Was not the Administrative Procedure Act enacted 
by Congress for the purpose of implementing its statutes without the 
formality and necessity of going through law suits? As I_under- 
stand what you are testifying to and what you are doing in the Federal 
Trade Commission is setting up something in the nature of a quasi- 
court for the purpose of lessening suits in the same manner as a judge 
would. Therefore it seems to me you are avoiding the very purpose of 
an administrative agency. 

Mr. Howrey. Your quarrel, I think, if any, is with the basic 
statute; because the basic statute provides exactly how we shall 
operate. 

Mr. Yares. To which basic statute are you referring? 

Mr. Howrey. The Federal Trade Commission Act and section 11 
of the Clayton Act which sets up the procedures of the Federal Trade 
Commission. They were both passed in the year 1914, and they both 
provide that when the Commission has reason to believe that an 
unfair method of competition may take place, or has taken place, we 
shall issue a complaint stating our charges in that respect; there shall 
be a hearing and shall be briefs and argument; it shall be subject to 
court review. That is all set out. That is our case work and that is 
the way we have been operating since 1914; and in the last 7 months, 
I can assure you I have not changed that one iota. 

Mr. Yarrs. As one who has participated in the work of an admin- 
istrative tribunal, the Illinois Commerce Commission, which has 
jurisdiction over the regulation of public utilities in the State of 

llinois and which operates under the type of an act I think is com- 
parable to your Federal Trade Commission Act, could institute its 
own complaints of lack of service or rates of utilities, listen to the 
eases and its own staff would prosecute the case with permission to 
the utilities to go into the courts on appeal. 

I think that was the original purpose of administrative law to 
permit action of this type. en you speak of the basic law of the 
Federal Trade Commission being different, in the absence of knowing 
in what respects it is different and in the absence of any different 
method of procedure in the previous administration of the Federal 
Trade Commission, I do not ect how I can agree with the concept 
of establishing your Commissioners in the nature of a court. 

Mr. Patuurps. While we are discussing other matters, the clerk 
might get us a copy of the basic law and let Mr. Yates and Mr. 
Jonas check on it. 

Mr. Kintner. I have it. 

Mr. Yates. Would you like the chairman to refer to the section 
he has in mind which justifies his contention that the Commissioners 
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may not talk to their economic staff in eases filed by the Commission? 

Mr. Howrey. That is section 5 (c) of the Administrative Procedure 
Act. . I do not think there is any difference at all in the way we oper- 
ate from the way you just outlined. Section 5 (c) of the Administra- 
tive Procedure Act would forbid you, as a member of the Illinois com- 
mission, if it were a Federal agency, from calling into your office 
ex parte the person who presented the evidence and sitting down and 
going over your case with him. Our law requires—and it is not just 
the Federal Trade Commission—it is every other administrative 
agency—if you want to call in people, you have to call in both sides 
and sit down and talk to them. 

Mr. Paruuies. Not being a lawyer, I confess to a certain interest 
in Mr. Yates’ statement. Was not the idea of creating the Federal 
Trade Commission, and other Federal administrative agencies, to 
avoid the litigation and complexities of court cases? If the Federal 
Trade Commission operates as a court, then that does raise the ques- 
tion of whether you are operating as the Congress intended when 
your act was passed. 

Mr. Howrey. We do not operate as a court; we operate as every 
other Federal administrative agency operates, and we operate under 
the Administrative Procedure Act as every other administrative 
agency does. 

Mr. Puituirs. Will you complete your statement, now? 


ADMINISTRATION AND ENFORCEMENT OF THE FLAMMABLE FABRICS ACT 


Mr. Howrey. Yes. The powers conferred in the Flammable Fab- 
rics Act, which was part of the legislative program of the 83d Congress, 
and approved by President Eisenhower earlier this year, are much 
more extensive than in the labeling statutes administered by the 
Commission. 

Mr. Puiuurrs. How much of the increase is made necessary by 
that new act? 

Mr. Howrey. We were given no funds to administer the new act. 
The new funds we were given were entirely for the financial reports. 
So we allocated $24,800 to the administration of the new act. 

Not only is the cease and desist order procedure authorized, but a 
complex system of inspection and testing is contemplated by the act. 
In addition, the Commission is authorized to seek to obtain prelimi- 
nary injunctions. Also, a seizure and condemnation procedure is 
provided. No funds have been provided for the enforcement of this 
important legislation. 

In the program presented, we have carefully undertaken to integrate 
this new work with the facilities established for the administration 
and enforcement of the Wool and Fur Products Labeling Acts. Such 
integration, we believe, will make it possible for us to get by on the 
minimum figure which we have presented for the work. But for such 
integration, the cost of administering the act would undoubtedly be 
far greater. No additional funds are being asked for this program. 
Rather, it is proposed to finance this program by diverting $24,800 
from the general antideceptive program. 
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ESTABLISHMENT OF AN OFFICE OF SMALL BUSINESS 


Small business has an essential economic and human role in Amer- 
ican life. All inequitable handicaps should be eliminated so that 
small firms may grow in a healthy way and compete more effectively 
with their bigger competitors. 

Big business and small business are interdependent; one cannot live 
without the other. The distribution system of the Nation consists 
primarily of small wholesalers and retailers who carry manufactured 
goods to market. 

One of the complaints of small business is the mystery and dela 
which surround their applications for complaint; it 1s said that small 
businessmen file applications for complaints and hear nothing further 
with respect to them until a formal complaint issues or the case is 
dropped. We propose to establish a new Office of Small Business. 

One of its principal duties would be to advise applicants for com- 
plaint with reference to the precise status and progress of the investi- 
gations being made by the Commission. Expenses of the Office of 
Small Business will also be handled by diverting $14,500 from funds 
currently used for general antideceptive purposes. 

Mr. Puitiips. Under which item does that come—investigation 
and litigation? 

Mr. Howrey. Yes; $14,500 from there under this item. 

Mr. Putiuips. Oh, you mean investigation and litigation--— 

Mr. Howrey. Of the Bureau of Antideceptive Practices. It is 
really not a diversion. 

Mr. Partiips. You have already reduced that $72,000. Of the re- 


maining money, you are going to use $14,500 for this purpose? 

Mr. Howrey. That is right. I should add while this may be a 
diversion, it is not really a diversion from antideceptive practices; 
because the flammable fabrics work will be performed by the Wool 
and Fur Labeling Division, which is now a part of the Bureau of 
Antideceptive Practices. 


ENFORCEMENT OF ORDERS AND STIPULATION 


One other thing 1 would like to call to your attention is that we are 
not going to allocate any new funds at this time for it, but we are 
going to emphasize our compliance and our enforcement of existing 
orders and stipulations. We have outstanding 4,500 cease and desist 
orders, 8,430 stipulations to cease and desist. Stipulations are where 
we do not use our formal procedures, but where we sit down with 
people and try to obtain voluntary compliance. Where we can in 
certain types of cases, We enter into an agreement called a stipulation 
to cease and desist, where they agree not to continue the practices 
complained of. 

We feel that the amount requested is substantially less than the 
amount which ultimately may be necessary to enable the Commission 
properly to fulfill its broad statutory responsibilities. As of today, 
the Federal Trade Commission has outstanding some 4,500 cease and 
desist orders, 4,000 of which remain wholly untouched and about. 
which the Commission has very little information as to state of com- 
pliance, or whether the parties affected are even in business today. 
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With respect to this important problem of law-enforcement, a 
Small Business Committee of the Congress has stated: 

Without any independent and systematic follow-up the Commission is unable 
to answer (a) Is the respondent actually complying with the precise terms of the 
order? or (b) Has the respondent found another means by which to continue the 
same offense through a technique not covered by the original Federal Trade Com- 
mission complaint? 

The same situation exists with respect to some 8,430 stipulations 
and numerous trade practice rules. We feel that this is a problem 
which should be given very serious consideration by your committee. 

As I indicated before, we want an economic adviser attached at 
the Commission level and I am afraid I got the emphasis on the 
wrong thing. It is not just for our case work; it is for all of our work. 
We have a jurisdiction which is just amazing when you analyze it. 
We have not only the Federal Trade Commission Act and the Clayton 
Act, but we have the Wool Act, the Fur Labeling Act, the Insurance 
Act, and now the Flammable Fabrics Act; we have the Webb-Pomerene 
Act which deals with export trade associations, and we have a num- 
ber of other statutes we are to administer and our time and effort is 
devoted to all of those things and not just hearing work. 


PLANNED IMPROVEMENTS IN PROGRAM 


The committee’s attention is also invited to a number of improve- 
ments in the Commission’s program which we propose to institute 
without requesting additional funds therefor. Included among these 
programs are the following: 


PROPER PERFORMANCE OF THE COMMISSION'S FUNCTION AS A BODY OF EXPERTS 


In creating the Federal Trade Commission, Congress had two 
principal ideas in mind: First, to create a body of experts competent 
to deal with complex competitive practices ““by reason of informa- 
tion, experience, and careful study of business and economic condi- 
tions’; and second, to authorize this body of experts to deal with 
unfair competitive methods in their incipient stages. 

The action was to be prophylactic; the purpose was prevention of 
diseased business conditions. 

In recent years, critics of the Commission have maintained that it 
is not the body of experts Congress intended; that it has become a 
prosecuting agency employing laborious procedures and rigid per se 
interpretations without regard to the relationship of law, business and 
economics and public policy. 

In any event, the specialized know-how which the Commission is 
supposed to exercise plows barren ground if it is bound by absolute 
or per se rules in its law enforcement policies. It is clear that it 
cannot acquire a special knowledge of competitive conditions and 
effects unless it examines all relevant business and economic factors, 
unless it tests public interest and competitive injury by such com- 
parative facts as business rivalry, economic usefulness, degree of com- 
petition, degree of market control, extent of vertical integration, 
customer freedom of choice of goods and services, opportunities for 
small competitors to engage in business, costs, prices, and profits. Our 
submission reflects the importance of this consideration. 


As an essential first step to permit the Commission to become a true 
body of experts as contemplated by the Congress, it is necessary to 
revitalize our Bureau of Industrial Economics in order to provide for 
greater coalescence of legal and economic coneepts of competition and 
rn Standards of proof for measuring injury to competition 
must be carefully explored. 

Almost every antitrust case presents economic as well as legal ques- 
tions. In important cases, the Commission’s economists, phidéd by 
legal principles outlined by lawyers in charge of the case, should in the 
future take part in the field investigation and furnish an economic 
report to the Commission prior to complaint. 

Sconomics can properly be brought to bear on antimonopoly cases 
at four successive levels: 

(a) Initiation of cases: Economic criteria are relevant as to whether 
or not particular complaints should be investigated, the relative 
importance to be attributed to different cases, the amount of business 
affected, the seriousness of the economic impact of the alleged viola- 
tion, the likelihood that what can be done about it will be effective. 

(b) Development of a theory of the case: Complex cases should 
be made to depend upon an acceptable economic theory as well as 
upon a valid legal theory. This necessarily raises a question as to 
the type of remedy that is desired and the economic consequences of 
such remedy. Questions of this type cannot adequately be covered 
by legal analysis alone. 

(c) Investigation: Restraint of trade and Clayton Act cases often 
require the development of statistical, accounting, and marketing 
information. Such analyses can contribute to the planning of the 
investigation as well as to its actual conduct. 

(d) Decision: Economic analysis may be needed to evaluate the 
facts. Such analysis may be relevant at either or both of two states: 
(a) in considering whether or not a complaint should issue, and if so, 
on what theory; and (6) after trial, in formulating the findings and 
determining the scope of the order. 


ACCELERATION OF THE HANDLING OF FEDERAL TRADE COMMISSION MATTERS 


The Commission is now undergoing an intensive management 
survey by a private consulting firm under arrangements made by the 
Bureau of the Budget. The results of this survey have not as yet 
been completed, but indications are that substantial progress can be 
made in expediting the Commission’s handling of matters through 
better routing of cases within the Commission and through a less 
thorough processing of ultimately closed cases, upon which the 
Commission spends a high proportion of its time today. We are 
hopeful that the results of this survey will go far in assisting the 
Commission to decide cases promptly. However, any benefits 
obtained from this survey could be completely offset by any severe 
reduction in funds, which would serve only to perpetuate the present 
deficiencies. 

Then we are going to give renewed emphasis, as I suggested a 
moment ago, to our voluntary procedures where we seek to obtain 
yeeatens compliance with laws through our stipulations to cease and 

esist. 
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VOLUNTARY LAW OBSERVANCE AND GUIDANCE TO BUSINESS 


Turning to another phase of the revaluation of the Commission’s 
responsibilities, it is recalled that Woodrow Wilson said that business- 
men— 
desire something more than that the menace of legal process be made explicit and 
intelligible; they desire the advice, the definite guidance and information which 
can be supplied by an administrative body. 

This program involves recasting our work in line with this original 
intent. 

Our new program also calls for emphasis upon voluntary compliance. 
In the Sugar Tnstitute case, Chief Justice Hughes said “voluntary 
action to end abuses and to foster fair competitive opportunities in 
the public interest may be more effective than legal process.” 

Business concerns, large and small, generally favor voluntary 
compliance with the law. 

It is the object of the Commission to stop unfair and deceptive 
practices. If the practice can be stopped, and surely stopped, by 
informal procedures, the Commission’s object is attained. Under 
such circumstances no order is necessary, nor should one be entered. 
If, however, the action of the wrongdoer does not insure cessation of 
the practice in the future, an order to cease and desist is appropriate. 

But in cases where everything that can be accomplished by a 
protracted proceeding has been or can be accomplished by voluntary 
cooperative effort, then the time and expense of trial should certainly 
be avoided. The voluntary compliance processes will be utilized 
to effect such economy. 

This proposal contemplates a revitalization of the work of the Divi- 
sion of Trade Practice conferences. As pointed out in the justifica- 
tion, the scope of trade practice conference work is to be enlarged as 
follows: (a) New types of trade practices not heretofore covered by 
trade practice rules will be made subject to such rules; (6) the rules 
will be made more specific and informative, as contrasted to certain 
rules written in the past that have merely recited general terms of the 
statutes; (c) renewed attempts will be made to effect voluntary 
industrywide compliance through trade practice rules in industries 
in which law violations have been persistent and widespread; (d) trade 
practice rules will be backed up by a vigorous and fair enforcement 
program. 

Similarly, it is contemplated that the Commission’s stipulation pro- 
cedure will be extended to other matters, where compliance with the 
law can be fully achieved without undergoing the expense and delay 
involved in formal litigation. 

I would like to add just two points. One is we would appreciate 
it very much if our act might contain a section which is contained in 
most appropriation laws which will permit us to contract for services 
under section 15 of the act of August 2, 1946, Public Law 600 of the 
79th Congress. Although the Commission has vast responsibilities 
affecting almost the entire business community, the Commission today 
is not authorized to contract for temporary or intermittent experts or 
consultants in order to obtain needed advice on vital business prob- 
lems. We urge that this situation be remedied and then, if possible, 
we should like to have the limitation on our travel contained in the 
present law lifted, for this reason. We are primarily a traveling 
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agency. Payroll and travel are the two major expenditures. If we 
cannot travel we really cannot function, because the great industrial 
and business economy of this country for the most part is located 
outside of Washington. And to do our investigatory work and to 
mv ped hearings, we must travel. Our whole procedures involve 
travel. 

Mr. Puiiurrs. You want an increase of $8,500 for travel? 

Mr. Howrey. Yes, sir. 


CONSULTANTS 


Mr. Puiturps. Did you ever have a provision in the Federal Trade 
Commission you to retain experts or specialists? 

Mr. Howrey. We never have, on a day-to-day basis or consultant 
basis. Is that right? 

Mr. ParrisH. That is correct. 

Mr. Howrey. For instance, when we wanted to employ a manage- 
ment survey firm to study our administrative setup and our proced- 
ures, we were not able to do it—at least it was doubtful—because we 
did not have this provision in our act. 

Mr. Puitures. And you did not do it? 

Mr. Howrey. The Bureau of the Budget did it for us. I mean, 
they are paying for it. We contracted with an outside firm, the 
Bureau of the wig ot paying for it. 

Mr. Puiturps. How much did they pay for it? 

Mr. Howrey. $34,000. 

Mr. Puitures. What is the name of the firm? 

Mr. Howrey. Robert Heller & Associates, Cleveland, Ohio. They 


are finishing their work now and, we think, are doing a very good job. 
Mr. Putiurps. How soon will their recommendations be available? 
Mr. Howrey. Their report will be filed with us by the middle of 
arene: They have reported from time to time to the Commission 
orally. 


JURISDICTION OVER INSURANCE MATTERS 


Mr. Puitires. What do you have to do under the Lanham Act, 
having to do with insurance? You want $15,000 a year? 

Mr. Kintner. Public Law 15 of the 79th Congress gives the 
Commission jurisdiction over insurance matters to the extent that 
such matters are not regulated by the States. That necessarily 
limits the Commission’s jurisdiction; but, as an example of where we 
feel we must take corrective action, the Commission recently launched 
an insurance investigation of certain practices in the sale of mail- 
order insurance. It found there had been numerous complaints 
involving deceptive practices in this field of insurance that had not 
been taken care of by the State authorities. So under the statute, 
the Commission felt it had responsibility and did step into the picture 
with a general investigation which has just been launched. 

Mr. Puiuurrs. Is that a continuing appropriation? You were 
appropriated $30,705 in fiscal 1953 and $15,000 in fiscal 1954, and 
you are asking for a very large reduction of $40 in 1955. 

Mr. Kintner. That is a continuing responsibility. 

Mr. Parties. Was there a considerable effort on your part to make 
that large reduction next year? $40. 
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Mr. Howrey. We really should have increased it; because, as our 
General Counsel said, we are undertaking a nationwide investigation 
of mail-order insurance right now. 

Mr. Puiturrs, In future years, do you expect to ask for an appro- 
priation for this activity? Is it a continuing appropriation? 

Mr. Parrisu. It is a continuing statutory responsibility. 

Mr. Kintner. We effect most of our corrective action by coopera- 
tive action with State insurance commissioners. We call those matters 
to their attention and in most instances they are able to effect correc- 
tive action. 

FLAMMABLE FABRICS ENFORCEMENT 


Mr. Puxiturrs. Now let us go to the flammable fabrics request. 
Let me ask you specifically how much money do you expect to spend 
in 1955 on the work in the field of flammable fabrics? 

Mr. Howrey. That sum is $24,800. 

Mr. Puiturrs. Do you consider that a yearly appropriation of 
approximately the same amount; will it continue at about that level? 

r. Howrey. I do not know whether I am permitted to say what I 
think we require for that act under the budget setup. 

Mr. Puiturrs. How much did you ask of the Bureau of the Budget? 

Mr. Howrey. We asked for considerably more than double. We 
asked for $94,800; they gave us nothing. So we reallocated $24,800 
within the 2 ipa appropriation. The act is not yet effective; it is 
effective July 1 next year. Congress gave the people involved a year 


in which to adjust themselves to the provisions of the act. 
Mr. Puiturrs. Do not you think the Bureau of the Budget may 


have been more nearly right than you? Inflammable fabrics enforce- 
ment is, of course, a very desirable thing; but it has been a little 
difficult at least for one member of this committee to look on it as an 
annual expenditure function of the Commission. Do not you think 
that when one case is publicized, or publicity is given to one case, it is 
going to have more effect upon manufacturers than $96,000 spent by 
you? 

Mr. Howrey. Unfortunately, there is much more to it than that. 
We are required under the law to set up standards. We are required 
to make tests and set up those standards. It is a very complex, very 
complicated act, much more so than the Wool Act and the Fur Act. 

I think if I could speak personnaly I would agree with you; but as 
Chairman of the Commission I think I cannot say the act was ill 
conceived. It is a complicated, difficult piece of legislation. If we 
carry it out fully, it will take a lot of money. I think perhaps the 
law was conceived when flammable sweaters were so much in print. 
How much emotion was involved, I do not know. 

Mr. Paruurps. I think it is like a lot of other laws that are enacted 
because of some specific incidents which may not have any permanent 
factor involved. 

Mr. Howrey. It is set up more like the Pure Food and Drug Act. 

Mr. Purturres. Tell us how you are going to set up standards, in- 
vestigate material, and so forth. Do you do that, or is that done for 

u by the Bureau of Standards? Are you going to set up a whole 
laboratory? 

Mr. Howrey. I think Mr. Murphy could answer that. 
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Mr. Murpuy. The Commission is required to issue rules and regu- 
lations that will go into effect simultaneously with the act on July 1. 
The standards set out in the legislation are specific commercial 
standards promulgated by industry with the assistance of the Bureau 
of Standards. ether or not actual materials are dangerously 
flammable will be subject to cag: 

Mr. Puruurps. Who is going to do the testing? 

Mr. Murpuy. Initial tests will be made M the FTC and the 
a of Standards will conduct tests on all materials involving 
itigation. 

r. Putiurs. That is all I wanted to know. 

Mr. Murpuy. We have to pay the Bureau of Standards of course, 
for making the tests for us. 

Mr. Howrey. We bave to pay for our tests, whether it is done by 
the Bureau of Standards, or us. 

Mr. Putuures. Does anybody pay, you for work you do for them? 
I do not notice ye your budget. 

Mr. Howrey. No. e have no income other than from appro- 
priations. 

Mr. Puitures. Do you expect to have $300,000 left over from 
previous appropriations? 

Mr. GLENDENING. No, sir. That is the amount of funds that will 
be obligated this year but unpaid on June 30, 1954. It is an account 

ayable at the end of the year but will be paid in the subsequent year 
or payroll and other debts incurred and unpaid on June 30. 

Mr. Puiuurrs. Is that all right to you as an accountant, Senator? 

1) Meap. I think it is, Mr. Chairman. It is a little early yet to 
tell. 

Mr. Parties. You have been in the Government a long time. 
Have you ever known an agency of the Government to underestimate 
the amount of money it will probably have to spend and obligate for 
its expenses? 

Mr. Meap. I cannot recall right now. 

Mr. Howrey. May I comment on that? 

Mr. Pururps. It is not a matter of importance. 


PERSONAL SERVICES 


Mr. Howrey. It is interesting to me, because our agency has fewer 
employees today than it ever had in its history, or than it had in its 


r. lianas, We think that is commendable; do not spoil it. 

Mr. Howrey. And our appropriations are small. We do not think, 
in other words, the budgetary problems of the Government will be 
resolved by our situation. 

Mr. Puiuurps. I saw the list when I read the justifications. How 
many employees do you have at the present time? 

r. Howrey. He have 575 and that was after a reduction in force. 

Mr. Puitiuirs. You have an allowance of 600 and you are asking 
for 630 for next year. 
- Mr. Howrey. Yes. We have just completed a reduction in force 
necessitated by reduced appropriations, where we eliminated a num- 
ber of employees. I am economy minded, too; I believe in it—but 
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from the furor the reduction in force created you would think we had 
reduced by thousands. 

Mr. Puiuuips. It appears to Mr. Jonas and myself that you elimi- 
nated a minus 55. You are asking for 55 more. 


ECONOMIC AND FINANCIAL REPORTS 
INCREASE REQUESTED FOR 1955 


Mr. Howrey. Yes; we are asking for 30 more in financial reports. 
The only additional money we are asking for is for a project which 
the Bureau of the Budget, Commerce, and SEC all want us to expend 
in their behalf on a governmentwide basis, and for corporations, too. 

Mr. Puriuurps. You really do not want to do this? 

Mr. Howrey. Yes, we do. We think it is one of our most im- 
portant functions. But we are doing it for the Government as a 
whole and not just under the Federal Trade Commission aegis. 

Mr. Puiuures. You have an agency function, a function of economy; 
and the work on economic and financial reports under the anti- 
monopoly section has been running on an average about $250,000 
a year and then it Bare up in 1 year to $387,770 in generally com- 

arative figures. hat, in Government expenditures, does not sound 
fike very much, but a jump of $153,560 should be very clearly under- 
stood by this committee. And your chairman (Mr. Phillips) is going 
to confess very frankly he does not understand. 

Will you tell me in simple language what you do in economic 
and financial reports that is so important to you and the Bureau of 


the Budget that they want you to take money from the investigation 
and my, prio functions and transfer it to that activity? 


Mr. Howrey. Only $146,200 is new money. 

Mr. Puiuures. Tell me what it is that you do. 

Mr. Howrey. May I ask the man in charge of it to answer that? 

Mr. Puituirs. Yes. Suppose you identify yourself for the record. 

Mr. Levin. I am William Levin, Chief of the Division of Financial 
Reports. 


USE OF INFORMATION IN ECONOMIC AND FINANCIAL REPORTS 


The financial reporting program is the only reliable source of current 
information available anywhere regarding the sales, costs, taxes, 
rofits, liquidity, operating ratios, and the like, of various groups of 
industries and of different sizes of business, including small business. 
This information is needed and used by the business community as a 
basis for administrative decisions which are made to maximize profits. 

Mr. Putiturrs. Do they pay you for it? 

Mr. Levin. No, sir. 

Mr. Puiuurps. You furnish that free? 

Mr. Levin. Yes, sir. It is also used extensively by the executive 
and legislative branches of the Government as a basis for the formu- 
lation of economic policy. 

Mr. Puiuuips. There are gentlemen around the country making a 
very comfortable living by furnishing information of this kind, which 
is probably less accurate than yours. 
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: ark Levin. Yes, sir; but we are not authorized by law to accept 
unds. 

Mr. Puruties. Are you prohibited by law from accepting money? 

Mr. Levin. It goes into miscellaneous receipts of the Treasury. 

Mr. Puiturps. That is correct; but that atill helps the taxpayer. 

Mr. Levin. One of the bases under which we have been operating 
is that since these corporations supply the information, which we pub- 
lish in summary form, it has been thought within the Commission 
that they were entitled to something in return, namely, the published 
summary. 

Mr. Pattuips. It is an interesting subject and probably something 
to think about. Mr. Howrey, what do you think about it? 

Mr. Howrey. I think it is an extremely important activity. I 
think the White House has used this service; Commerce uses it; 
SEC uses it. 

Mr. Levin. The Board of Governors of the Federal Reserve 
System use it. 

Mr. Howrey. I think one of our most important functions of 
Government is to be able to have the facts and know what is going on 
in this great economy of ours, and this is one of the we! which 
Government and business uses. 

One of the reasons we have the job is that FTC has the facilities for 
collecting this information. 

Mr. Puitiurrs. How many people use this? For example, Mr. 
Levin says you do not want to charge the people from whom you get 
the information. I can see some reason to that; but how many people 
get this and use it who do not furnish hi any information but who 
are just coming along for a very valuable free ride? 

Mr. Levin. That includes at least half a dozen congressional com- 
mittees; it also includes about a dozen Government agencies. 

Mr. Puruurps. What is your circulation of this? 

Mr. Levin. There are more than 10,000 business executives that 
get the reports. — 

Mr. Purturrs. Omit Congress and Federal agencies where it will be 
taking money out of one pocket and putting it in another, and omit 
the people who help you to get together the information, how many 
will be left out of the 10,000? 

Mr. Levin. We have never made a tally of that. I would guess it 
would be about half and half. 

Mr. Puiures. 5,000 reports to people who would think more of 
them if they had to pay for them is not entirely to be overlooked. 
Even if it is a small sum; nevertheless it is money. 

Go ahead, please. 

Mr. Levin. Among the major users of published summaries are 
the Executive Office of the President, including the Bureau of the 
Budget, the Council of Economic Advisers and the Officer of Defense 
Mobilization; the Board of Governors of the Federal Reserve System, 
the Department of Commerce, and the Treasury Department. These 
agencies, along with others in the executive branch, have requested 
the broadening of scope of the Federal Trade Commission’s financial 
reporting program. 

How long is that statement? 

Mr. Levin. Two pages. 
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Mr. Puiuurps. I suggest you put it in the record to give some idea 
of what you are doing. 
(The matter above referred to is as follows:) 


Wauart Is tHe Financia, Rerortinc ProGrRam? 


The Federal Trade Commission’s financial reporting program provides au- 
thoritative and current facts pertaining to the financial operations of industr |! 
companies. It is a service performed for and at the request of both the busines 
community and Government agencies. It has been designed to meet a vital 
need of all Government agencies for financial data of industrial enterprises. It 
eliminates duplicate reporting to the Government. 

The financial reporting program is the only reliable source of current informa- 
tion available anywhere regarding the sales, costs, taxes, profits, liquidity, 
operating ratios, and the like, of various groups of industries and of different 
sizes of business, including small business. This information is needed and used 
by the business community as a basis for administrative decisions which are made 
to maximize profits. It is also used by the executive and legislative branches of the 
Government as a basis for the formulation of economic policy. 

The financial reporting program was developed by the Interagency Committee 
on Financial Statistics, acting as advisers to the Bureau of the Budget. In 
developing this program, the Committee drew upon the knowledge and advice of a 
special panel of the Advisory Council on Federal Reports, an independent business 
group representing the companies which are called upon to furnish the data. 

Figures for individual corporations are never disclosed. Only group totals 
and group averages are made public. 

Among the major users of the published summaries are the Executive Office 
of the President dincluding the Bureau of the Budget, the Council of Economie 
Advisers, and the Office of Defense Mobilization), the Board of Governors of 
the Federal Reserve System, the Department of Commerce, and the Treasury 
Department. These agencies, along with others in the executive branch, have 
requested the broadening of scope of the Federal Trade Commission’s financial 
reporting program. 

Users of the published summaries in the legislative branch include the Joint 
Committee on Internal Revenue Taxation, the Joint Committee on the Economic 
Report, the Joint Committee on Defense Production, the Senate’s Select Com- 
mittee on Small Business, the Senate’s Banking and Currency Committee, and 
other committees of the Congress which are on record as requiring the data. 

The published summaries are widely used by accountants, attorneys, bankers, 
controllers, engineers, insurance companies, investors, manufacturers, publishers, 
schools of business, trade associations, and many others. The 10,000 business 
executives who regularly request the published summaries use the information: 

1. To measure efficiency by comparing a company’s operating results with the 
cite performance of companies in the same line of business. 

2. To determine whether or not to undertake new ventures by comparing the 
profitability of various types of business activity. 

3. To ascertain the most profitable industries in which to invest. 

4. As a guide to the relative movement of sales and profits in order to reduce 
controversies in wage negotiations. 

It is not practicable for private enterprises to obtain this kind of information. 
Many firms refuse to submit detailed financial reports to credit agencies, lending 
institutions, or trade associations for fear that identified facts about their com- 
panies will become available to their competitors. Many firms, moreover, refuse 
to join trade associations. Various trade associations, therefore, have asked the 
Federal Trade Commission to ore. them and their members with financial 
data about their own industries. ccountants, advertising agencies, attorneys, 
bankers, credit agencies, industrial engineers, insurance companies, and many 
others have made similar requests because of their inability to obtain intimate 
facts from many privately owned firms. Such an undertaking by a large firm 
fom 1 a tata pats and, therefore, inaccurate. It would be too expensive for a 

It is not necessary to employ an accountant to prepare the Federal Trade 
Commission’s quarterly financial reporting form, particularly since audited figures 
are not required. Experience indicates that completing the report takes an 
average of from about 15 minutes to not more than 1 or 2 hours. The form is 
simplified and condensed so that it can be filled out quickly by persons with 
limited technical knowledge. A firm must necessarily maintain some type of 
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current record on financial transactions, particularly the more important accounts, 
or it will go out of business. Anyone acquainted with the day-to-day operations 
of a firm which will stay in business must have some appreciation of its sales, 
costs, and related items. With the background, reasonably sound quarterly 
figures can be supplied even if a firm does not have regular interim reporting 
periods. Estimates for inventories and any other items on which interim figures 
are not readily available can be developed quickly by an employee who is close to 
the firm’s operations. Careful checks have shown that overestimates of individual 
firms satisfactorily offset underestimates, and vice versa, when reports of a great 
many companies are combined to arrive at industry aggregates on a national basis. 

The present reporting group consists of a cross-section of 9,000 corporations 
representing all sizes and types of manufacturers, selected by a strictly impartial 
and impersonal process. Each company in the group is an oe tag component 
of a carefully balanced aggregate and cannot be changed without upsetting this 
balance and possibly introducing a bias in the tabulations. New reporting ype 
will be selected as often as future appropriations permit so as to distribute the 
responsibility for filing reports among the smallest companies. With such a 
small cross-section, it is imperative that the financial reports from each company 
in the reporting group be obtained, particularly since it is impossible to make any 
substitutions once the reporting group is selected. 

Mr. : onas. How long have you been preparing these financial 
reports 

r. Levin. Since the first quarter of 1947, ; 
_Mr. Jonas. How did we get along in this country prior to that 
time without them? 

Mr. Levin. We have had them intermittently. They were gathered 
before this by OPA and prior to that in the Federal Trade Commission. 
Fa function was transferred, as I understand, from Federal Trade to 
OP 


Mr. Paiturps. You mean to say OPA was nage rege reports, and 
that these reports had something to do with OPA’s activities and 
decisions? 

Mr. Levin. That is a very embarrassing question. No, sir. 
Tabulations were not available at the time those decisions were made. 
OPA had a large collection program. But the information on the 
individual corporation reports has been utilized; in fact, we still get 
calls for reports that were published on the old data. 

Mr. Howrey. May I add one comment, and I do not know whether 
it is even proper, or not; because I am not familiar enough yet with 
what I can say about what the Budget does; but this request for 
$146,200 was initiated by the Bureau of the Budget, was put into our 
request by them as an overall Government thing. So it is not just 
the Ceres Trade Commission’s battle. We are going to do the 
work, 

Mr. Jonas. We take a look at the Bureau of the Budget’s budget, 
too 


Mr. Howrey. I appreciate that, too; but I wanted you gentlemen 
to know we were not the sole advocates of this request for money. 


HISTORY OF THE REPORTS 


Mr. Jonas. I want to get a little history. You say 1947 was the 
first time the Commission published these reports? 
Mr. Levin. As they are today. Ak: 
‘ ag Jonas. What is your statutory authority under which this is 
one 
Mr. Lavin. Section 6 of the Federal Trade Commission Act. 
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Mr. Jonas. Do you know a member of the Commission who can 
answer that? Was the matter ever contemplated before or discussed 
by the Commission before 1947, Mr. Kintner? 

Mr. Kintner. I only came to the Commission in 1948, sir. 

Mr. Levin. These reports were published in an entirely different 
form in the thirties, and in years before then. That was long befere 
my time. But reports containing some of the information which we 
now publish go back as far as 1918. They even go back prior to 1918. 

Mr. Jonas. Do you compile most of the data from reports made 
to = by corporations? 

Mr. Levin. Yes, sir; only on that basis. The Commission has 
been collecting information of this sort since at least 1918. 

Mr. Jonas. These are among the reports that the businessmen 
generally complain about having to make. 

Mr. Levin. No, sir. Since so many of them use the information 
I would say—— 

Mr. Jonas. You have not been coming in contract with the ones 
Ihave. There is plenty of objection on the part of corporations. 

Mr. Howrey. One of the reasons for additional money is to pick 
a new sample so we won’t be asking this information from the same 
people that we have in the past. 

r. THomas. Haven’t you been doing this work, Mr. Glendening, 
for the last 8 or 10 years? 

Mr. GuenpEeNntING. The Commission started the work many years 


Mr. Tuomas. You have been head of this Division? 

Mr. GuLenDENING. No, sir. 

Mr. Howrey. He is budget director. 

Mr. Tuomas. You are not the gentleman I am thinking about. 

Mr. Suesrny. I believe you are referring to Dr. Corwm Edwards. 

Mr. Tuomas. Where is he? 

Mr. Howrey. He is on leave as a lecturer at the University of 
Cambridge. 

Mr. Tuomas. He will not be with you any more? 

Mr. Howrey. He is on leave. He expects to come back. 

Mr. Tomas. He has been doing this for years and years. 

Mr. Jonas. You got these reports out, the samples of which I have 
in my hand, under the budget allowances of previous years. You are 
asking for money to expand this activity. How can you improve it 
if it is as good as you represent here? 

Mr. Puruures. Mr. Levin has some photostatic arguments. 

Mr. Tuomas. It strikes me it is pretty good now. 

Mr. Howrey. Others have contributed to it, I believe. 

Mr. Puiturps. This becomes interesting, more interesting all the 
time. You mean 5,000 firms who have been contributing the informa- 
tion have in addition been contributing to the cost of this? 

Mr. Howrey. No. Other Government agencies. 

Will you explain it? 

Mr. Levin. May I read this letter from the Director of the Office 
of Business Economics, Department of Commerce? It is dated 
December 23, 1953, addressed to the Chairman. 

The Budget Bureau has advised us of the proposal to speed up the Quarterly 


Industrial Financial Report Series tabulations, and to extend the coverage of the 
reports to include trade and mining corporations. 


ago. 
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These reports are by far the most important data source for the Department of 
Commerce estimates of current corporate profits as a share of the national income. 
They provide the basis of our current-year and quarterly estimates for manu- 
facturing industries, which last year accounted for more than one-half the all- 
jndustry total of corporate profits. Trade and mining, the industries to which it 
is now proposed to extend the reporting system, account for an additional one- 
fifth of the all-industry total, and we have at present no satisfactory statistical 
basis for quarterly estimates of profits in these two industries. 

Up-to-date and reliable information as to trends in corporate profits is of 
critical importance for the work of this office, in developing current national 
income statistics and appraising the business position. The chief weakness of 
the profits data now used, apart from the lack of basic information on trade and 
mining, is the time lag in your reports. These would be much more valuable if 
they could be released in time for us to use them in completing our regular account 
of the national income and product each quarter. 

I should like, therefore, to express our earnest hope that it will be possible to 
carry out the present proposals. 

Sincerely yours, 
M. Mrenan, Director. 

Mr. How many do you have? 

Mr. Levin. This is the only one I have with me, 

Mr. Jonas. Do you know how much the Department of Commerce 
is reducing its budget request by reason of this transfer? 

Mr. Levin. There is no transfer, sir. They have never done this 
work. You see, they start where we leave off. 

Mr. Puruurps. But you said before that you got a certain amount 
of money for it before. 

Mr. Howrey. I said that. I don’t know whether or not it was 
accurate, 

Mr. Levin. No. OPS supported the program financially. They 
carried an entire program. f 

Mr. Puruuirs. But they had to pay something for that program. 

Mr. Levin. Yes, sir. } 

Mr. Puaiturrs. Have they reduced their budgets to make up for 
this $146,200? 

Mr. Levin. OPS has gone out of existence. 

Mr. Partuips. No other agencies did any work on it? 

Mr. Levin. That is right. ; 

Mr. Puruuips. All of this $146,200 is new money? 

Mr. Levin. Yes, sir. 

Mr. Puuuips. It does not represent anything which in the past 
some agency was spen inside itself or by helping you? 

Mr. Levin. No, sir. Categorically not. +h 

Mr. Jonas. What arrangement do you have with the Securities 
and Exchange Commission? , 

Mr. Levin. They collect the information from registered corpora- 
tions. We collect from nonregistered corporations. It is a joint 
product. 

Mr. Jonas. Is there something in their budget for part of this work? 

Mr. Levin. Yes, sir. 

Mr. Jonas. This $146,200 then really represents only about half 

Mr. Levin. No, sir. It is substantially more because—— 

Mr. Jonas. You deal with more people. 

Mr. Levin. Many more times, yes, sir. 
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TIMING OF ISSUANCE OF THE REPORTS 


Mr. Jonas. This report I have in my hand is the Quarterly Financial 
Report, United States Manufacturing Corporations, for the third 
quarter of 1953. 


Mr. Levin 
Mr. Levin 
Mr. Levin 


Mr. Jonas. 


Mr. Jonas. 


Yes, sir. 

Can you tell me the date it was issued? 

Issued for release in this morning’s newspaper, sir. 
The information is rather antiquated by now, is it not? 
. That is why there is a request in the budget for pre- 


liminary estimates. The Government agencies need the data within 


60 days after the close of the quarter. 


The Council of Economic 


Advisers is one agency. 


Mr. Jonas. 
Mr. Levin. 
Mr. Jonas. 
Mr. Levin. 
Mr. Jonas. 


helpful? 


Mr. Levin. 


record. 


Mr. Jonas. 
Mr. Levin. 
Mr. Jonas. 
Mr. Levin. 


The report deals with past records? 

Yes, sir. 

Quarters that have closed some time in the past? 
That is correct, sir. 

Do you think that information is necessary and 


l am stating what these various agencies have gone on 


You agree with that? 

Yes, sir. 

It is helpful in anticpating future profits. 

Helpful in knowing in which direction we are going and 


at what rate of speed. 


Mr. Jonas. 


Don’t you think we would get just about the same value 


out of this information if it were issued annually or semiannually 
instead of quarterly? 

Mr. Levin. There, sir, the analysts within Government and in 

industry, and ve, d I reverse the order and emphasize the opinion of 
a 


those in industry 


sed on my relations with them, would like to have 


information at the close of the quarter rather than wait 6 months or 
a year. 
Mr. Jonas. 
follow you on that argument. 
Mr. Levin. 
have it 60 days after the close of the quarter rather than 6 months? 


Mr. Jonas. 


If you get it at the close of the month or quarter I could 
But you don’t get it then. 
Doesn’t it follow, then, that it would be preferable to 


That is a question of relative advantage. I don’t 


know whether the additional advantage of having it 1 month ahead 
of time would be worth all of this additional money. 


Mr. Levin. 


liminar 


Only a small amount is for that estimate, sir, the pre- 


estimate. 
Mr. Jonas. 
about the reports and the entire program. 


I am not talking about the preliminary estimates but 
If the end result always 


comes to life 90 days or 120 days after the close of the period, it strikes 


me its value is questionable. 


It is only statistics then. 


Mr. Howrey. The people who use it think it is very valuable. 


Mr. Levin 


. This is the only paper I have seen this morning. It is 
the Wall Street Journal. 


I do not have copies of the New York Times, 


New York Herald Tribune and other newspapers. 


This report, despite the fact it is release 


three and a half months 


after the close of the quarter, has appeared three times in the Wall 
Street Journal of this morning, on pages 1, 7, and 22. 
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Page 22 is the last page and on this page there is a 2-column spread. 
The Wall Street Journal to the best of my knowledge and belief 
never has failed to give this information at leas a 2-column spread 
publicity, even though the information was issued as much as 4 
months after the end of the quarter. 

This is not necessarily proof positive, but it is an indication as to 
the use and interest in this program. 


SAMPLE CHECK OF CORPORATIONS 


Mr. Jonas. Do you spot-check corporations? You do not require 
these reports from all corporations? 

Mr. Levin. No, sir. 

Mr. Jonas. How do you decide which ones to canvass? 

Mr. Levin. It is done on the basis of a sample drawn from Federal 
income-tax returns. There are approximately 9,000 manufacturing 
corporations in the sample. 

Mr. Jonas. You mean you have access to their income-tax returns? 

Mr. Howrey. By Executive order; yes, sir. 

Mr. Jonas. How long have you had access to those returns? 

Mr. Levin. Since the first quarter of 1947, sir. There is no other 
wa 


r. Howrey. There is no disclosure. 

Mr. Levin. There is no disclosure. In fact, we only draw the com- 
pany by name, size, and industry. It is actually by size within an 
industry. We actually have no interest in the intimate income-tax 
aspects. We make no records of that information. 

r. Jonas. You mean you pick out from income-tax returns the 
names of the corporations you wish to solicit this formation from? 

Mr. Levin. Yes, sir. 

Mr. Howrey. And the size. 

Mr. Levin. By size in industry. 

Mr. Jonas. Take the textile industry, for example. 

Mr. Levin. There are 9,000 manufacturing corporations all told. 
You wish textile, not apparel. Is that correct? 

Mr. Jonas. Yes. 

Mr. Levin. There are 593 corporations at present, roughly 600. 

Mr. Jonas. Can you name me one who has written you a letter 
thanking you for giving this information? 

Mr. Levin. In the textile? 

Mr. Jonas. Yes. 

Mr. Levin. Yes, sir. United States Rubber Co. considers itself 
in the textile industry. 

Mr. Jonas. I don’t consider them in the sort of textile business I 
am talking about. I am talking about cotton mills. 

Mr. Howrey. They have cotton mills. 

Mr. Jonas. Yes, they have some cotton mills. Generally do you 
testify that textile people are thankful for this information? I don’t 
need names. 

Mr. Levin. Yes, sir. I don’t know if there are many. 

Mr. Purturs. We have about time enough to finish up discussion 
on this particular subject, and then I suspect my friends here will 
certainly want to ask some questions. We will come back at 1:15. 
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COORDINATION OF FINANCIAL REPORTING OF GOVERNMENT AGENCIES 


Mr. Tuomas. I believe the chairman stated that this request for 
one-hundred-and-forty-thousand-odd dollars came from the Bureau of 
the Budget. Do you know whether the Bureau of the Budget is 
coordinating the activities of the various Government agencies on 
financial reporting? You want a little extra money for mining. 
What is the Department of the Interior, Bureau of Mines doing? Do 
you know? 

Mr. Levin. They do not collect financial information from the 
mining corporations. They are interested in production only. 

Mr. Tuomas. Is there an overlapping effort by the Securities and 
Exchange Commission or the Department of Commerce, or even the 
Bureau of Labor Statistics? 

Mr. Levin. No, sir. For the simple reason this entire program is 
supervised by an interagency committee on which a representative of 
every agency interested in financial statistics is represented. 

My oon hey That has been our understanding for the last 3 years. 
This committee has been a little bit unhappy about this economic 
statistical information being gathered by every agency of the Govern- 
ment. We try to get it coordinated in the Bureau of the Budget. 

Do you know how much jurisdiction the Bureau of the Budget 
exercises over the committee to see that there is no duplication? 

Mr. Levin. Extremely strong. Insofar as financial reports are 
concerned, there is absolutely no duplication between and among 
Government agencies. 

Mr. Tuomas. How long have you been with the agency? 

Mr. Levin. Three and a half years. 

- Tuomas. You have been with Dr. Edwards during that 
time 

Mr. Levin. Yes, sir. 

Mr. Howrey. Mr. Levin is in direct charge of this program. 


NEED FOR ECONOMIC ADVISER 


Mr. Tuomas. This Bureau has had 75 to 100 employees in the 
past few years collecting this data. I notice you want to set up an 
economic adviser. What is he going to do that the 75 or 100 em- 
ployees in that agency haven’t been able to do in the past? 

Mr. Howrey. May I answer that? 

Mr. Tuomas. Yes. 

Mr. Howrey. He is going to help me. These men who are col- 
lecting statistical data are statisticians. The economic adviser, the 
man | think you are talking about 

Mr. Tuomas. That is right. 

Mr. Howrey. Is going to counsel the Commission on marketing 
matters. 

Mr. Tuomas. Will he be any better than Dr. Edwards and the 
other 99 persons associated with him that you have had for the last 
several years before you were appointed? 

Mr. Howrey. That is a sort of leading question but I hope he is 
going to be good. ' 

r. THomas. You are accustomed to leading questions. 
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Mr. Puiturps. Is that the same position you were talking about to 
Mr. Yates? 

Mr. Howrey. Yes. It is not the same subject. This data is done 
by statisticians. Mr. Levin is a statistician. 

Mr. THomas. You cannot build up a fence like that and separate 
them, Judge. Do you mean to say out of those 100 employees 
handling this there is not a top-rate economist there capable of advis- 
Commission? 

fr. Howrey. There is, but under the Administrative Procedure 
Act we are not allowed to talk to him on our case work. 

Mr. Tuomas. You still won’t be able to talk to him after the case 
has been submitted to you unless you bring in all parties, which is 
not a bad rule. 

Mr. Howrey. That is right. 

Mr. Tromas. Then what will he add? It is a small matter but 
what wil! he add that you don’t have presently in your organization? 

Mr. Howrey. I am apparently not able to explain this But I think 
he is very important to our functions. Let me say again, if I may, that 
part of our jurisdiction deals with antitrust matters. We are supposed 
to reach these Sherman Act violations in their incipiency and restrain 
them before they get to be full-grown violations. 

Mr. THomas. We realize that. 

Mr. Howrey. In other words, we are dealing with marketing prob- 
lems which we use legal procedures to resolve. The economist under 
the Administrative Procedure Act who is engaged in the investigation 
and prosecution of the matter cannot participate in the decision of 
the matter, and an administrative agency as distinguished from a 
court certainly should have, and I think all Federal judges should 
have in these antitrust cases for that matter—an economist 

Mr. Tuomas. That is why they want to take them out of the courts. 
Courts have not been recognized as being experts on every conceivable 


thing. j 

Mr. Howrey; Exactly. This is a mere matter of reallocation of 
our funds which I as Chairman suggested. I am not asking for addi- 
tional funds for this. I am suggesting we take $14,000 away from 
these people you are talking about and put a percentage of it, which 
is not a large percentage, on the Commission level. 

Mr. Tuomas. You have some interesting information on page 80 
which ceught my attention. Can you explain very briefly what is the 
jurisdiction of the Supreme Court with reference to your decisions? 

Mr. Howrey. The Supreme Court? 

Mr. THomas. Yes. 

Mr. Howrey. Under the Administrative Procedure Act the findings 
of the Commission, if supported by substantial evidence, are binding 
upon not only the Supreme Court but upon the court of appeals. 

The Administrative Procedure Act did amend that a little bit by 
saying the Supreme Court should look at the record as a whole to 
ascertaia whether there was substantial evidence. - 

Mr. Tuomas. The Court is still the judge of the sufficiency of the 
evidence, isn’t it? 

Mr. Howrey. Not as they would be of a lower court in my opinion. 
I think under the law that if there is substantial evidence as distin- 

uished from the weight of the evidence to support our findings, they 
upset them. 
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Mr. Txomas. Suppose they said ‘‘No’’ and you said “Yes’’? 

Mr. Howrey. We cannot appeal a ‘‘No”’ from the Supreme Court. 

Mr. Tuomas. The Supreme Court again said in the motion picture 
advertising case “‘A precise impact of a particular practice of the trade 
is for the Commission, not for the courts, to decide.” But still they 
reevaluate that evidence on which you arrived at your opinion, and 
if in the opinion of the Court it is insufficient then they overturn your 
decision. Is that correct? 

Mr. Howrey. Correct. 

Mr. Tuomas. How is this economic adviser going to add to the 
cogency of that evidence on which he bases your opinion? 

r. Howrey. He is going to help me to prepare findings which the 
Supreme Court will accept. 

Mr. Tuomas. Then he is going to base what he hands to you on the 
activities of the Bureau of Economics? 

Mr. Howrey. Well, on the record of the case. 

Mr. Tuomas. The Bureau of Economics has to have the facts and 
figures before they can help prepare the record. They furnish that 
to your General Counsel’s office, and from there he takes it before the 
Commission. Is that right? 

Mr. Howrey. No. They furnish it to our Bureau of Litigation. 

Mr. Tuomas. That is your legal staff? 


FUNCTION OF THE OFFICE OF GENERAL COUNSEL 


Mr. Howrey. Our General Counsel is not the trial man. 

Mr. Tuomas. I meant legal department. 

Mr. Howrey. When the Administrative Procedure Act was passed 
we had to realine our whole setup so that the trial lawyers were not 
under General Counsel. We have a Bureau that tries the case. The 
General Counsel has nothing to do with our trial lawyers. He is the 
lawyer to the Commission. 

I think it is a very desirable thing that the Administrative Procedure 
Act divorced decision from prosecution. 

Mr. Tuomas. You mean the General Counsel cannot try the case? 

Mr. Howrey. Not under the Administrative Procedure Act. 

Mr. Tuomas. What is the function of the General Counsel’s office? 

Mr. Howrey. He has a great many functions. His chief function 
in my opinion is to be the lawyer to the Commission. He is our legal 
adviser. Secondly, he has charge of all compliance work. We have 
these orders to cease and desist, 4,500 of them which are in the form 
of injunctions. It is his job to see that respondents comply with 
those orders. 

He has under him insurance matters, all the appellate work is under 


Mr. Tuomas. What jurisdiction does he have over the trial section? 

Mr. Howrey. None, and cannot have any as long as he advises 
the Commission. 

It is not a strange setup because we are all lawyers down there. 
We call our legal adviser to the Commission our General Counsel. 
We are all lawyers or economists. 

Mr. Puturrs. We will recess this hearing until 1:15 and then you 
can continue, Mr. Thomas. 
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I suggest you get ready to answer briefly two questions which will 
be asked you immediately upon str 

First, if this is as a report as it appears to have been over 
the years, and so well received by these people who read it and use 
it, then why is it necessary to spend $140,000 to enlarge it. That is 
the first question. 

The second question is this: If this is as a report as you testified 
it is and so necessary to the people who do use it, why couldn’t they 
pay a little fee for using it, the 5,000 who do not furnish you the 
material, when they probably pay 3 or 4 other private services in the 
United States $100 a year for their services which, on your testimony 
and my own observation, is not as good as this report. 

Those will be the two questions. 


ECONOMIC AND FINANCIAL REPORTS 


NEED FOR EXPANSION OF PROGRAM 


Mr. Puituirs. When we recessed before luncheon I suggested that 
over the luncheon hour you get answers to two questions. 

One was that if this report Mr. Jonas was asking questions about is 
as good as the evidence you presented to us and The testimonials you 
presented from people who use it, then why is it necessary to spend 
$140,000 or more to improve it? 

Mr. Howrey. Mr. Levin will answer the first question and I will 
try to take the second if that is agreeable. 

Mr. Levin. So far as the first question is concerned, Mr. Chairman, 
the report you have in front of you is for manufacturing corporations 
only. It is based on reports received from 9,000 manufacturing 
corporations. Part of the money 

Mr. Puiturps. You lost 1,000 customers over lunch. 

Mr. Levin. Ten thousand users. Nine thousand is the number of 
corporations which supply us with their financial data. Part of the 
money requested is fo draw a new sample so that some of the com- 
panies that have been reporting will be relieved of the burden so that 
there is a more equitable distribution of that burden. 

However slight it may be, it still is a burden, whether it takes 10 or 
15 minutes or an hour or 2 hours to prepare a report. 

In conjunction with the drawing of the new sample it has been 
requested that we also include wholesale trade, retail trade, and mining 
corporations. 

have before me a copy of the minutes of a December 9 meeting of 
the Interagency Committee on Financial Statistics. 

At that meeting members of a number of Government agencies 

were present and— 
It was agreed that an expansion in the program to include wholesale trade, retail 
trade, and mining corporations is needed. The following programs were recom- 
mended by the Committee: Retail trade, semiannually ; wholesale trade, quarterly ; 
mining, quarterly. 

The Committee expressed a preference for semiannual retail trade data with a 
substantially greater reliability than would be possible in a small quarterly pro- 
gram on the statement by the collecting agencies that quarterly statements from 
retail companies are difficult to obtain and that semiannual reports are much 
easier to obtain. 

Mr. Puruures. You have a seasonal factor there. That makes a 
quarterly report of less value than a semiannual report. 
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Mr. Levin. Additional funds would provide for preliminary esti- 
mates that were mentioned earlier today. 

That, in the opinion of the Interagency Committee, was item 1 on 
the sey and they voted most strongly, and unanimously, I might 
add, that preliminary estimates be made available within “a maximum 
of 60 days after close of quarter.” 

Mr. Puitures. Maybe I misunderstood the use of the word 
fy talking abo form of th Y talking 

ou are not ing about the form of the report. You are i 
about the fact that you are taking a sample in the field? 

Mr. Levin. Yes, sir. 

Mr. Puixuirs. From corporations and retail trades, and so forth. 
sine you talk about a new sample you don’t mean a revision of the 

orm 

Mr. Levin. No, sir. 

Mr. Putturps. You mean a broader return from the field on which 
you make your statistical analysis? 

Mr. Levin. Yes, sir. 

Mr. Puiuurres. That may be the answer to that. 

Mr. Jonas. How are they going to speed up the processes? They 

t this report out on May 23, 1953, for the fourth quarter of 1952. 

hat is 5 months. 

Mr. Levin. We cannot speed the entire report to that extent. 

Mr. Puiuuips. Does this stamp onit mean that this was the date the 
chairman received it in his office or does it mean that this particular 
copy just got a stamp on it sometime later? Do you mean to say 
that this report, which is for the last quarter of 1952, actually was 
5 months late in seeing the light of day? 

Mr. Levin. Yes, sir. The fourth-quarter report always is delayed 
because of year-end adjustments. 

Generally speaking the reports have been issued from 90 to 120 days 
after the end of the quarter. 

The fourth-quarter report, because of the year-end adjustments, has 
invariably taken 1 month longer. Therefore it has taken from 4 to 5 
months after the close of the quarter. 


POSSIBILITY OF CHANGING FEE FOR REPORTING SERVICE 


Mr. Puiuurrs. The other question I asked was that if this report is 
as good as testified to, and your users attest it is, and if 5,000 of the 
people get it free because they supply the material from which it is 
made while another 5,000 in round numbers do not, then why can’t you 
charge a fee for it as this committee has suggested in the past? 

Further, isn’t it also a fact that most of these people you send it to 
free are probably buying other reports which are familiar to you and 
sometimes cost as much as $50 or $100 a year, and on the face of it 
look to be of less value to them than this report which we furnish 
them for nothing? Isn’t it a fact most people think a little more of 
something they pay for than something sent to them free? 

Mr. Howrey. Your question seems to divide itself perhaps into 
two parts and I am not equipped to deal with the second part. 

As to the first part, we have had tentative suggestions that it, be 
subsidized. 

Mr. Putuurps. I think it has been subsidized now. 

41872—54—pt. 1——20 
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Mr. Howrey. Yes. 

Mr. Paiturps. What do you mean? 

Mr. Howrey. I mean by private foundations, trade associations, 
and private corporations who have tentatively made the suggestion 
that they would be glad to finance this work. 

Since I have been Chairman I opposed one such offer which was 
made. I felt we were a regulatory agency and couldn’t be accepti 
funds from people we may be investigating and prosecuting. Sot 
feel quite strongly that that is not a proper means of financing. This 
one organization offered to donate a very large sum of money for it. 

Mr. Puiuurps. Suppose it was on a basis of individual copies, like a 
subscription? 

Mr. Howrey. I see no objection to selling it at all. I don’t know 
that that ever has been tried, has it? 

Mr. Levin. We certainly would have no objection to that, just as 
you would sell things through the Government Printing Office. 

Mr. Puruures. Doesn’t it stand to reason that if you made a charge 
for it which was reasonable that one of two things would happen— 
either you found out that these people who are speaking so highly of it 
mean what they say and would willingly pay the fee, or that they 
haven’t meant what they said and it wasn’t worth to them what we 
think it is? 

Mr. Howrey. Is it primarily for the benefit of the corporations 
who obtain it or for the other Government agencies? 

Mr. Levin. That is a difficult question to answer. This program 
started out as a service to all Government agencies. Recently the 
tail has been wagging the dog, so that actually the demands for data 
made by the business community far exceed those by Government 
agencies. 

I don’t know how to answer the question other than that, Mr. 
Chairman. 

Mr. Jonas. You have a list of the private companies, corporations, 
and individuals among whom it circulates? 

Mr. Levin. Yes, sir. 

Mr. Jonas. It would be a matter of finding out if they would like 
to subscribe to it if it cost them money. 

Mr. Levin. I would hazard a guess that since so many of them are 
executives of medium-sized and large corporations, and since we have 
nearly 2,000 bankers among the subscribers, that in all probabilit 
if it were put on a subscription basis we would not wind up with 
fewer, but might very well wind up with more subscribers. 

Mr. Puatiires. Do you have any idea what the actual cost of pro- 
duction is per copy or per year, or any such basis? 

Mr. Levin. No, sir. 

Mr. Paris. If you were putting it out with the idea of not 
necessaril ee but of underwriting it, what would you 
have to antet ave you any idea? 

Mr. Levin. On a break-even basis? 

Mr. Purures. On any basis. 

Mr. Levin. Using the formula of the 10,000 subscribers and divid- 
that figure into the $125,000 

r. Jonas. Is that what it costs? 

Mr. Putters. How much would it cost each subscriber? 
Mr. Levin. Approximately $12.50 per subscriber. 
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Mr. Puruurps. Per year? 
Mr. Levin. Yes, sir. 
’ Mr. Howrey. What would it cost under the present estimates we 
are asking for? 
_Mr. Levin. It would cost approximately twice that. 


OTHER SOURCES OF INCOME 


Mr. Pures. All right. Before lunch we asked about your other 
income. You testified you had no income from other agencies for 
which you did work. Do you have any other sources of income? 
Does any money come through your activities which is turned into 
the Treasury direct? 

Mr. Howrey. We have civil penalties under the Wheeler-Lea 
amendments to the Federal Trade Commission Act. A violation of 
an order can incur civil penalties up to the extent of $5,000 per day. 

Mr. Puruuips. Does the Commission impose those? 

Mr. Howrey. Not directly. Our compliance division under the 
General Counsel, when we think there has been a violation of our order 
refers the matter to the Department of Justice and they file a civil 
suit via the United States district attorney in whatever district the 
respondent lives. 

Mr. Puiturrs. Who determines the amount of the penalty? 

Mr. Howrey. The General Counsel together with the Department 
of Justice, determines the amount requested and the court ultimately 
fixes any penalty. In a wool case recently the judge determined the 
amount because there was an offer of settlement which we refused 
and the judge said “ You take it or I will throw out the case.’’ So he 
determined it. 

Mr. Kintner. The judge always has the final word. 

Mr. Putiiirs. How much money is turned over into the Treasury 
in an average year? 

Mr. Kinrner. Approximately $60,000 last year, and that was 
equivalent to almost two-thirds of the salary of the people engaged in 
compliance work. 

’ Mr. Pariures. When we recessed Mr. Thomas was asking questions 
of the members of the Commission. 


ECONOMIC AND FINANCIAL REPORTS 


COST OF THE REPORTS 


Mr. Tuomas. I want to pick up one point on the cost of the ° 
financial report. The amount was $25? 

Mr. Levin. The $25 would cover the present cost plus the requested 
amount. 

Mr. Tuomas. What you are asking in the 1955 budget? 

Mr. Levin. Yes, sir, the grand total. 

Mr. Tuomas. Is that for four quarterly reports? 

Mr. Levin. Four reports. 

Mr. Jonas. The cost per copy would come down if you sold more 
than 10,000, though? 

Mr. Levin. Yes. 

Mr. Jonas. That is based on the sale of 10,000? 

Mr. Levin. That is correct. 
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POSSIBILITY OF INCREASED CIRCULATION 


Mr. Puituirps. Do you have any reason to object to an increased 
size of the circulation, that is, more people reading it? 

Mr. Howrey. Indeed not. 

Mr. GLEeNDENING. The cost of printing the report would increase 
and we have no funds in our appropriation request to cover this cost. 

Mr. Puruurps. I mean as a policy matter. 

Mr. Howrey. Quite the contrary. 

Mr. Levin. May I add for the record that the subscription would 
probably be, in my opinion, based on past experience outside of 
Government, as much as five times what it is today if we could go 
out and solicit subscriptions as private industry does. 

In other words, these 10,000 subscribers have asked for this infor- 
mation of their own accord without any pressure or any suggestion 
on the part of a Government agency. 

In other words, they found us out. 

Mr. Tuomas. You mean to say you will increase subscriptions at 
$6 and $6.50 per copy? 

Mr. Levin. That is wpe beriseetige iy opinion. The proof of it 
is, if I may defer to the chairman, that there happen to be a number 


of business services which cannot produce the quality that we can, 
not because they are incompetent but because they cannot get the 
information. They cannot get the information on sales and profits of 
these corporations, and that is where the value of the report lies. 
Mr. Howrey. Before you leave the reports, we should clarify if we 
can whether the sales to private corporations are a ry spa whether 
t 


they are secondary. What is the main purpose of the report? 

Mr. Levin. We have two main purposes. One is to service Gov- 
ernment agencies and one is to service the business community. 

Mr. Howrey. But it started for Government agencies. 

Mr. Levin. Yes, it did. 


REDUCTION IN NUMBER OF EMPLOYEES 


Mr. Yatrs. How many employees were separated from the Federal 
Trade Commission last year as a result of reduction in appropriations? 

Mr. Howrey. Between 30 and 50. I would like to get the exact 
number. 

Mr. ParrisH. It ran between 39 and 42. It depends how you 
compute it, sir. 

r. Yates. How did you compute it? 

Mr. Parrisu. Here are the variable factors. Technically we had 
some people to whom we gave notice of reduction in force, who 
before the expiration of their notice got another job. Technically 
they were transferred. 

Mr. Yates. How many employees left the Federal Trade Commis- 
sion during the last fiscal F en 

Mr. Parris. During the last fiscal year? 

Mr. Yarss. Yes. 

Mr. Howrey. Reduction in force was 42, I think. 

Mr. Yarus. Within the last 6 months. 

Mr. ParrisH. 575 is the payroll figure as of December 31, 1953. 

Mr. Howrey. We had 642 on July 1 and 575 at the end of Decem- 
ber. That wasn’t all due to the reduction in force. 
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Mr. Yates. The difference in numbers wasn’t entirely due to a 
reduction in force? 

Mr. Howrpy. No. 

Mr. ParrisH. There was one other important factor. We had 
some displacement notices given to some of the employees. 

Mr. Yates. When you say displacement notices, is this something 
else from a reduction-in-force notice? 

Mr. Parrisn. Yes. Separated-career notice. 

Mr. You mean schedule “‘C’’? 

Mr. Parris. No, not schedule C, sir. They were temporary 
indefinites. We got notice from the Civil Service Commission that 
we could not retain them as long as there were separated-career 
employees unemployed. 

Mr. Yates. To use the language of Government employees, is this 
the so-called bumping factor? 

Mr. Parrisu. It is not technically a bumping factor. As I under- 
stand the term “bumping”, sir, it has to do with operations within an 
individual agency. In other words, within an individual agency one 
party’s job may be abolished. He in turn has rights under civil 
service to replace another employee of that agency. It is akin to it. 

Mr. Yates. As of the start of this fiscal year how many employees 
did you have? 

r. ParrisH. Six hundred forty two. 

Mr. Yates. Was this the figure that was authorized in terms of 
the appropriation for fiscal year 1954? Had the reduction in force 
taken effect as of that date? 

Mr. Howrey. No. 

Mr. Yates. As of what date did the reduction in force take effect? 

Mr. Parrisu. It took effect so that the notices took effect approx- 
imately the first part of October. The reason I say approximately, 
sir, is that we put out the notices in two or three batches and they 
didn’t all take effect the same day, but the employees generally re- 
ceived them the first part of September and the notices generally took 
effect the first week or two in October. 

Mr. Yates. How many reductions in force notices were there? 

Mr. Parrisn. Altogether there were in the neighborhood of 50, 
but not all of those resulted in terminations. In other words, you 
abolish 1 job and you may give 2 or 3 notices. In other words, you 
will notify the first man the job is abolished. He in turn will have 
rights to displace a second man who conceivably in turn may replace 
a third man and so forth. 

Mr. Yates. This sounds very much like testimony of the Atomic 
Energy Commission. It is a chain reaction. 

Mr. Parrisu. It is sometimes, yes. 

Mr. Yares. You sent out 50 reduction-in-force notices. Does 
that mean you lost 50 employees? If not, how many employees did 
you lose? 

Mr. ParrisH. We lost approximately 39 employees according to 
my understanding. 

Mr. Yates. 39 employees? 

Mr. Parrisn. I can get the specific details for you. I prepared 
that information for another purpose. I haven’t it with me. 
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(The following was supplied later:) 


Federal Trade Commission records indicate that {89 employees left the Com- 
pone so as the result of the reduction in force, of whom 2 have since been restored 

Mr. Yares. As of September 1, then, you had 603 employees. 

Mr. Parrisn. I wouldn’t say that is necessarily correct. It is 
close. The point is that I do not know without checking our records 
whether in the interim period there may have been 2 or 3 retired or 
resigned to take other positions. 

r. Potties. These figures do not count a normal turnover, then? 

Mr. Parrisu. I didn’t quite understand your question. 

Mr. Puiuurps. These figures you are giving Mr. Yates do not take 
into consideration a normal turnover? 

Mr. ParrisH. There are resignations, yes. 

Mr. Purturps. I didn’t want to interrupt Mr. Yates, but are they 
included in the 39 or outside of the 39? 

Mr. Parrisu. They would be over and above the 39. 

Mr. Yares. Over and above the 39? 

Mr. Parrisu. That is correct. 

Mr. Yares. Is there any date around the reduction in force date 
that you could use in telling this committee the number of employees 
that the Federal Trade Commission actually had? 

Mr. ParrisH. We can get you the information as of September 30. 

Mr. Yares. As of Sepia 30 you would know how many em- 
ployees the Federal Trade Commission had? 

Mr. Parrisu. Yes. 

(The records reflect that on September 30, 1953, the Commission 
had 624 employees on the payroll.) 

Mr. Yarss. The major loss of employees came as a result of reduc- 
tion in force? 

Mr. Parrisu. Yes. 

Mr. Yates. From which department were most of the employees 
separated? 

Mr. Parrisn. I don’t think you can say most were in any depart- 
ment. I take it you mean “bureau?” 

Mr. Yares. Yes. 

Mr. Parris. I don’t think the , were located in any one 
bureau. The reduction in force would run proportionately as to the 
allocations to the various bureaus. The Bureau of Antimonopoly 
has the largest monetary allocation and accordingly received the 
largest dollar cut, although it was not disproportionate. It goes so 
on down, with various smaller offices, such as Office of the General 
Counsel and Bureau of Industry Cooperation, which received much 
smaller cuts numerically because it was on a proportional basis. 

Mr. Yares. When you say it was on a ee basis you mean 
you had so much money with which to hire employees for the next 
fiscal year and you reduced the force of each bureau on a proportionate 
basis? 

Mr. ParrisH. That is right. 

Mr. Yates. In terms of numbers of employees or a dollar amount? 

Mr. Parrisu. Dollars. 

Mr. Yates. In terms of dollar amounts? 

Mr. Parrisu. Yes, 
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Mr. Yates. The Bureau hit hardest was the Bureau of 
Antimonopoly? 

Mr. Parrisu. It was hit the largest dollar amount. It was not 
hit larger proportionately, if you follow me. In other words, it being 
the biggest bureau it will have the biggest dollar cut. 

Mr. Yates. No effort was made to appraise the importance of the 
functions of each of the bureaus in terms of the reduction in force. 
Rather it was an across-the-board application? 

Mr. ParrisH. Done pursuant to a Commission direction which said 
it should be done proportionately among the various bureaus. 

Mr. Mzap. At the very beginning of the fiscal year, or when the 
amount that we know is going to be available is brought to the atten- 
tion of the Commission, they allocate it to the several bureaus. 
Then when a reduction in force takes place they have that previous 
allocation. 

I think what Mr. Parrish is trying to say is that they reduced it 
dollarwise in proportion to the original allocation that was made by 
the Commission to the several bureaus. 

Isn’t that it? 

Mr. Parrisu. Yes, sir. 

Mr. Yates. Does the Commission determine at the start of the 
fiscal year where it will place the funds? 

Mr. Meap. It makes allocation of the funds on the basis of the 
appropriation granted by this House and Senate committee and the 
emphasis placed on it by the budget. 

Mr. Yates. By the Congress; is that correct? 

I take it from that statement, Senator, that the Commission 
follows the recommendations of the Congress and doesn’t allocate 
funds to one department which hasn’t been approved by the Congress 
for another department. 

Mr. Mean. An attempt always is made to bring that situation 
about, as you explained. There is at times conflict between, we will 
say, the House and Senate committee, and even the Bureau of the 
Budget. There will be emphasis in one House on antideceptive 
practices. There will be emphasis in another House on the work of 
the Antimonopoly Bureau. There will be no specific allocation of 
funds in the appropriation. We have to take under advisement the 
direction, probably oral direction, given to us by the two committees 
who handle our appropriation as well as any amendments that may 
creep into the appropriation bill on the floor. Where there is division 
without specific direction then the Commission makes the allocation 
in accordance with their better judgment. 

Mr. Yates. How many pts i were separated from the Bureau of 
Antimonopoly since the start of this fiscal year? 

Mr. Parrisu. Current figure is 138 now on the payroll. 

Mr. Yates. That is the number working. 

Mr. ParrisH. That is not separated. at is the current number 
of employees. 

Mr. Yates. How many employees did the Bureau have on July 1? 

Mr. Parrisn. We can furnish you that. 


(The number of employees on July 1 was 160.) 


Mr. Yates. Have you any idea about that? Wouldn’t it be in the 
last year’s justification? 
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— Jonas. Page 4 of the big table, the summary, shows something 
there. 

Mr. Yates. I want to find out how many were lost to this Bureau. 
In my opinion this is the most important function of the Commission. 
I want to find out how badly it was hurt. 

Mr. Howrey. May I answer that? 

Mr. Yarss. Yes. 

Mr. Howrey. We have furnished that precise information to the 
Senate Appropriations Committee and we will be very happy to 
furnish it to this committee in writing. We didn’t come prepared 
with all those figures. 

Mr. Puriurrs. How long a report is it? If it can be broken down 
into the form of a table Mr. Yates probably would like to have it put 
in the record. 

Mr. Howrey. It is in tabular form. 

Mr. Puitutps. Too long to put in the record? 

Mr. Howrey. No. 

Mr. Puttups. Would you like to have it, Mr. Yates? 

Mr. Yates. Yes, Mr. Chairman. 

Mr. Howrey. We will be = to give you the precise information. 

(The information requested above is as follows:) 


Errect or RepuctTion IN Force on Various BuREAUS AND DIvISsIONS 


The following tables, which were prepared in October 1953 after completion 
of the reduction in force, list the effect of the reduction upon each bureau and 
division affected. 

Bureau of Antimonopoly 


Organizational segment Left division ya dy Net change 
stigation d litigatio 3 3 

New York office. 4 0 —4 
4 0 —4 
Seattle office. 0 0 0 
19 3 —16 

Bureau of Antideceptive Practices: 
Investigation and litigation..................-.--.----..-- 6 0 —6 
Washington office 3 0 -3 
New York office. 0 0 0 
San Francisco office 0 0 0 
0 0 0 
New Orleans office 0 0 0 
Wool and fur 1 0 -1 
Medical opinions 0 0 0 
ll 0 

Bureau of Ind Coo tion: 

Trade practice fe 2 0 —2 
Stipulations. .......-.. 0 0 0 
2 0 —2 
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Bureau of Antimonopoly—Continued 


Organizational segment Left division y= hey Net change 


Office of General Counsel: 
General C 


Special assistants 
Appellate proceedings 
Compliance. 
Statutory assig ti 


or | ooro 


Division of Information and Library 


1 The figures for the Division of Economic Evidence and Reports includes both employees separated under 
reduction in force and those terminated and hired pursuant to the separated career employees program. 
All employees terminated in this Division, with the exception of one ay employee, were temporary 
indefinite employees on whom displacement notices were received from the Civil Service Commission 
under the separated career employees program. 


Since completion of reduction in force, the following changes not reflected in 
the above tables have occurred with respect to employees affected thereby: 

1. One attorney, separated from Division of Investigation and Litigation 
Bureau of Antimonopoly, and reassigned to Division of Economic Evidence and 
Peoeate, Bureau of Industrial Economics, has since been returned to his former 

ivision. 

2. One wool investigator, separated from Division of Wool and Fur Labeling, 
— u of Antideceptive Practices, has since returned to that Division in a clerical 
position. 

3. One economist, Division of Economic Evidence and Reports, Bureau of 
Industrial Economics, separated as the result of displacement notice from Civil 
pagh i Commission, has since been restored as the result of an appeal by FTC 

Separations from the agency between June 30 and December 31, 1953, except 
as covered in reduction-in-force tables set forth above, occurred as the result of 
setenaot, resignations, deaths, and other reasons not related to the reduction 

orce. 

he ae employment figures June 30, 1953, and December 31, 1953, be- 
tween the Bureau of Antimonopoly and the 2 operating bureaus of the Commission 
which are not connected with the antimonopoly program: 


Number of Number of 
Name employees, employees, 
June 30, 1953 | Dec. 31, 1953 


Bureau of Antimonopoly-_- 138 
Bureau of Antideceptive Practices 124 
Bureau of Industry Cooperation 35 


May I add to what Senator Mead said that in this year’s budget we 
are trying to make allocations, reallocations. 


BUDGET ALLOCATIONS 


As the Chairman pointed out we have taken away $72,000 from 
Anti-Deceptive. We have reallocated that, so we are trying to put 
the emphasis back where we think it should be. 

Mr. Yarns. Where is that, Mr. Chairman? 


2 
3 -3 
Bureau of Industrial Economics: 

Economie evidence and reports 
10 —6 
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Mr. Howrey. Well, we have taken the $72,000, added $153,000 
under Anti-Monopoly. There are $14,000 added to Trade Practice 
Conferences, $25,000 to Flammable Fabrics, and the other figures we 
have talked about—marketing advisor that Congressman Thomas 
inquired about. We have left the Antimonopoly program intact. 
We have taken nothing away from Antimonopoly to take care of 
Flammable Fabrics and these other items which we must take cog- 
nizance of. We have left that intact and taken the money away from 
Antideceptive, much to the unhappiness of Mr. Murphy who is 
head of that Bureau. But we thought he could spare it better than 
Antimonopoly could. 

Mr. Yates. The chart on page 3 shows that for fiscal year 1953, 
$1,711,218 was allocated to the investigation and litigation section of 
the Bureau of Antimonopoly. Is that correct? 

Mr. Howrey. Yes. 

Mr. Yarns. And a smaller sum was allocated for fiscal year 1954, 
$1,685,540. 

Still a smaller sum in the amount of roughly $2,000, $2,080 to be 
exact, is requested for fiscal year 1955. In other words, you are not 
in this present budget seeking to build up the Bureau of Anti- 
monopoly to its previous level. 

Mr. Howrey. at we are trying to do is to take our $4,200,000 
and allocate it with emphasis on Antimonopoly, with the same em- 
phasis on Antimonopoly, and yet carry out the other activities which 
Congress has directed us to undertake. 

r. Paturs. That amounts to about 50 percent of the budget, 
which is a little more than the percentage last year. It was not quite 
50 percent last year. It was ionitberelty less than 50 percent in 1953. 
Am I right? 

Mr. Howrey. I think you are right. 

Mr. Yatres. How do you get that figure? 

Mr. Puiuurps. I add together $1,711,218; $267,851, and I subtract 
that from $4,177,234: I do the same thing in 1954 and the same thing 
in 1955, and this comes to about 40 percent and this other about 47 

ercent and this other about 50 percent. Proportionately the amount 
is more, isn’t it? 

Mr. Yates. It depends on the allocation. Apparently in this 
budget greater emphasis will be placed on the economic and financial 
reports sections of the antimonopoly Bureau as opposed to the in- 
vestigation and litigation section. Fiscal year 1953 shows a sub- 
stantially smaller figure for economic and financial reports than that 
proposed for fiscal year 1955. 

Is that correct, Mr. Chairman? 


FUNDS REQUESTED FROM THE BUREAU OF THE BUDGET 


Mr. Howrey. Yes. But may I suggest that you are dealing here 
with the budget and not our me Botte. If you want to know what 
we pre se—— 
Mr. Yates. I want to know your proposals. 
Pen Howrey. If we are allowed to we will be glad to submit 
ose. 
Mr. Yates. What is your proposal? What did you ask the Bureau 
of the Budget for? 
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' Mr. Howrey. We asked for substantial increases. 

Mr. Yares. Is this on an overall basis or solely for the Bureau of 
Antimonopoly? 

Mr. Howrey. Bureau of Antimonopoly. We asked for $2,490,250 
for investigation and litigation under Antimonopoly. The budget 
gave us $1,683,460. 

We asked for $432,350 for economic and financial reports. So we 
asked for substantially more for Antimonopoly than we have ever 
been allowed, or than we were allowed for this fiscal year. 

Our total request was for $5,521,000, and the budget suggested we 
should have $4,200,000. 

So if you are inquiring with reference to our program, what we 
would do, we would think you should look at our request rather than 
what budget has provided for us. 


CONCENTRATION OF ECONOMIC WEALTH IN THE UNITED STATES 


Mr. Yatus. A few years ago, at the time Congress considered and 
passed an amendment to section 7 of the Clayton Act, there was 
presented to the Congress by the Judiciary Committee in connection 
with the presentation of that bill what I considered to be a rather 
alarming picture of the increase in concentration of economic wealth 
in this country. Has the Commission followed that increase since 
that time? 

Mr. Howrey. Has the Commission what? 

Mr. Yatrs. Has the Commission pursued that picture since that 
time? What is the situation with respect to the concentration of 
economic wealth in this country? 

Mr. Howrny. We have a concentration study under way which I 
think is about ready to be submitted to the Commission; is it not? 
; Dr. Marxuam. That should be submitted within 2 weeks at the 
atest. 

Mr. Yates. What has that study shown? Has it shown a con- 
tinued increase in the concentration of economic wealth or a decrease? 
ss ae still a need for the activity in your Bureau of an Antimonopoly 

ction? 

Dr. Marxnam. I think so, yes. Increase in concentration is 
moderate, rather small, but nevertheless an increase according to 
this statistical report. 

. Mr. Yatss. No amplification of that statement? 

Dr. Marxuam. I will try to put some content into this. I believe 
in terms of total sales volume, and this is based upon a study of roughly 
the 1,000 largest corporations in the United States, the largest 200 
companies controlled around 37.7 percent in 1937, and roughly 
around 40.5 percent in 1950, which shows a mild increase in concen- 
tration. This is spelled out in the report. There are statistical prob- 
lems associated with the measurements, but this we believe is a mod- 
erately accurate reflection of what has happened. 

Mr. Yares. Are you of the opinion that the problem is as pressi 
as it has been in recent years, that there is a necessity for continu od 
vigorous, and vigilant work by the Bureau of Antimonopoly in order 
to ~ te the tendency toward cartelism, if you will, or toward trusts, 
combines, 
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_ Dr. Marxuam. I wouldn’t like to labor long on the change. There 
has been no decrease. Whatever the justification was a few years ago, 
I think it still persists, sir. 

Mr. Yates. A few years ago there was an investigation by a sub- 
committee of the House Committee on Expenditures in the Executive 
Department which indicated that the Government had spent during a 
period of 3 a alone approximately $305 million more than it 
should have for the bocy open of automotive parts. 

It was recommended by this Committee that the Federal Trade 
Commission look into that question—not by this committee but the 
other committee. 

Mr. Howrey. I will ask Mr. Sheehy, Director of the Bureau of 
Antimonopoly, to answer the question. 

Mr. Sueerny. It has not been closed yet. Out of that there have 
been a number of cases of price discrimination which the Commission 
has taken action on, complaints have been issued, and several of those 
cases currently are in the process of trial. We do not have as yet any 
recommendation on price fixing, as such, in that industry but we have 
submitted several on price discrimination and complaints of issue. 


INTERNATIONAL OIL CARTEL 


Mr. Yares. What action has the Commission taken, if any, subse- 
quent to its report on the international oil cartel? Has there been 
any with respect to oil? 

r. Howrey. I don’t believe we have formal cases pending against 
oil companies. There are a number of cases under investigation that 
involve oil companies in what we call the “T. B. A.” field, tire, battery 
accessories. Under our liaison arrangement with Justice we try not 
to duplicate each other’s work. We try to supplement rather than 
duplicate, and they are yay I am told, quite a percentage of 
their budget on the oil industry. 

They have a case pending now in the Southern Federal District of 
New York as a direct outgrowth of the oil cartel report. The Depart- 
ment brought a Sherman Act case under that, and it now is being tried, 
I think, at the present time. 


EFFECT OF ADMINISTRATIVE PROCEDURE ACT 


Mr. Yares. With respect to your request for the economic adviser, 
what is the procedure of the Commission before it issues a complaint? 
Do you not consult with your economic staffs? 

Mr. Howrey. We do, indeed. 

Mr. Yates. And then you divorce yourself from the case immedi- 
ately following that? 

r. Howrey. Yes. We have to decide it, you see, and thereafter 
we do not talk to Mr. Sheehy’s division, which is in charge of the 
trial work, and also the investigative work. By law we are compelled 
not to consult them. 

Mr. Yates. That is the so-called—— 

Mr. Howrey. Administrative Procedure Act, section 5 (C). 

Mr. Yares. In effect the operation of the Administrative Procedure 
oes has been to make administrative agencies quasicourts. Isn’t 
that true? 
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Mr. Howrey. In part it is true, yes. The administrative agency 
has many functions and many activities other than what I call the 
case work, the formal work. e have all of our informal procedures, 
all of our investigative procedures, all of our economic reports and 
financial reports, if you please, and all those things. 

The Administrative Procedure Act, Section 5 (C) to which you 
have referred, applies to the formal cases where we issue a complaint 
and the matter is set down for hearing, and then we have brief, argu- 
ment and decision. 

The Administrative Procedure Act was the outgrowth of very long 
study by an Attorney General’s committee which I believe was 
chaired by Dean Acheson, and they came up with this long report, a 
very thorough report. They had an Executive Director, Dean Gell- 
horn of Columbia University. They studied the whole history of 
administrative agencies, starting with the first well-known example 
of the ICC they showed how private litigation and the judicial process 
had broken down; how the courts couldn’t handle discriminations 
between communities and between shippers in a private litigation 
before a court, so it was necessary to set up a body of experts. From 
there administrative agencies developed to the point where they 
became virtually a fourth branch of Government. We have them 
for banks, for air, for communications, and for many other types of 
specialized industries. 

There was a tendency to deal with the problem of monopoly, false 
and misleading advertising, and so forth, in the same way. So they 
set up the Federal Trade Commission, not to deal with a particular 
industry as FCC and Federal Reserve Bank and CAB and ICC did, 
but to cut across different industries and different occupations. 

The idea was, and I think it was sound, that the judicial processes 
had broken down and could not handle those technical complex ques- 
tions which have increased with the growth of our immense industrial 
economy. 

The greatest criticism by lawyers and by businessmen, when the 
Administrative Procedure Act was under study, was that the adminis- 
trative agency had become the grand jury, the investigator, the prose- 
cutor, the petit jury and the judge. 

So the Administrative Procedure Act is the outgrowth of that 
criticism. It dealt with that problem. They made the hearing 
examiner independent. They divorced prosecution from the decision 
end of it, and I think it is a very good thing. It doesn’t do what you 
suggest. It doesn’t turn the administrative agency into a court. It 
changes our case work into quasi-judicial work but not our adminis- 
trative duties. 

Mr. Yates. It is not a quasi-court. 

Mr. Howrey. Not the whole agency. 

Mr. Yates. With respect to matters before the Commission other 
than formal cases are the Commissioners permitted to speak to mem- 
bers of their staffs? 

Mr. Howrey. Very actively. We issue the complaints. 

Mr. Yates. Do the Commissioners have hiring and firing powers 
over members of the staffs? 

Mr. Howrey. I, as Chairman, have that power over all but the 
Commissioners offices. 
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Under the Reorganization Act No. 8, which was enacted in 1950, 
the Chairman was given charge of personnel. 

Mr. Yates. It is still an anomalous situation, is it not, where you 
associate in every activity other than a purely formal case, aed in 
that you are circumspect in keeping yourself away from possible col- 
lusion. Yet you control them for er and firing purposes. I 
don’t know anything has been accomplished by this purely formal 
separation for purposes of 1 or 2 particular cases. 

r. Howrey. | think it depends, like everything else in life, on 
the human element, on the Commissioners. Having these powers 
of hiring and firing and of allocation of work, if we wanted to we 
probably could control everything, but we do not want to. We have 
a splendid Commission now and we obey both the spirit and letter, 
I think, of the Administrative Procedure Act. 

Your criticism, if I may call it that, of the concept is one which does 
not apply to the Federal Trade Commission alone but it applies to all 
administrative law, both local, State, and Federal. 

Mr. Yates. I agree with that. 

Mr. Howrey. It is a highly debated subject. 

Mr. Yates. That is why I wondered if the separation of this 
Administrative Procedure Act accomplished what it was going to do 
or whether it put a stumbling block in the way of a true administrative 
procedure which originally was contemplated by Congress. 

Mr. Howrey. I think it has been helpful. 


ISSUANCE OF A COMPLAINT 


Mr. Yarus. Before a complaint is filed you discuss it with the very 
people who are going to try the case. Is that right? 

Mr. Howrey. Yes. We file it. They merely recommend and we 
either adopt their recommendation or change it and order the com- 
plaint issued or not issued. é 

Mr. Yates. When-a formal case is completed, who gets the tran- 
script? 

Do the Commissioners get it? Do their assistants get it? ' 

Mr. Howrey. If I may go back a step. We have, as most ad- 
ministrative agencies have, hearing examiners who go out, travel 
around the country and take the evidence and hear the witnesses, 
A stenographic transcript is made of that. It goes to the hearing 
examiner. He reaches what the Administrative Procedure Act 
calls an initial decision. 

The initial decision is a matter of public record and under the 
Administrative Procedure Act and under our procedures if either 
party, that is Mr. Sheehy’s division in an antimonopoly case, or the 
corporation respondent, doesn’t like the initial decision they can 
appeal to the Commission. The appeal is similar to an appeal in an 
appellate court. The parties file briefs and arguments. If the case 
is set down for argument before the Commission we hear it on oral 
argument and briefs and then it is in our lap for decision. At that 
stage I have an assistant and legal adviser, Mr. David Murchison, 
who hails from your State of North Carolina, Congressman Jonas, 
and whose father is in the textile industry. He is my assistant and 
he advises me on various things, but it is my decision. } 
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I have the General Counsel that I may call in and say, what do our 
decisions show on the question of section 2 (C), and he will give me a 
full whe on what we have held in the past, what our decisions show 
in 2 (C). 

Mr. Yarers. Are these two gentlemen available as well to the other 
Commissioners? 

Mr. Howrey. Mr. Murchison is not. The General Counsel is 
available to all Commissioners. 

Mr. Yates. Do the other Commissioners have their own attorneys, 
too? 

Mr. Howrey. Each has a legal adviser. 


ECONOMIC ADVISER 


Mr. Yates. Your request is for an economic adviser for you alone 
or the Commission? 

Mr. Howrey. For the Commission, to supplement the General 
Counsel. 

I would like to stress again, on that subject, that it is not a request 
for additional funds. That is a management reallocation that I am 
suggesting, and the Commission is suggesting, be made from our present 
budget. It is what we think, in running the shop down there, we need 
on the Commission level. 

Mr. Yares. Wouldn’t this be true of all other administrative 
agencies as well? Shouldn’t they have economic advisers, like the 
Federal Power Commission? 

Mr. Howrey. I am sure they do have. 

Mr. Yares. Economic advisers? 

Mr. Howrey. Yes. 

Mr. Yates. Do you know of any agency that has economic adviser 
to the Commission? 

Mr. Howrey. They may not call them that. 

Mr. Puruures. In a very few minutes you will get an opportunity to 
ask that question of the Federal Power Commission if you give them 
a chance. 

Mr. Howrey. I am sure you will find they all have that. 

I would like to say that being a recent appointment that the word 
“economist”? may have acquired a secondary meaning to this commit- 
tee. I sense that it has. 

As I use the term I refer to marketing and economic advice; it does 
not have any secondary or philosophical meaning. 


OTHER OBJECTS 


Mr. Puiuurrs. We will go quickly through one or two of these 
items. 

We discussed down to the item of more rent. You are asking for 
an increase of $6,000 in rent. Why is that? More space or higher 
rates? 

Mr. GLenpDENING. That increase is for rental of additional IBM 
card punch and tabulating equipment that will be required for the 
expansion of the financial reports program. ; 


318 


Mr. Puiuures. Will you put a statement in the record and suggest 
what is covered in the tabulating machinery rental and what you 
are paying now and itemize it? 

r. GLENDENING. Yes, sir. 

Mr. Puiturps. You have submitted such a statement to the GAO. 

Mr. GLENDENING. Yes, sir. 

(The matter referred to is as follows:) 


Division or FinancrAt Reports 
IBM equipment on rental, fiscal year 1954 


Number of Annual 

Description units sental 
055 Alphabetical verifier, model 1...-.....--.--.-----.---.-.-----.--------- 1 462 
405 ——— accounting machine, model A-1_................-.---.---- 1 5, 214 
602A Calculating punch, model 1.................-.....-.-.-.-------------- 1 3, 564 


Mr. Puruirs. In communications you have an increase of $15,000. 

Mr. GLENDENING. Part of that is the result of postage. 

Mr. How much? 

Mr. GLENDENING. $10,000. 

Mr. Puiuurrs. What is the other? 

Mr. GLENDENING. $5,000 for the increased cost of telegrams and 
communications for the expansion of the financial reporting project. 

Mr. Puturrs. In equipment you are asking for $14,000 which is 
$12,000 more than you asked for the year before? 

Mr. GLENDENING. Yes, sir. 

Mr. Puiuurrs. Your explanation is that you are adding 30 new 
people. I look at the record and see you had 700 people 2 years ago, 
575 now; and you are asking for 630. What did you do with the 
desks and chairs when you had 700 people? You had better look in 
the storage space and see if you haven’t got them. 

Mr. GLENDENING. When we had those 700 employees, we had a 
number of people paid and equipped from Office of Price Stabilization 
funds. When this project was completed, the furniture and equip- 
ment were returned to OPS, as it was purchased with their money. 

Mr. Jonas. How many automobiles do you have? 

Mr. GLENDENING. One passenger car. 

Mr. Jonas. You are not asking for any? 

Mr. GLENDENING. No, sir. 

Mr. Howrey. We have a Pontiac. We also have a motorcycle 
and truck. 

Mr. Yares. In view of the cut given to your request by the Bureau 
of the Budget do you feel that you can carry on an effective job in the 
Bureau of Antimonopoly? 

Mr. Howrey. That is a very difficult question. 

Mr. Yates. I know it is, but you have the job of doing it. 

Mr. Howrey. I think we can. I would like to say, though, and 
I say this with some reservation and some timidity, but I think if this 
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committee or the Senate committee should cut us much more, the 
Federal Trade Commission could not do the job it was designed to do, 
and almost might as well be abolished. 

Mr. Paruurps. Is that an offer? 

Mr. Howrey. No. These are my personal views. I am not a 
career Government man but I am familiar with this field. We have 
a greater jurisdiction than any other agency in the Government, bar 
none. e regulate a multibillion dollar economy, and in my judg- 
ment we cannot do it on any less than is contained in this budget. 

Mr. Yares. Can you do it on the amount contained in the budget? 

Mr. Howrey. We can do much better than before Senator Mead’s 
period as chairman. I think Senator Mead improved the adminis- 
tration of the agency very greatly and I think we can continue to 
papers it... I think ‘we can get much more out of our enforcement 

ollar. 

Mr. Puiuirs. On that note, we will close the hearings, 

Thank you very much, gentlemen. 
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Amounts available for obligation 


1953 actual | 1954 estimate 


Appropriation or estimate $4, 085, 700 
bursements from other accounts 68, 317 


Total available for obligation 4, 154, 017 
Unobligated balance, estimated savings —17, 996 


Obligations incurred 4, 136, 021 
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Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
1, Licensing of non-Federal hydroelectric projects... .......-. $606, 390 $635, 000 $600, 
2. ation and surveys, electric power Stes SE nteury nop = 1, 067, 431 1, 084, 000 1, 033, 816 
3. Regulation and surveys, natural gas industry. ......_.____- , 599, 314 , 771, 1, 680, 209 
4. Investigations relating to Fegpeal river development 
4, 136, 021 4, 308, 000 4, 150, 000 
Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
number of permanent positions. 687 695 670 
Average number of all employees---.--.............-...------- 662 659 629 
Average salaries and grades: 
$5,690| $5,778 $5, 87 
01 Personal services: 
I...) wcasduscunseeonacursoconen $3, 750, 490 $3, 802, 780 $3, 685, 446 
Regular pa: = excess of 52-week base..............-.. 13, 604 15, 102 14, 954 
Payment above basic rates.................-...------- 977 2,000 2,000 
ee ee 3, 767, 056 3, 821, 650 3, 702, 400 
03 Transportation of things-.................-....--.- 2 2, 492 3, 000 2, 900 
04 Communication services.__ 7 27, 537 61, 500 61, 300 
05 Rents and utility services . 20, 092 21, 000 21,000 
06 Printing and reproductio >! 39, 754 91, 300 64, 700 
07 Other contractual services. 20, 290 23, 450 16, 200 
Services performed by other agencies_................... 3, 200 2, 600 2, 600 
08 Supplies and materials... ....................--...-.-..-.-.. 38, 840 40, 500 38, 400 
13, 560 30, 000 20, 200 
cnn 2, 458 3, 000 4, 000 
Obligations 4, 136, 021 4, 308, 000 4, 150, 000 
Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year. ..............--.------ $334, 196 $170, 371 $250, 000 
Obligations incurred during the year___...........-.-.-.-.---- 4, 136, 021 , 308, 000 4, 150;000 
Total. 4, 470, 217 4, 478, 371 4, 400, 000 
Deduct: 
in obligations of prior years 
Obligated balance carried to certified claims account ss 
Unliquidated obligations, end of year.................--.- 170, 371 250, 000 300, 000 
4, 211, 043 4, 220, 371 4, 100, 000 
Expenditures are distributed as follows: 
Out of current authorizations. _...................-..---- 3, 915, 047 3, 850, 000 
Out of prior authorizations._................---...-------- 295, 996 170, 371 250, 000 


Mr. Puituips. We have with us today the Federal Power Commis- 
sion which is here to present its justifications in connection with the 


1955 budget. 


We have the new Chairman, Mr. Jerome K. Kuykendall, Mr. 
Nelson Lee Smith, whom we know, Mr. Doty, Mr. Digby, and their 


staffs. 
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The gentleman from New Hampshire, Mr. Cotton, had expressed 
his great regret that a matter of some urgency in the district pre- 
vented his being present. He wanted you to know that, Mr. Smith. 

Before vou make your presentation we have a custom in the com- 
mittee, when we have new members of a Commission. We would 
like to know them a little better. 

Would you give us a thumbnail sketch of vour background and 
what you did before you came on the Commission and then we will 
hear from the other new members. 

Mr. KuyKkenpauui. Mr. Draper is ill so he could not be here. 

Mr. Puiuups. All right. Give us a sketch of your background. 

Mr. Kuykenpa... I was born in the State of Washington and 
come from there. I am a lawyer by profession and I have been an 
assistant attorney general in the State of Washington. 

Immediately prior to coming to the Federal Power Commission |] 
was chairman of the Public Service Commission of the State of 
Washington. I had been a member of that Commission for about 
26 months. 

My home was in Olympia, the capital, at the time I left to come 
here. I practiced law in Seattle and in Olympia. 

Mr. Puiuiies. When were you appointed to the Commission? 

Mr. KuyKkEnpDALL. I was appointed, nominated, and confirmed in 
April and took office May 15 of last year. 

Mr. Mr. Digby? 

Mr. Diasy. I was born and lived all my life until I came to Wash- 
ington in Louisiana. I am a lawyer by profession. I served both as 
district attorney and district judge in the State of Louisiana. In 
connection with my law firm practice I was city attorney for 10 years. 
I was also conservation commissioner of Louisiana with regulatory 
authority over the oil and gas industry for 4% years. 

I came to the Federal Power Commission on August 17 of last year. 

Mr. Puatuurps. Do you have a preparatory statement? 

Mr. KuyKenpa.u. Yes, Mr. Chairman. 

Mr. Puiuirps. Does that duplicate your justification? We will 
have a general understanding that any part of this may be put in the 
record to supplement what you say and without duplicating it. 

Will you proceed? 

GENERAL STATEMENT 


Mr. Kuykenpauu. Mr. Chairman and members of the committee, 
I am Jerome K. Kuykendall, Chairman of the Federal Power Com- 
mission. | appear here, as do the other Commissioners and staff 
members present, in support of the Commission’s estimate for the 
fiscal year 1955. 

Our estimate totals $4,150,000, or $150,000 less than was appro- 
priated for the current year. The estimates will permit the perform- 
ance of only minimum services essential in the public interest, and 
many at levels of operation below what ordinarily should be expected 
for adequate protection of the public interest. 

The estimates contemplate a reduction in strength of 30 man-years 
as compared with the present year. It is believed that this reduction 
can be accomplished by normal attrition. To that end the Commis- 
sion has already placed limits on staffing during the remainder of the 
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current year. The strength to be supported by the estimates before 
you will be the lowest in 17 years. 

Unfortunately, however, there has not been a commensurate 1educ- 
tion in wor kload: On the contrary, the workload continues to increase 
in many important areas of activity. The many functions with which 
the Commission is charged are listed on page 16, at tab 6, and grouped 
under four principal activities. 

The first of these, “Licensing of non-Federal hydroelectric projects,” 
reflects a decrease of $35,000 ia the budget year. Of that amount, 
over $7,000 was cut from the licensing function proper. It was 
expected, when our estimates were originally prepared, that with 
these funds we could accomplish a modest reduction in backlog and 
finish the year’s work with 139 applications pending. However, due 
in large measure to the increased interest by local developers, applica- 
tions are being filed at an unprecedented rate and have imcreased 
sharply io recent months. As an illustration of the acceleration in 
this type of business, pending applications on June 30, 1953, repre- 
sented capacity of 8,033,000 kilowatts. Pending applications today 
involve 11,406,000 kilowatts, an increase of 42 percent in 6 months. 
Accordingly, it is expected that the backlog of work will probably 
oe rather than decrease with the manpower requested ia this 

udget. 

Of the remaining $28,000 reduction, a large part was made possible 
by the exemption, by statute enacted last year, of certain licensees 
from the accounting provisious of the Federal Power Act. 

The second major activity, ‘‘Regulation and surveys, electric power 
industry,’”’ has been reduced by $50,184. A small increase is indi- 
cated for electric-rate regulation, but substantial cuts were made in 
other functions such as electric-power requirements and supply, and 
the gathering, analysis, and publication of basic data concerning the 
electric industry. 

Under the third major category, ‘‘Regulation and surveys, natural- 
gas industry” appears the largest cut, $90,791, despite the fact that 
natural gas rate increase cases remain the most pressing problem con- 
fronting the Commission. At the close of the last fiscal year there 
were 39 cases pending involving $162,845,000 in annual rate increases 
under suspension, as compared to 23 such cases involving $104 million 
a year prior to that time. As of January 1 this year, the number of 
cases under suspension was 49 and the dollar amount involved 
$147,398,100, or an increase of 10 cases under suspension in the last 
6 months. 

Nearly a third of the total decrease in this sow a activity is for 
certificate work. Although the number of certificate applications 
filed is not expected to increase over the present year, the decrease 
in manpower will probably result in an increase in the backlog of 
applications in process. 

As this committee is undoubtedly aware, the Commission’s regula- 
tory duties under the Natural Gas Act will be measurably increased 
by reason of the decision of the courts holding that Phillips Petroleum 
Co. is subject to the Commission’s jurisdiction. We have in process 
at the present time a study showing the extent to which the court 
decision will apply to other companies similarly engaged in making 
sales of gas to interstate pipeline companies. It is possible that a 
Jarge number of additional companies may be subject to regulation 


4 


323 


under the Natural Gas Act. But, in any event, there will undoubtedl 
be a substantial increase in work due to this court decision and path 
additional workload was not taken into consideration in the prepara- 
tion of the 1955 estimates. 

For the fourth, and last, of the major activities, “Investigations 
relating to Federal river development projects,” this budget requires a 
decrease of $17,000, most of which is applicable to river basin and 
project studies made in cooperation with other agencies. The amount 
allowed for this activity, however, will enable the staff to handle only 
130 of the 155 studies which other agencies expect to refer to the 
Commission for action. 

Those are the highlights of the four major activies provided for in 
the Commission’s budget. I would like to point out that in the various 
functions of the Commission the decreases in estimates do not result 
from estimated reductions in workload but rather, in most cases, from 
a desire to present a reduced budget for the consideration of the 
Congress. 

We believe we can compensate for the decreases in part, through our 
continuing efforts to improve procedures and increase efficiency to the 
limit of the means at our disposal. In addition to its own continuing 
efforts, the Commission requested, and received, the assistance of the 
Bureau of the Budget in making a study of its organization and 
methods. A private firm is now making such a study under contract 
with the Bureau of the Budget. The report of the results of that 
study is expected to be rendered some time next month. 

Thus far I have discussed, in general terms, the use to which the 
appropriation we seek would be put. Mention, at this time, should 

be appropriate of the funds that we take in. 

Under section 10 (e) of the Federal Power Act the Commission 
collects from licensees fees for reimbursing the Government for admin- 
istration of part I of the act and for the use, occupancy, and enjoyment 
of its lands and other property. In fiscal 1953 the fees collected 
totaled $1,506,825. Of this amount over $900,000 was for reimburse- 
ment for administration of part I of the act. 

Another $81,729 was collected for various purposes including $36,785 
for sale of publications and maps, $33,500 for business concessions and 
over $10,000 for photo duplications sold. Total collections from all 
sources amounted to $1,588,554 or over 38 percent of the sum that we 
ask you to appropriate for 1955. As you are aware, of course, all of 
the funds collected are deposited into general and special accounts 
not available to the Commission. 

The Commission staff is now preparing regulations, to be promui- 
gated under authority of title V of the Independent Offices Appropria- 
tion Act of 1952, designed to recover approximately $500,000 per year, 
through filing fees and certificating fees, to reimburse the Government 
for the costs of certificating natural-gas facilities. Adding that 
amount to collections now made will resdllt in a return to the Treasury 
of about $1 for every $2 spent by the Commission. No reasonable 
opportunity to increase collections on an equitable and legal basis will 
be overlooked. 

We are now at your disposal, Mr. Chairman, to answer any questions 
the committee may have concerning the Commission’s needs for 1955. 

(General statement by the Federal Power Commission is as follows:) 
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Summary Data aNp HIGHLIGHTS 


In preparing its budget the Commission was guided by the policies and assump- 
tions announced by the President. Accordingly, the estimates provide, insofar 
as possible, for the support of only minimum services essential in the public 
interest. Many functions are provided for at levels of operation well below what 
ordinarily should be contemplated. 

It will be recalled that the revised President’s budget for 1954 provided for 
$4,300,000 for the Federal Power Commission. Congress appropriated that 
amount. Some essential functions are continuing to increase, however, to the 
extent, in some areas of activity, that even diversion of all available qualified 
personnel from other important work does not enable the Commission properly 
to discharge its duties. 

It may be noted in passing that in the vears from 1949 through 1953, during 
which there was a steady and rapid increase in workload, the staff of the Com- 
mission steadily decreased, due to lack of sufficient funds. For the years 1949 
through 1953 the average employment data are: 817, 761, 738, 716, and 662, or a 
loss of 19 percent in 4 years’ time. In 1954, although the appropriation was in- 
creased and a small increase in average strength was expected, attritional losses 
required in decreasing the staff to a level commensurate with the 1955 estimate 
will result in an average of only 659 for 1954. 

The estimates for 1955 provide for $4,150,000, which will necessitate a decrease 
in force of 30 man-years, which inevitably will hamper the Commission in its 
efforts to cope with the increased workload; already substantial backlogs of work 
in some activities will be increased unavoidably. There follow brief discussions 
of the highlights of each major activity classification. 

The activity “Licensing of non-Federal hydroelectric projects’ provides for a 
decrease of $35,000 from the current year. Under this activity are performed the 
duties with which the Commission is charged by part I of the Federal Power Act. 
Principal among these duties is the licensing function proper. At the start of 
the current year 169 applications were on hand, 120 are expected to be filed in the 
current year, and it is hoped that 140 can be completed. It is estimated that 
the funds requested for 1955 will enable us to handle current work and possibly 
reduce the backlog to 107. The applications pending at the start of fiscal 1954 
represented over 8 million kilowatts of ultimate capacity, estimated to represent 
an investment of well over a billion dollars. Electric utilities are expanding their 
generating facilities at the greatest rate in their history and the impact of this 
program is evident both in the sustained high rate of licensed project applications 
and the amount of capacity involved. 

Under ‘Regulation and surveys, electric power industry” the funds requested 
are $50,184 below thecurrent year level. In the budget year it is expected that 
the rate case workload and rate filings will continue at the current year’s rate. 
There is reflected under this principal heading a decrease of $19,095 for gathering, 
analysis and publication of basic data on the electric industry, including printing 
of publications and maps, and a decrease of $31,640 for electric power require- 
ments and supply work. However, the Commission is the only official source of 
such data and the demand therefor is increasing constantly. The demand for 
complete information on power system loads and facilities is expected to persist. 

It was also found necessary to decrease the funds allocated to corporate regula- 
tion by $4,850, and those for enforcement of uniform accounting by $2,400. 

“Regulation and surveys, natural gas industry” funds reflect a decrease of 
$90,791, the largest single item decrease being $57,250 for rate regulation. The 
number of applications for increases in rates continues to rise at an alarming rate. 
The Commission has no control over the filing of rate increase applications. As 
of June 30, 1953, suspended rate increases awaiting final Commission action totaled 
$163 million per year. It is now indicated that the trend will continue for the 
rest of the current year and into fiscal year 1955 with increases filed in ever-increas- 
ing number and magnitude. Numerous complaints are being made by the natural 
gas companies and their customers concerning the delay in processing rate increase 
cases, ference in the processing of rate suspension cases is required by the 
act. In its effort to comply with the statute the Commission has diverted to 
this activity from other functions dozens of employees in the past 3 years. Due 
to the vast expansion of the natural gas industry in recent years, changes in gas 
rates affect larger segments of the population and involve much greater dollar 
amounts as compared with former years. The expeditious processing of rate 
increase cases is essential for protection of the consumer and the financial integrity 
of the natural gas companies. 
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Also indicated under this activity is a $28,930 decrease for work on certificates 
of public convenience and necessity for natural gas facilities, although the expan- 
sion of this industry since the war has been phenomenal. The construction of 
interstate pipelines since 1945, involving an expenditure of over $3 billion has 
brought about a more than 3-fold increase in the volume of gas transported in 
interstate commerce. The anticipated workload for 1955 is 260 applications, with 
a like number in 1954, although only 230 and 214, respectively, can be handled 
in those years. 

The major activity heading ‘Investigations relating to Federal river develop- 
ment projects” reflects a decrease of $17,000. It is emphasized that, although 
the estimate was prepared in accordance with announced policies, the amount 
requested for this activity for 1955 provides for a staff inadequate to handle all of 
the workload which is expected. Since the Commission serves primarily in an 
advisory capacity to the constructing agencies, it has no control over the number 
of projects requiring attention. Information received from the agencies which 
generate the workload indicates that 150 investigations will be required in 1954 
of which available funds will permit us to take care of only 125, while in the 
budget year 1955, 155 studies are expected to be forwarded for Commission 
consideration, while our estimates provide for sufficient staff to handle only 130. 

Included in all of the functions referred to above is the heavy burden of court 
litigation. The Commission has no control, obviously, over the number of its 
decisions which will be appealed to the courts. The number of such appeals has 
been increasing steadily, to the point where it is double the number experienced 
only 5 years ago. Furthermore, the fact that many of the rate increases now 
in process probably will be appealed, not only will preclude any relief from this 
burden, but will make it even heavier. 

“International Joint Commission” costs are expected to remain at approxi- 
mately the current level in 1955. 

Costs of “Administration” will be slightly above the 1954 level. The desira- 
bility of minimizing administrative costs is appreciated fully. However, there are 
many minimum essential administrative services which must be provided whether 
the “Operating” staff increases or decreases. The Commission intends, in the 
budget year, to keep costs at the current year’s level as far as general adminis- 
trative expenses are concerned, but plans on adding a legal assistant to the staff 
of each Commissioner. 

In concluding this brief discussion of the budget highlights it is desired to 
emphasize that, while the budget was prepared with the knowledge that ex- 

nditures must be curtailed, in less trying times a considerably greater sum would 

requested in order that backlogs might be reduced or eliminated and that the 
Commission might keep pace with current work. For example, increased at- 
tention would be given gas rate cases; more licensed project applications than are 
provided for in the budget would be acted upon in order to put such work on a 
current basis; more river basin and project studies than the budget provides for 
would be handled so that the Commission could keep pace with constructing 
agencies work; and the backlog of licensed project initial cost determination cases 
would be reduced rather than permitted to increase, as it unavoidably will. 


SALARIES AND EXPENSES 


Mr. (reading) : 


We believe we can compensate for decreases in part through our continuing 
efforts to improve procedures in increased efficiency-— 
et cetera. I do not want to argue on your point but you put heavy 
emphasis on the reductions that — had been made in your budget 


by the Bureau of the Budget, because I notice 2 years ago, for the 
1953 budget, you had $4,136,021. This year you are asking for 
$4,150,000. That is less than $14,000 difference. 

For fiscal year 1955 you are $158,000 lees than you had for last year. 
It is difficult for the committee to believe that many of the Federal 
agencies could not increase their efficiency, and we hope they will. 

The same way in the reduction, the way in which the budget has 
been applied, in licensing of nou-Federal hydroelectric projects which 
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is reduced only $6,000 from 2 years ago and $35,000 from last year. 
My point is that I do not think you suffered seriously. : 

n the second item, “Regulation and surveys, electric power in- 
dustry,” the reduction is only $30,000 from 2 years ago and $50,000 
from last year, and so on down the list. 

The number of employees, while 25 less than last year, reduced by 
absences and lapses, is less than that, and is only 17 Toes than 2 years 
ago. Iam encouraging you to think you can have a good year with 
the amount of money bin requested. 

Mr. Kuyxenpatu. Mr. Chairman, I was merely narrating how we 
had applied these reductions as against last year. 

Mr. Puiuurps. I thought I observed a note of regret in your voice. 

ni KUYKENDALL. Perhaps you did. We do have a big backlog of 
work, 

BACKLOG OF WORK 


Mr. Puiturrs. In which area is your backlog? 

Mr. Kuyxkenpatt. It is in all areas, It is in electric as well as 

ro The greatest pressure is in the gas work, although I do 
ee 

Mr. Paruurrs. Can your backlog be measured by the number of 
cases not acted upon or by some other material measure? 

Mr. Kuykenpaut. Number of cases not acted upon is a pretty fair 
measure. 

Mr. Putturps. Can you give us that for each of these areas? 

Mr. Kuyxkenpau. Yes. I think I gave it here on our gas rate cases. 

Mr. Puivurps. You gave it 155, on which you would be able to 
to make 130. 

Mr. Kuykenpatu. No, that is river basin studies. 

Mr. AnprEws. What about the figures on table 16, workload units. 
Is that finished or unfinished units? 

Mr. Securest. The table shows cases or other workload units 
anticipated to be completed for the fiscal year shown. 

Mr. Purvis. What relation is there between those figures Mr. 
Andrews called attention to and what you call the backlog? 

Mr. Srecurest. Backlog doesn’t show in the table. That is work 
we can accomplish with the money available. In the chairman’s 
statement which he read to you he showed you the big increase in 
filings for licenses for hydroelectric projects. He also showed the 
increase in suspended gas rate cases, and the item you referred to, 
Mr. Chairman, where they could complete only 130 out of 155 studies 
for the river basin work. 

Mr. Puiuurps. There are four columns in the chart I am looking at, 
which is marked as page 16. 

The fourth column here shows that in most of these workload units 
under the licensing of hydroelectric you have increased your produc- 
tion over last year. In the one where you intend to do less work is 
in basic data, which you might explain. You ought to have some 
basic data accumulated down there by now. 

Where is the work on gas investigations? 

Mr. Kvuyxkenpa.u. In the middle of the page. The justification 


Page umber is 76. 
. Puriurps. On that you have 229 cases in 1953, 230 cases, 
approximately the same number, in 1954, 214 for next year. 
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Mr. Kuykenpauu. Those are certificate cases. 

Mr. Puitirps. Then to come back to the original question, can you 
tell me what your backlog is for next year compared to this year and 
before? 

r. KuyKENDALL. At the end of the last fiscal year we had 39 
rate cases pending involving $162,845,000 as compared to 23 such cases 
involving $104 million a year prior to that time. 

of January 1 of this year the number of cases under suspension 
was 49 and the dollar amount involved was $149,398,100, or an in- 
crease of 10 cases under suspension in the last 6 months. 


PERSONAL SERVICES 


. Putuurps. What is your number of employees at this time? 

. Securest. Six hundred and sixty-five. 

. Pxtiures. You mean as of today, or as of the first of the month? 

. Securest. Last payroll period, which would be January 2. 

. Parties. What was it July 1 of last year? 

. Securest. Six hundred and thirty-five. 

. Puruurps. July 1 of 1954 what do you expect? 

. Securest. We will have to reduce probably 15 or 20 positions 
by that time based on this 1955 estimate. 

Mr. Puriurrs. That doesn’t correspond with this. Reduce 15 or 
20 positions? 

Mr. Securest. Yes. We have 665 now. 

Mr. Puiuurps. You are justifying 670 positions. 

Mr. Srecurest. Gross positions. 

Mr. Puruurpes. Five more than you have now. 

Mr. Securest. That is gross positions. The net is 629, net 
average. 

Mr. Puixups. As of January 1, 1953, you showed a number on the 
payroll of 666, which is 1 more than you had the next day. The 
number of civilian employees in the pay period preceding that, the 
last 1 for the vear before, was 668. 

I do not quite understand your statement that vou have to reduce 
it 20 positions when you are asking for 5 more than you have now. 

Mr. Securest. Well, the gross positions are 670. The average net 
for the year will be 629. 

Mr. Puriurrs. That is quite a lapse for an agency like yours. 
You are supposed to have more permanent employees down there. 

Mr. Ssecurest. In the professional type of work the Commission 
does you cannot always get the man for the particular position you 
set up. You may have to create a different grade. 

Mr. Puitures. That is no different this year than any other. 

Mr. Securest. But over the course of the year you have more 
gross positions than you normally would have if you could get the 
type of employee needed at a particular time. 

r. Puiituips. That is a 5-percent constant lapse. 

Mr. Securest. A 5-percent lapse. It may be high, looking to the 
future, but it bertainly has not been high in the past several years. 

Mr. Putuurrs. I would say it is about the average. The point is 
that for an organization like the Federal Power Commission, you 
ought not to have a 5-percent lapse. 

r. Securest. Well, we have been having it until very recently. 
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Mr. Puiuuips. Is there any particular reason for that? 

Mr. Securest. Yes; because the specialists we have are very much 
in demand by industry and they hire away quite a oumber of our 

men. 

Mr. Smith can tell you about that in detail, I am sure. 

Mr. C. W. Smitu. Practically in every rate case that comes before 
the Commission today their chief witnesses or lawyers are former 
members of the Commission’s staff. 

Mr. Jonas. Does not that law against their practice apply to them? 
It applies to the Treasury only? 

r. GaTcHELL. It applies to everybody where there are claims 
against the Government. These are not claims against the Govern- 
ment. 

TRAVEL 


Mr. Puiuurps. For travel, you ask for an increase of $6,300. Is 
there sy special reason for that? 

Mr. Securest. Our travel figure may appear high compared to 
some organizations of the Government; but we have to keep from 80 
to 90 —— in the field on these rate cases and other types of investi- 
gation. There is a constant per diem to be paid them. The rates 
our Commission has set for that I think are the minimum to be 
expected to be given any employee today, because when an assignment 
is made involving a month or more in the field, they only get $9 a 
day for 15 days, and after that they get $5. 


PRINTING AND REPRODUCTION 


Mr. Putturps. Why do you have such an obligation as “06 Printing 

and reproduction”? That goes down $27,000. Last year you got 
$91,000, and next year you want $64,000. 
_ Mr. Securest. The reason for that is we are behind in printing 
the Commission’s opinions and decisions. The Federal Bar Associa- 
tion and others have been complaining considerably because they are 
not printed currently. This year we are planning on getting two 
volumes printed. They cost about $16,000 a volume. Next year we 
will be back to normal. 

Mr. Puatuurps. Do you charge for them? 

Ps Securest. Yes, sir; the Superintendent of Documents sells 
em. 

Mr. Puiturrs. Does that reimburse the Treasury to the extent of 
this $65,000? 

Mr. Securest. No, sir. The publication figures we gave you showed 
collections last year around $37,000. The reports published involve 
several statistical publications that are needed for the administrative 
use of the staff of the Commission, State and other Federal agencies, 
as well as for sale to the public. 

Mr. Puruurps. Do you expect to take in about $35,000 next year? 

Mr. Sscurest. I think we will take in somewhere. around that. 
A year or so ago we materially increased the price of all our publica- 
tions. 
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EQUIPMENT 


Mr. Puituips. Now about your equipment, which is 09. You 
fluctuate there very materially for an organization that remains 
static in number, as you do. You had $13,500 in 1953; you had 
$30,000 last year and are asking for $20,000 for next year. 

Mr. Securest. We have had a situation in our duplicating plant 
where the machinery is about worn out. This year and next year it 
will have to replaced. The Joint Committee on Printing of the Con- 
gress has authorized the replacement of a number of items. 

Another thing, there is provision made for the replacement of some 
typewriters and some calculating machines, because we are getting 
an average age that is very, very high on typewriters and calculating 
machines, both. I believe typewriters would run 8 or 9 years on the 
average and on calculating machines it is greater than that, maybe 
11 years. 

DISTRIBUTION OF LAND RENTAL FEES 


Mr. Puituips. You testified as to reimbursements turned into the 
Treasury from the rental of lands. I was under the impression you 
ave some of that back to the States. You did not mention that. 

o you not make a subvention to the States? 

Mr. Securest. In licensing projects which include public lands, 
a charge is made for the use of those public lands. The State in which 
they are located gets 37.5 percent of the collection; 12.5 percent goes 
into the Treasury, and 50 percent to the Reclamation Bureau. at 
percentage of distribution applies only to the land fees. 

Mr. Putuurs. What is the total amount last year that was reim- 
bursed to all of the States? 

Mr. Securest. I think somewhere around $67,000. 

Mr. Puiuuirs. Your estimate for 1954 for payment to the States 
was $32,500. 

Mr. Securest. And $41,375 for 1955. 


AUTOMOBILES 


Mr. Jonas. You are asking for 1 automobile? 

Mr. Securest. Yes, sir, and that is strictly a replacement. And 
in 1955 we will have reduced one more in total. I think we will be 
down to 11 ér 12. 

Mr. Puriurpes. How many do you have? 

Mr. Securest. We have 11 or 12. 

Mr. Jonas. You are only asking for $1,400 for another automobile. 
Is that a trade-in? 

Mr. Securest. Yes, sir; that is correct. We will have 11 next 

ear. 
* MARKETING OF FEDERAL POWER 


Mr. Krvuecer. Do you have anything to do with the marketing 
of Federal power? 

Mr. Kuykenpa.u. We are not an operating o ization. 

Mr. Apams. We have no direct responsibility for the marketing of 
power from Federal projects. 


|_| 
| 
H 


330 
Mr. Krurcer. What do you have to do with rates for Federal 


power? 

Mr. Apams. We review rates proposed by the Department of the 
Interior, which is the marketing agency. The Flood Control Act of 
1944 provides that any power from projects constructed by the 
Corps of Engineers shall be marketed by the Department of the 
Interior at rates subject to approval by the Federal Power Commission. 
That applies only to those projects constructed by the Army; not by 
the Bureau of Reclamation. 

Mr, Kruecer. Are on working under the Department of the In- 
terior or are you an independent agency? 

Mr. Apams. We are an independent agency reviewing rates pro- 
posed by them for projects constructed by the Corps of ineers. 

Mr. Kruecer. Just recently hearings have been held in the Senate 
as well as in the House about the marketing criteria of power from 
developments like the Missouri River Basin. There seems to be 
quite a lot of interest in this matter. Does your Commission have 
anything to do with that and have you attended any of the meetings 
of Congressman Miller’s committee and Senator Langer’s committee? 

Mr. Apams. No, sir. Those have been entirely with the Depart- 
ment of the Interior. The rates for power to be sold in the Missouri 
Basin have not yet been submitted to the Commission for its consider- 
ation by the Department of the Interior; therefore we have had no 
occasion to go into that to consider the matter with them. 


INTERNATIONAL JOINT COMMISSION 


Mr. Pururps. Please tell me what the International Joint Com- 
mission does. International where—with Canada? 

Mr. Garcue.t. The International Joint Commission was created 
under the treaty of January 11, 1909. It has on it both representa- 
tives of Canada and of the United States. It deals with any matters 
which relate to the control of the levels of international boundary 
streams, including the Great Lakes. 


BUDGET REQUEST 


Mr. Anprews. How much money did you ask of the Bureau of 
the Budget? 

Mr. $4,500,000. 

Mr. Anprews. And the Budget allowed you—— 

Mr. KvuyKENDALL. $4,150,000. 

Mr. Anprews. A reduction of about $350,000. 

Mr. Kuyxenpatu. Yes. 


BACKLOG OF WORK 


Mr. Anprews. How much do you think it would take for the Com- 
mission to do a good job and get current with your hearings and stay 
current? Is it a question of both time and money? 

_ Mr. Kuyxenpauu. Yes. We felt what we asked for was none too 
much to do that. 

Mr. AnpreEws. I think it is impossible ever to get current with all 
the applications pending before the Commission. 
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Mr. KuyxKenpba.u. Yes, because they keep coming. But we should 
not have a dacklog like we do. We should be able to process all cases 
much faster and not let them stack up like they are doing. 

Mr. Anprews. Is your backlog increasing, leveling off, or declining? 

Mr. Kuykenpbauu. Our backlog of gas rate cases is increasing. 

Mr. Anprews. If a company files an application for an increase in 

as rates, they file the application with your Commission for the 
increase, do they not? 

Mr. Yes. 

bar. AnpreEws. When can they expect a hearing on their applica- 
tion? 

Mr. Kuykenpba.t. I will explain that in this way. They file their 
new rates with us, which constitute an application for an increase in 
those rates. Ordinarily they ask that those be effective in 30 days. 
In these big rate cases, we have to suspend the rates, because we do 
not have time to investigate in that 30 days and make a determination. 

Mr. AnpreEws. For how long can you suspend rates? 

Mr. KuyKenDALL. We can suspend rates for 5 months. If they 
are for gas and are still not settled, and that is the general situation, 
the company puts those rates into effect under bond and then their 
earnings are uncertain. [ mean the amount of their earnings is 
uncertain, because it all depends on how much we ultimately allow 
them in the way of revenues. So they have contingent revenues, 
which is an unsatisfactory condition. 

Mr. Anprews. The delay brings about additional work on the part 
of the Commission, does it not? 

Mr. KuyKeNDALL. Yes. 

Mr. Anprews. Delay in the determination of the application. 

Mr. KuyKenpatt. That is true, I think. 

Mr. Anprews. At the end of 5 months, if the company has not 
received action for or against them by the Commission on. their 
application for a rate increase, they can make bond and put the new 
rate into effect? 

Mr. KuyKkenpa.u. That is right. 

Mr. Anprews. If the Commission takes action and rejects the 
peng pee for a rate increase within that 5-month period, is that 

na 

Mr. KuyKkenpba.u. Yes: if we act within that 5 months, that would 
ordinarily be a final decision. We perhaps would not reject it but 
say we thought the rates were too high as filed but perhaps they were 
entitled to a higher rate than they had before. It would be a modera- 
tion of their rates rather than a rejection. 

Mr. Anprews. You could deny any increase at all? 

Mr. KuykenpDaALt. If we felt warranted, we would. 

Mr. Anprews. If you made such a decision denving any rate 
increase, would it be possible for the company to make an appeal? 

Mr. KuYKENDALL. Yes. 

Mr. Anprews. Where? 

Mr. KvuyKenpatu. The circuit court of appeals. 

Mr. Anprews. Could they make bond in the event of an appeal and 
increase the rates, or would they have to await the action of the court. 
of appeals before they could increase the rates? 

Mr. Kvuyxenpay. No. Their rates could be in effect under bond 
all of the time. 
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_ Mr. Anprews. Even though the Commission denied the applica- 
tion within the 5-month period? 
Mr. Yes. 


ORIGINAL BUDGET REQUEST 


Mr. Anprews. Your request to the budget was for $4,500,000? 

Mr. Yes. 

Mr. Anprews. For what part of your work did you ask that money? 
Can you put your finger on it? 

Mr. KuyKkenpDA.LL. Some of it is stated here. I think we lifted out 
$91,000 from our gas rate work. 

Mr. Anprews. You lifted it out. 

Mr. Yares. As a result of the decision of the Bureau of the Budget? 

Mr. Securest. On the basis of the $4,500,000 estimate, I will 
indicate by each of the 4 major categories of our work the approxi- 
mate reduction for each item. 

Mr. Anprews. We are talking about $350,000. That was the 
additional amount you requested and the budget denied. Give me 
the breakdown of that $350,000. 

Mr. Securest. $60,000 of that came off of our major activity 
licensing of non-Federal hydroelectric projects. On regulation ap 
surveys of the electric industry, there was about $82,000 reduction, 
and on the regulation of the gas industry, about $168,000. 

— AnpreEws. That is the big money you requested and failed to 

et 
. Mr. Securest. Yes. 

Mr. Anprews. The $168,000 requested was to regulate the gas 
industry? 
That is right. 

Mr. AnprREws. Does that have to do with those cases where the 
company files an application and asks for an increase in rates? 

r. SECHREST. Yes, sir. 

Mr. Anprews. And where action is not taken within 5 months, 
bond can be made and the rates increased? 

Mr. Securest. Yes. 

Mr. Yates. Does any part of that pertain to rate reduction? 

Mr. KuyKkENDALL. Yes; it could very well and there was a long 
period when the Commission was very active in reducing rates. 

Mr. Yatrs. What happened? 

Mr. Kuykenpa.u. Unfortunately the trend changed; the price of 
natural gas has changed steadily anf quite rapidly in the last few years. 

Mr. Tnsaaren: Is the Commission concerned with the wholesale 
price of natural gas? 

Mr. Kuykenbaui. We felt we were not concerned with it and it 
was not within our jurisdiction and we simply had to recognize those 
costs that the pipeline companies paid for their gas. But apparently 
the Phillips petroleum decision put a different construction on it. 

Mr. Yates. Does this mean you will now be able to effect rate 
reductions? 

Mr. KuyKenpDALu. That would be prejudging it. It seems now it 
is our duty, at least in those sales made by production companies after 
complete production and gathering, to determine what would be a 
fair rate for gas. 
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Mr. Anprews. You accounted for $310,000 of the requested in- 
crease. Where is the other $40,000? 

Mr. Sgecurest. About $28,000 is in investigations relating to river 
development, and the balance of it is in the administrative overhead. 

Mr. ANDREWS. $28,000 in administrative overhead? 

Mr. Securest. Yes, sir. 

Mr. Jonas. No; he said $28,000 in river development and the bal- 
ance in administrative overhead. 


NUMBER OF EMPLOYEES 


Mr. AnprEews. How many employees did you have on June 30, last 
year? 

” Mr. Securest. Somewhere between 635 and 640. 

Mr. Anprews. Do you remember what you had as of January 1, 
1953? 

Mr. Securest. We had 666. I furnished the committee with a 
statement on that. 

Mr. Putuurps. He gave you the figure for 1954. 

Mr. ANpREws. What I wanted was 1953. I believe it is found here 
on page 4, showing 1949 through 1953. You had 817 for 1949, 761 
for 1950, 738 for 1951, 716 for 1952, and 662 for 1953. 

(Note: Above figures are average number of positions for the year.) 

Mr. Yares. Is that correct? It appears on the bottom of page 4. 

Mr. Securest. That is correct as to average number of positions. 

Mr. Anprews. And then on January 1, 1953, you had 663—or 666? 

Mr. Puiuurrs. 666 according to their letter about equipment. 

Mr. AnprEews. Now could you tell me how many employees you 
had on January 1, 1954? 

Mr. Securest. That was the figure I gave you, I think—668. 


FUNCTIONS OF THE COMMISSION 


Mr. Yates. This table on page 16 of tab 6 of the justifications shows 
various functions of the Commission. In your opinion, Mr. Chairman, 
are those functions which are listed desirable to be performed by an 
agency such as the Federal Power Commission? Are they necessary 
in today’s economy? 

Mr. Kuykenpauu. Yes; I honestly believe they are. I do not 
know of any one of those major functions that could be eliminated, 
and I am sure none of them are being duplicated by any other 
agency of the Government. 

Mr. Yares. And on page 4 of your justifications, in the first two 
paragraphs you say: 

In preparing its budget, the Commission was guided by the policies and assump- 
tions announced by the President. Accordingly, the estimates provide, insofar 
as possible, for the support of only minimum services essential in the public interest. 
Many functions are provided for at levels of operation well below what ordinarily 
should be contemplated. 

What are the policies and assumptions announced by the President 
that govern your decision? 

Mr. KuyKkenpauu. Those were letters written by the Director of 
the Budget to our Commission and to all other agencies. I think Mr. 
Sechrest can detail the items that were covered. 
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Mr. Securesr. It specifically covers all activities and at the level 
as paraphrased there, if that will answer your question. 

Mr. Yarps. I do not understand that. 

_ Mr. Securestr. To continue operations at a minimum consistent 
with the public interest. 

Mr. Yates. Does this a A permit you to do that, or did the 
badass you submitted to the Bureau of the Budget permit you to do 
that‘ 

Mr. Kuykenpautu. You are getting over into a judgment factor. 

Mr. Yates. Well you operate the Federal Power Commission and 
you have responsibility for performing the functions outlined on page 
16. 

Mr. Yes. 

Mr. Yates. And you have just stated that all of those functions 
are necessary, in your opinion. 7 

Mr. Yes. 

Mr. Yates. Would the amount of money you requested from the 
Bureau of the Budget more definitely and more completely have 
permitted you to carry out those functions than the amount you are 

uesting here? 

fr. Yes; absolutely. There is no question about 
that. 

Mr. Yates. You state here in the first paragraph, ‘‘ Many functions 
are — for at levels of operation well below what ordinarily 
should be contemplated.’’ What functions had you in mind there? 

Mr. KuykenpbA.L. Virtually all of them. For instance, in our gas 
rate work it is not foreseeable that we can catch up on that work 
with the funds we will have; it is not foreseeable that we complete 
the river-basin-rate studies that it will be our duty to make; it is not 
foreseeable that we can really do the kind of job we would like to do 
in any of the four major categories. 

Mr. Yares. What will be the effect of the Supreme Court’s de- 
cision in the Phillips case upon your workload? ill it be increased? 

Mr. Kuykenpa.u. Yes. As I stated at the beginning of the hear- 
ing, we are studying now trying to analyze what that will entail and 
we will try to make the best estimate we can of what it will cost. But 
it _— it will be a very major increase in our work. 

here is this to bear in mind: Technically the matter is not yet 
decided until after reconsideration in the Supreme Court. Denial of 
the writ of certiorari is still pending. That has not yet been decided. 
We are in sort of an uncertain state right now. It is conceivable it 
will be granted, but nobody thinks that is probable. 


HELLS CANYON DAM 


Mr. Yates. On page 25 of the justifications it is stated: 


’ Due to the extraordinarily large amount of time which has been and is being 
reovired in connection with the Hells Canyon-Idaho Power Co. Brownlee, Oxbow 
Helis Canyon conflict, little progress has been made in this investigation. ~ 

That is looking to the investigation of the Bonneville rates. What 
work will you have in connection with the Hells Canyon power? 

Mr. Kuyxenpat. The work of our agency is to decide whether or 
not a license should be granted to a private utility that has oe 
for it to construct those dams, or whether the matter should be re- 
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a to the Congress for possible action by the Federal Government. 
itself. 

We are holding those hearings and have been holding them for 
many months now before an examiner. ‘lhat ties up the examiner 
and various members of the legal staff. Then our Bureau of Power 
has made extensive studies of the question itself and, when its turn 
comes, will introduce its evidence into the record to help the Com- 
mission decide what decision should be made in that case. 

Mr. Yarss. What is the question to be determined by the Com- 
mission in that case? I know the fundamental question is whether 
or not a certificate should be granted, but what considerations govern 
the Commission in its determination? 

Mr. Kuykenpatu. Whether or not the type of project proposed by 
- private utility would make for the best possible development of 
that site. 

Mr. Yates. As opposed to the construction of a multipurpose dam 
by the Government. 

Mr. Kuykenpa... Yes, and bearing in mind, also, the comprehen- 
sive development of the whole Columbia River Basin. 

Mr. Yares. I thought that had been determined by the Secretary 
of the Interior. 

Mr. Kuykenpatyi. Mr. Adams could answer that better, but we 
have to consider whether or not before we issue licenses there what is 
a suitable comprehensive plan for the whole area. 

Mr. Garcueti. The present Secretary of the Interior has with- 
drawn his intervention in the licensing proceeding before the Com- 
mission. 

Mr. Yates. In the licensing application. 

Mr. Gatcue.u. Yes. Former Secretary Chapman intervened and 
opposed the granting of the application. Secretary McKay has with- 
drawn that intervention and has said the responsibility for issuing the 
application is the Federal Power Commission’s. 

Mr. Yates. Does the Federal Power Commission have authority 
to deny the application on the ground that the convenience and 
necessity of the public in that area would be better served by a multi- 
purpose dam constructed by the Federal Government? 

Mr. Garcne tt. I think that is one of the factors that must be con- 
sidered, but is not the only one that has been prescribed by Congress. 
There are others. 

Mr. Kuykenbatt. I think that answer would be “Yes.” 

Mr. Yates. Do you want to say something, Mr. Adams? 

Mr. Apams. I believe Mr. Gatchell answered the question with 
respect to the Department of the Interior. 

Mr. Yates. How long have those hearings been going on? 

Mr. Apams. Since July of the past year. 

Mr. Yates. Have you any idea as to when they will be concluded? 

Mr. Apams. There is no means of estimating that now. I would 
suspect it would be some months vet. 

Mr. Yates. Is there anybody appearing in opposition to the appli- 
cation now? 

Mr. Kuykenpauy. Yes. The National Hells Canyon Association. 

Mr. Yates. A private organization? 

Mr. Kuykenpba.u. A voluntary group of people. 
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Mr. Yares. None of the States, then, are appearing in opposition 
to the project? 

Mr. Apams. Not in opposition; no, sir. Several have expressed 
agreement with the application. 

Mr. Puiuups. The National Hells Canyon Association, then, is a 
group of people who want the dam built at Hells Canyon, or favor the 
dam built at Hells Canyon. 

Mr. KuyKxenpauu. They want a Federal dam built at Hells Canyon. 

Mr. Puiturres. That is right—a Federal dam. 

Mr. Yarss. If the dam is constructed by the power companies, will 
you have jurisdiction over the rates to be charged? 

Mr. KuykrenbDALL. We would have jurisdiction over their wholesale 
rates in interstate commerce; we would not have jurisdiction over 
the rates which they will charge, for instance, to domestic customers 
in the various States. That would be left to State regulation. 


ACCELERATED AMORTIZATION OF DEFENSE PLANTS 


Mr. Yates. There was an item I read in the paper concerning the 
question of accelerated depreciation granted by the Commission to 
natural-gas companies. Is my understanding correct that the Com- 
mission is permitting speedier acceleration of depreciation to the 
companies? 

Mr. KuyKENDALL. That is not quite so. The Office of Defense 
Mobilization granted these certificates for accelerated amortization 
pursuant to an act of Congress, section 124 (A) of the Internal Rey- 
enue Code, to encourage private capital to construct things that were 
deemed essential to the national defense. The Office of Defense 
Mobilization granted a number of those certificates to natural gas 
pipeline companies and various other industries, too. ‘The Commis- 
sion has recognized those certificates granted by the Office of Defense 
Mobilization. 

Mr. Yares. In what way has the Commission recognized them? 

Mr. KuyKenpauu. Those certificates permit the companies to 
accumulate more cash than they would otherwise accumulate in the 
first 5 years; because they can charge greater amounts to depreciation 
during the first 5 years, thereby have greater tax deductions against 
their income taxes during those 5 years. Thereafter the deductions 
become smaller, because they have used up a good part of their 
depreciation deduction in the first 5 years. 

{r. Yates. Does this mean that during the period of acceleration 
the companies will be permitted to charge higher rates? 

Mr. KuyKkenpa.u. No; they charge exactly the same rates, but the 
have more cash on hand. We did not permit any rate to be Paimbove f 
but allowed the rates to remain the same. 

Mr. Yates. Then how can they accumulate more cash? 

Mr. KuykenpAuu. Because they have a bigger deduction against 
income taxes, due to the acceleration of amortization. 

Mr. Yares. In other words, they get a speedier return on their 
— is that what you are saying? 

r. KuyKENDALL. That is what it amounts to, rather than lower 


their rates during those 5 years, which would in effect pass the deprecia- 
tion on to the consumers, 
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Mr. Yates. Something is wrong here. These are companies whose 
rates are fixed by the Federal Power Commission and their taxes is a 
factor taken into consideration in determining their rates, is it not? 

Mr. Yes. 

Mr. Yates. So that what is happening here is that they are getting 
more than a reasonable rate of return, are they not? 

Mr. KuykenbDaA.u. Yes, during the first 5 years. 

Mr. Yates. During the accelerated period. 

Mr. Kuyxenpatu. Yes. We assume that was what Congress 
intended, that they should have the benefit of this accelerated amorti- 
zation which the certificates give them, just like any private companies 
would get the benefit. 

Mr. Yares. But is there not the fallacy in the fact that once the 
accelerated period is over, if there is not a rate increase based on the 
normal tax rates, they are still entitled to accumulate? 

Mr. Kuykenpa.u. No; we are basing it on the normal tax rates 
during the 5-year period and will require them to set up a reserve for 
the tax savings, and that reserve will be charged with their increased 
taxes after the 5-year period. In effect we have normalized taxes 
throughout the life of the property involved. 

Mr. Yares. In other words, the dispute is as to whether or not a 
utility which has its rates fixed by the Commission should be per- 
mitted to increase its income during the period of acceleration. 

Mr. Yes. 

Mr. Yares. That is fundamentally the dispute. 

Mr. Yes. 

Mr. Yates. Because they are protected throughout in being given 
a reasonable rate of return. 

Mr. Kuykenpauu. Yes. We felt we had to give that to them. 
And we would nullify those certificates if we reduced rates so as to 
take that money away from the utility and give it to the customers. 

Mr. Yarezs. itere, for instance, in a newspaper is the statement 
Power and Gas Trust Get Billion Dollar Grab. Consumers Are 
Hooked by Decision, and it states that $1 billion are being taken out 
of the pockets of electric power and gas consumers. Is this true? 

Mr. Kuyxkenpatt. That is not true. Their rates are not altered 
at all by the accelerated amortization. They remain the same with 
accelerated amortization as they would have been without it. There 
are no rate increases as the result of the accelerated amortization. 

Mr. Yares. Is there an increase in their profits during the period? 

Mr. Kuykenpauu. Yes; during the 5-year period, which I thiak is 
exactly what Congress intended. 

Mr. Dory. That decision comes from the Commission with a 
dissenting opinion. I did not agree with the reasoning of the Com- 
mission on it. 

Mr. Yarss. Why did not you agree with the Commission’s decision? 

Mr. Dory. I felt the amount of depreciation should have been taken 
out of the rate base so that in the long run, after the accelerated 
period was over, there would be a reduction in rates. 

Mr. Yares. Because they were getting a fair retura on their capital 
during this period? 

Mr. Dory. That is right. 

Mr. Yares. And therefore the rate base is diminished by the 
amount they are taking out at this particular time? 
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Mr. Dory, That is part of it. It is a very complicated issue, over 
which we spent an awful lot of time. 

Mr. Yates. As one member of the committee, it would seem that 
your point makes sense; because if you do not have as much capital in 
the rate base, presumably the rates should be lower. That is the 
basis for your dissent, is it not? 

Mr. Dory. That is the basis for it. 

Mr. Yates. Well, I certainly hope the Commission protects the 
public. Will the travel allowance you have requested in this budget 
permit you to deal with the problem of rate regulation cideguatelyt 

Mr. C. W. Smiru. There will still be an unfortunate backlog in rate 
cases. 

BACKLOG OF CASES 


Mr. Yates. Will you be able to keep up with the ing cases 
filed and not deal with the backlog? panies 

Mr. C. W. Smita. I do not think so. On page 87 there is a tabula- 
tion. At the bottom of that page there are two columns; we show on 
the left side the rate increases which were suspended by the Com- 
mission and, on the right side, the status of those suspensions at a 
particular time. 

Up until 1950 we were dealing chiefly with rate decreases. In 1950 
we had 6 rate increases suspended; in 1951, 5 cases; in 1952, 22 cases; 
in 1953, 31 cases; and in the 6 months ending December 31, 1953, 22 
cases. You can see there is a large increase, At the end of fiscal year 
1952 there were 18 cases under suspension—a large part of the rates 
being collected under bond—$104,000,000. On June 30, 1953 there 
were 39 cases, and as of December 31, 1953, there were 49 cases which 
were then under suspension by the Commission. 

We have disposed of 12 cases during the last 6 months, which is 
about the same number of cases we disposed of in the entire preceding 
year. We had a larger staff the first part of this fiscal year than we 
will have next year. . 

I would anticipate the backlog would probably increase with this 
reduced staff. 

Mr. Yares. In the event the Supreme Court denies the petition 
for a rehearing in the Phillips case, it is likely the backlog will increase 
even more. is it not? 

Mr. C. W. Smiru. I am sure if the Supreme Court denies certiorari 
in the Phillips case our rate work will be augmented very substantially. 

Mr. Yaress. Is there any indication when the court is going to act? 

Mr. GatcHeE.t. The first day on which the court could act after 
the filing of the petition was January 4. They did not act that day. 
They did not act yesterday. 

I might say in connection with what Mr. Smith told you, that we 
had 20 pe A in the Bureau of Law who lost last year 94 days of 
leave. They could not take their leave because we just had so much 
work that we could not give them the time off. I anticipate that 
same condition is going to continue during this year. e cannot 
handle the work with the men we have and give them the time off 
permitted under the law. 

Mr. Yates. Is there any statement in the justifications showing 
the growth of the natural gas industry over the years, which would 
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show the fact that you have a constantly expanding type of business 
which would require more and more serutiny by your Commission? 

Mr. C. W. Smirx. Some information is in the record on that 
matter. The gas industry has been a booming industry and we could 
supply, I believe, some statistics as to the sales of natural gas over a 
reasonable period of years. 


PROTECTION OF THE PUBLIC INTEREST 


Mr. Yatxs. Do you feel with respect to rate decisions and the rate 
at which you are actually disposing of cases, that the public interest 
is being protected? Do you have sufficient personnel? And as a 
result of this backlog and the pressures engendered, are you giving 
sufficient consideration in your decisions to protect the public? 

Mr. Kuyxernpa.t. I think, so far we have protected the public 
interest; I do not know of any case where we just sloughed on the job 
and have not been able to come up with what we felt was a good decision 
in the public interest. How long we can keep that up I do not know. 
We are settling a lot of cases by conference, getting the pipeline com- 
aj | and all of the customers in and having a conference. 

Mr. Yatrs. You mean the contract customers as opposed to the 
general public? 

Mr. KuyKksnpDauu. Ordinarily they are distributing companies, local 
gas companies, and maybe other smaller pipeline companies. We get 
all of those interested parties in and confer and go over all of the 
points and, in a number of cases, we have arrived at a settlement in 
that manner. 

Mr. Yates. But who protects the people from exorbitant rates 
charged possibly by the local companies and distributors? 

Mr. Kyvuxenpbauu. The State commissions. 

Mr. Yartus. Are they in on the conferences? 

Mr. Kuykenpatu. If they wish, they can come. Sometimes they 
do. They are notified of it. 

Mr. Yatrs. How do you know the proposals are sound; how do you 
know there are no overcharges as a result of this agreement? 

Mr. KuykEnpba.u. Our staff has to dig into that and has to investi- 
gate the company’s books and records and compute the investment. 

Mr. Yares. In effect you have almost the whole cost of verification 
of their rates? 

Mr. KuykxnpDatu. Yes; but we expect to save some of the time 
that would have to be put in the holding of a formal hearing. 


COST OF NATURAL GAS 


Mr. Yates. Has the cost of natural gas gone up in the field? In 
this area where the Phillips decision says you are supposed to take 
control, as I remember the debates on the Kerr bill, the cost of nat- 
ural gas at that time I think varied between 5 cents and 7 cents. Is 
my memory correct on that? 

Mr. C, W. Smita. That is correct. 

Mr. Yatss. They had long-term contracts at that time? 

Mr. C. W. Smirx. Yes; and a great many contracts were recently 
at higher prices. 

r. Yates. What are the prices they are getting now? 
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Mr. C. W. Smiru. The prices go up as high as 16 to 20 cents. The 
average is much lower than that, of course; but the Gulf Interstate 
Co., which has a certificate to transport gas for the United Fuel Gas 
Co., the gas is purchased under a contract that sets up a price of 16 
to 24 cents, the average being pretty close to 20 cents. That is the 
highest price we know of in that particular area, but there have been 
steady increases in the price of natural gas. 

Mr. Yates. And these are prices that the interstate carriers have 
to pay as they start their interstate shipments up to the consuming 
state and, as a result, the carriers are entitled to an increase in their 
rates due prices paid at the source being reflected in their costs? 

Mr. C. W. Smrru. Certainly one of the main reasons for the re- 
quested increases by pipeline companies is due to the increase in the 
price of gas which they have to pay. You have escalator clauses 
under which every few years you renegotiate the contract at the pre- 
vailing field price; you have favored nations clauses; whenever you 
pay other suppliers a higher price in the area, all of the existing sup- 
pliers are entitled to have an increase in price. The cost of gas to 

ipeline companies has been, I would say, the largest single element 
in their requested increase. 

Mr. Yates. What supervision is there of the price that may be 
charged by a supplier? 

Mr. C. W. Smirx. You have some State supervision in some States, 
at least. On the whole, it is left to competition and private negoti- 
ation. 

Mr. Yates. Then there is really no effective Commission super- 
vision of those prices? 

Mr. C. W. Smirx. You have some regulation in Kansas and Okla- 
homa where the commissions there fix a price right at the well; but 
in other places it is left to private negotiation of the price. 

Most of the increases we hers been dealing with have been increases 
which are contained in contracts entered into by the parties to the 
agreement—the pipeline company and the supplier. 

Mr. Yates. And this is in contrast to any increase of prices that 
may have accrued to the carriers themselves? In other words, have 
there been little increases in cost to the interstate carrier? 

Mr. C. W. SmitH. Oh, yes; there have been increases in cost to 
the carriers themselves. And certainly when they build an addition 
to their pipeline facilities, their costs are increased and so is their 
rate base, and the cost of labor has gone up. So you generally have 
inflation all along the line. 

Just as a single instance with reference to the cost of natural gas, 
yor may have a company supplying natural gas that may enlarge its 

acilities, double its line and practically double the deliveries of gas. 

In order to get an additional supply of gas, it has to pay a much higher 
price to get that additional quantity. So the average age thereby 
is increased. That is quite a usual situation in our work. 

Mr. Yates. Has there been any stabilization of-price in the pro- 
ducing region, or is it still moving forward? 

Mr. CW. Smith. I have not seen any stabilization in recent 


months. I have not heard anything about field prices since the 
Phillips decision. 
Mr. Puiturrs. Thank you, gentlemen. 
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WEDNESDAY, JANUARY 13, 1954. 


GENERAL ACCOUNTING OFFICE 
WITNESSES 


HON. LINDSAY C. WARREN, COMPTROLLER GENERAL OF THE 
UNITED STATES 

FRANK H. WEITZEL, ASSISTANT COMPTROLLER GENERAL OF THE 
UNITED STATES 

ROBERT F. KELLER, ASSISTANT TO THE COMPTROLLER GENERAL 

JOHN F. FEENEY, ADMINISTRATIVE OFFICER 

E. L. FISHER, GENERAL COUNSEL 

ROBERT L. LONG, DIRECTOR OF AUDITS 

WALTER F. FRESE, DIRECTOR OF ACCOUNTING SYSTEMS 

STEVE M. BROWN, ASSOCIATE DIRECTOR OF ACCOUNTING SYS- 
TEMS 

WILLIAM L. ELLIS, CHIEF OF INVESTIGATIONS 

A. BANKS THOMAS, DIRECTOR, CLAIMS DIVISION 

HARRELL O. HOAGLAND, DIRECTOR, TRANSPORTATION DIVISION 

THOMAS F. FLYNN, DIRECTOR OF PERSONNEL 

HENRY R. DOMERS, DIRECTOR, EUROPEAN BRANCH 

HERSCHEL J. SIMMONS, CHIEF, BUDGET AND FINANCE BRANCH 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate Rie , 981, $32, 200, 000 
300, 000 


Prior year balance reappropriated 
Reimbursements from other accounts 


PI po available for obligation 30, 117, 939 


ly ropriated for subsequent year —300, 000 
lance, estimated savings —473, 276 


Obligations incurred 29, 344, 663 
Comparative oer from “Miscellaneous expenses, General 
Accounting Office 1, 906, 406 


Total obligations 31, 251, 069 82, 281, 000 | 32, 200, 000 


Obligations by activities 


Description 1953 actual | 1954 estimate 


Direct Obligations 


Office of the Comptroller General 

Office of the general counsel. 
Office of investigations 

Office of administrative services 

Accounting systems division 

Claims division 

Transportation division 

Division of personnel 

of 


#58 


> 
ou 


Total direct obligations 
Obligations Payable Out of Reimbursements From Other 
Accounts 


8. Division of personnel 
9. Division of audits 


payable out of from 


Total obligations 31, 251, 069 


| 
_ 
32, 200, 000 
32, 281,000 | 32, 200, 000 
3 1955 estimate 
1. $490, 581 
2. 1, 123, 030 l 
i 3. 1, 715, 624 I 
5. 774, 177 
6. | 4, 606, 680 4 
7. 6, 559, 430 6 
8. 389, 372 
9. 14, 878, 951 | 15 
| 
32, 281,000 | 32, 200, 000 
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Obligations by objects 


Object classification 1953 actual 


Summary of Personal Services 


‘Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 
schedule grades: 
Average salary 
Average grade 
Personal service obligations: 
Permanent positions_. 
Regular pay in excess of 52-week base 
Payment above basic rates : 
Total personal service obligations 


Direct Obligations 


Pe 


2) 282 
= 


8 


22 


Personal services. 

Travel_. 

Transportation of things. 

Communication services. ___- 

Rents and utility services.__ 

Printing and reproduction __ 

Other contractual services 
Equipment. 

Refunds, awards, and indemnities 

Taxes and assessmen 
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BRE 

£28 


& 


& 


2 | 832228385 


Total direct obligations 
Obligations Payable Out of Reimbursements From Other 
Accounts 


Total obligations payable out of reimbursements from 
other accounts - - 23, 262 


Total obligations 31, 251, 069 


Analysis of expenditures 


1953 actual | 1954 estimate 


Unliquidated ber ae start of year $800, 583 
Obligations incurred d g th 32, 281, 000 

Accoun Office’”’ 


Deduct: 
Reimbursements 
in obligations o years 
iquidated obligations, end of year 


Total expenditures__ 32, 315, 884 
Expenditures are distributed as follows: 


Out of current authorizations 31, 081, 000 
Our of prior authorizations 1, 234, 884 


Mr. Putuuips. The committee will come to order, please. 

We have with us today the General Accounting’ ce representa- 
tives, with their budget request for fiscal year 1955. 

We have the pleasure of ay Pi with us again, and looking well, the 
Comptroller General, our friend Lindsay Warren, and we have for the 
first time Frank Weitzel with the title of Assistant Comptroller 
General of the United States, on which we congratulate him. 


1954 estimate | 1955 estimate : 

SS .§s§oil_ OOS 

300 

000 

| 000 
| 
32,281,000 32, 200, 000 
| 1955 estimate 

$1, 200, 000 Pf 
32, 200, 000 ‘ 
31,097,857 | 33,515,884 | 33, 400, 000 

800, 583 1, 200, 000 1, 100, 000 
32, 300, 000 

31, 100, 000 
1, 200, 000 i 
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In addition to that there are 12 staff members, and I want to be sure 
to put into the record quite a good deal of the material which appears 
in the justifications which we have before us, but I will ask you first, 
Mr. Warren, whether in your statement there is considerable duplica- 
tion between that and the justification. 

If there is I will simply say to the clerk to insert it. 

Mr. WarREN. Some; not much. 

Mr. Puiiurrs. You may proceed. 


GENERAL STATEMENT 


Mr. Warren. Mr. Chairman and members of the committee, 
again it is my pleasure to appear before you to discuss the work of 
the General Accounting Office and our budget estimates for the fiscal 
year 1955. I am going to mention only some of the highlights of 
our operations. However, the justifications of estimates furnished 
to you contain rather complete details and, of course, we will be glad 
to answer any questions you may have. 


ORGANIZATIONAL CHANGES 


I have always insisted that we keep a watchful eye for opportunities 
to bring about greater effectiveness in the internal operations of the 
Office. Constant surveys have been made of our work. New pro- 
cedures have been adopted to simplify and modernize operations. 
I have just recently completed a reorganization of the entire Office, 
which was commenced a few years ago. There is not an operating 
Sen that has not been changed in many respects, and for the 

tter. 

Since I appeared before you last year, I have abolished the offices of 
executive officer and chief clerk and in their places established an 
Office of Administrative Services. 

Mr. Puitiips. Which one is that? 

Mr. Warren. That is headed by Mr. Feeney. 

This new organization has the responsibility for internal budget 
and finance, records management, and the furnishing of adminis- 
trative services. I have also abolished the Office of Administrative 
Planning. In its place, I have set up in my immediate office a small 
planning staff, seven in number including clerical help, who are 
responsible to me for the continuous review of the internal operations 
of the Office. These two changes will result in an annual saving of 
$60,000. 

In September of last year I reorganized the Claims Division, placing 
it on a functional basis. I have revised procedures to simplify the 
handling of claims and have authorized certain types of cases, formerly 
sent to the Claims Division for settlement, to be handled by the 
agencies in which they arise. As a result of the action taken, it has 
been possible to make a reduction of 130 employees in the Claims Divi- 
sion and to effect a downward adjustment of grades of approximately 
125 others. 

BUDGET ESTIMATES 


_ For 1955 the General Accounting Office is requesting an appropria- 
tion of $32,200,000. This amount is a decrease of $81,000 under the 
amount available to us for 1954. Our estimates are based on an aver- 
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age number of 6,088 employees. Frankly, that number of employees 
is not sufficient to enable the Office to adequately perform its duties. 
For the past several years we have not been able to recruit a sufficient 
number of qualified personnel for our audit work, even though we have 
combed the private accounting houses and the colleges and universi- 
ties. We could use several hundred additional top-flight auditors 


y. 

Mr. Puiuurps. You actually had an appropriation of $31,981,000 
which is $19,000 less than you are asking for this year. But you had 
a balance carried over from the Soondiin year of about $300,000. 
Was any of that balance put into your regular budget expenditures or 
had it been given you for some specific purpose? 

Mr. Freeney. We made a special request to have $300,000 trans- 
ferred from 1953 to 1954 for security investigations only. 

Mr. Proceed. 

Mr. Warren. Our estimates include $2,461,000 for miscellaneous 
expenses. ‘his is a decrease of $20,000 under the amount available 
this year. We are decreasing amounts for security investigations, 
equipment, and certain contractual services by $259,000. e are 
asking for increases for travel of $190,000; for communication services 
(including penalty mail) $19,000; and for taxes and assessments 
$30,000. The travel increase is absolutely essential if we are to 
maintain our decentralized audit and investigative programs. The 
other two items are difficult to do much about. 


ACCOUNTING 


I am glad to report that the joint accounting program which was 
initiated in 1947 and has been a cooperative effort of the General 
Accounting Office, the Treasury Department, and the Bureau of the 
Budget is now running in high gear. I think one of the most hearten- 
ing results of the program is that it has created in practically every 
department and agency of the Government a real desire for better 
financial management through the medium of improved budgeting, 
accounting, auditing, and financial reporting. 

There is about to be issued the fifth annual progress report under 
the program. In that report you will find writeups of improvements 
made in nearly every agency of the Government. For example, the 
Department of the Army reported economies and potential savings 
Pte at $3 million have been achieved by the 7 activities 
operating under the Army industrial fund during 1953. In addition, 
improved management control attained through the industrial fund 
system highlighted the existence of excessive inventories, which man- 
agement reduced by more than $7 million. Improved civilian payroll 
procedures in the Army, expected to be placed in effect by July 1, 
1955, are estimated to result in an cuivsél ont of over $2 million. 

In the Department of Health, Education, and Welfare approval for 
the use of a single check procedure for old-age and survivors insurance 
payments will mean a saving of $200,000 per year in check issuance 
and postage cost alone. 

The Atomic Energy Commission, by cooperative work with its 
major contractors pe the Treasury, reduced the average cash bal- 
ances maintained on deposit in commercial banks by about $73 million. 
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At current interest rates, savings to the Government of about $1.7 
million a year will be realized. 

A joint working group, composed of representatives from the Fiscal 
of tee: Department and the General Accountin 

ce, have been engaged in making an evaluation of methods an 
procedures used in accounting for public debt operations. While this 
work is not complete important procedural changes have already been 
adopted with respect to the handling of retired United States savings 
bonds and the destruction of unfit United States currency resulting in 
an annual saving of $1.7 million. 

I do not want to give the impression that all matters covered in the 
progress report are the result of actions by the Treasury, Budget, or 
the General Accounting Office. To the contrary, the report includes 
many improvements which are directly attributable to agency initia- 
tive and which have been accomplished without assistance from the 
three staff agencies. But, I have no hesitancy in saying the desire to 
improve is in no small measure the result of the atmosphere created 
by the joint accounting program. 


AUDITING 


Our audit activities continue to be a Herculean task. As I told you 
last year, we could never hire the personnel, nor would Congress give 
us the funds to hire them, to do a detail audit of every financial trans- 
action. Yet, we cannot satisfy ourselves or the Congress with a 
hit-and-miss centralized voucher audit. It was for this reason that 
the comprehensive audit program was adopted a few years ago. The 


compiehensive audit is performed at the site of operations and is 
based on the premise that the better the quality of the agency’s 
accounts and internal controls, and its enforcement of governing 
statutes, the less detailed auditing of indivudual transactions is 
necessary. The program has enabled us to do a much better job with 
far less people. 

During the fiscal year 1953, 57 comprehensive audit assignments and 
15 site audits were in process. In addition, 17 audits covering 64 
Government corporations and agencies were made under the Govern- 
ment Corporation Control Act. Thirty-nine audit reports were sub- 
mitted to the Congress or its committees. 

Major accomplishments from audit activities are obtained as a 
result of congressional consideration of our formal audit reports. In 
addition, a great many accomplishments are achieved from our day- 
to-day audit activities, and contact with top management people in 
the agencies. Some of the most significant audit results, from a 
monetary standpoint, are those which improve operating efficiency 
and reduce expenditures, rather than those which result in the recovery 
of expenditures already made. 

During our review in 1952 of the compensation and pension program 
of the Veterans’ Administration, we observed that most of the depend- 
ency compensation payments were being made to the parents of 
deceased veterans of World War II without proof of dependency 
having been obtained since the compensation awards had been made. 
We suggested a current determination of dependency. The VA 
decided t to review 10 percent of the cases with the result that compen- 
sation payments were discontinued in about 6 percent (1,300 cases) of 
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the cases reviewed. The review is being extended to all other awards 
of compensation to parents of deceased World War II veterans. The 
discontinuance of compensation payments in the 1,300 cases results 
in an estimated annual saving of $725,000. Further annual savings 
from the extension of this review are estimated at $7.7 million. 

In our audit report of the Federal Housing Administration, we 
recommended that FHA be required to repay the Government’s 
investment in all insurance funds as soon as practicable. By Public 
Law 5 of the 83d Congress, FHA was directed to repay $8.3 million 
out of the title I insurance fund by June 30, 1954, and by Public Law 
94, FHA was directed to pay to the Secretary of the Treasury amounts 
aggregating approximately $57 million as soon as funds are available 
for that purpose. Through October 1953 FHA repaid over $32 million 
plus $20 oniftion in interest, as recommended in our audit reports. 

In connection with our comprehensive audit survey of the procure- 
ment practices of the Army Ordnance rep and the Air Force, 
significant accomplishments that been made, but much remains to be 
done. I believe our work so far has resulted in a general strengthening 
of ee practices and has produced an appreciable amount 
of direct savings. 

In one contract we found that spare-part units received from a sub- 
contractor in containers suitable for export were being removed from 
the containers for reprocessing and the containers destroyed. After 
being reprocessed the parts were then repacked innew containers. Asa 
result of our findings orders were issued to eliminate the duplicate 
export packaging and an estimated saving of $250,000 will result to the 
Government. 

A review of negotiation of another contract showed the contractor 
had included in the price an excessive amount for State income tax. 
The error resulted in an excess cost of $234,000. After we brought the 
matter to the attention of procurement officials the contract was re- 
duced by that amount. 

In another case involving a price redetermination, the contractor 
had made an offer in June 1952 to refund $22,419,000 in anticipation 
of a reduced contract price to be negotiated later, but at the time of 
our examination no action had been taken to accept the offer. We 
called this matter to the attention of the proper officials in December 
1952 and a refund of $20 million was collected later that month. 


INVESTIGATIONS 


Our Office of Investigations has done an outstanding job. The in- 
vestigation work goes beyond and supplements the audit. It is geared 
to detect fraud and irregularities and to determine the use of public 
funds and property. During 1953 the investigations staff issued a 
total of 1,341 reports of investigations, inspections, and surveys. I 
think you will agree that this is an outstanding record, considering we 
have only about 200 investigators. 

A few illustrations of our work in this field: 

An investigation of an Air Force year-end procurement of chain-link 
fencing revealed a $1.5 million purchase of 748,000 feet (142 miles) of 
9-foot chain-link fencing, together with fence posts and barbed wire 
for topping, which was subsequently shipped to 27 Air Force installa- 
tions. The investigation showed that 18 months later 71 percent of 
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this fence was unused. It is clear that a majority of the fencing pur- 
chased was not needed. Also, a particularly important point was the 
fact that the fencing was purchased at the end of the fiscal year under 
emergency procedures and with funds which might otherwise have 
lapsed to the general fund of the Treasury. 

In another field, an inspection of an Army quartermaster depot dis- 
closed an estimated $13 million worth of property in open storage 
which was deteriorating at the rate of $500,000 per month due to in- 
adequate storage facilities. Much of the property was new or in new 
condition when stored. This matter was recently reported to the 
Secretary of the Army. 

An investigation of several suppliers of Navy wiping cloths disclosed 
a conspiracy to defraud the United States through deceiving the Navy 
inspectors by switching bales after inspection, resulting in the Govern- 
ment paying contract prices for several million dollars worth of 
material, some of it as much as 98 percent defective. This case was 
the subject of a hearing before the House committee. Our report 
was used by the United States attorney as a basis for securing indict- 
ments of 5 officials of 1 of the companies. 

While I am on the subject of investigations, there is a matter I 
would like to take up at this time. As you know, position grades in 
the General Accounting Office above grade 15 were specifically 
authorized by this committee in the appropriation acts for 1952 and 
1953. The committee has been more than fair in granting my 
requests. This year I am asking for one change to correct an inequity 
which now exists. I would like to have authorization for one addi- 
tional grade 18 and one less grade 16. This grade change will be for 
Mr. W. L. Ellis, Chief of Investigations. I am sure you are all familiar 
with the outstanding job he has done and the value of the many 
reports he has made to the Congress. I wish to submit for considera- 
tion language which will accomplish this request. 


TRANSPORTATION AUDIT 


The audit of payments made by the Government for transportation 
is progressing satisfactorily. The current audit is —— Bren 
within 18 months after date of payment. The reaudit of World War 
II payments is expected to be completed in 1956. During 1953 
payments for over 10 million bills of lading and 8 million transporta- 
tion requests were examined. Our transportation claims backlog has 
been reduced from 215,000 4 years ago to about 38,000 at the present 
time. Collections from carriers Teting fiscal year 1953 totaled 
$37.5 million 

CLAIMS 


During the 1953 fiscal year a total of 485,886 claims were disposed 
of by the Claims Division. I mentioned a little earlier that I have 
reorganized and streamlined our claims work. The 1955 estimate for 
the Claims Division has been reduced $361,000 under the amount 
allotted for 1954 and $853,000 under the amount allotted for 1953. 


EUROPEAN OFFICE 


The European office of the General MEH Office was estab- 
r 


lished in July 1952 with headquarters at Paris, France. At present 
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36 employees are stationed at Paris and in suboffices located in London, 
Frankfurt, and Rome. 

The staff of the European Branch has been built up on a gradual 
basis due to the degree of selectivity which must be observed as to 
qualifications and security. Notwithstanding the small staff avail- 
able, I think significant progress has been made. 

Based on surveys of operations in Europe, the attention of the 
former Director of Mutual Security and the United States special 
representative in Europe was directed to deficiencies in certain areas 
of operation, including end use inspection of commodity aid, review 
of utilization and control of counterpart funds, and certain duplication 
of functions. At present the European Branch is engaged in the 
examination of offshore procurement, foreign legal agreements, the 
Chateauroux Air Depot, and country missions in the United Kingdom, 
Italy, Germany, and France. 

Situations regarding accumulation of critical material and surplus 
and excess proper were the subjects of investigation. Assignments 
have included State Department housing, certain contract publica- 


tions, military construction, POW funds handled by HICOG, con- 
struction of apartments and other facilities at Weisbaden, and con- 
struction at Kaiserslautern. 

I have with me today Mr. H. R. Domers, Director of the European 
Branch, who will be glad to discuss the work we are doing in that area. 


ASSISTANCE TO CONGRESS 


I have always felt strongly that under our three-branch system of 

vernment it is essential for the Congress and its committees to have 
independent facility for obtaining impartial appraisal and analysis of 
the many financial and administrative problems involved in proposed 
legislation. Since I have held the office of Comptroller General I have 
continuously sought to fulfill this need by maintaining a close liaison 
with the Congress and by so gearing the operations of the General 
Accounting Office that we can be of real assistance. 

1953 was our biggest year in this respect. We submitted 876 
nao to the Congress and its committees covering practically every 
field of Government. We continually furnished employees or other- 
wise assisted congressional committees on specific projects. Probably 
one of our most important tasks was the assignment at the request 
of the House Appropriations Committee of approximately 40 members 
of my staff to assist the committee, along with representatives of 
industry, in evaluating the 1954 budget. I think real accomplish- 
ments were made. Again this year we have been asked to assist 
the committee in the same manner. 

At the request of the Appropriations Committee we made an 
examination of the validity of obligations reported by the Defense 
Department as of June 30, 1952, and the financial policies and practices 
relating to the obligation of funds under the mutual security program 
which required the services of 20 people for a period of several months. 
A report made in April 1953 indicated that the obligations reported 
to the Congress were incorrect to such an extent that the figures could 
not be relied upon. The need was revealed for immediate improve- 
ment in financial accounting procedure. Some progress is now 
being made in this field. 


349 


GENERAL ACCOUNTING OFFICE TODAY 


As 9 result of constant awareness of the need to meet the demands 
for improved service, at the lowest possible cost to the taxpayers, I 
believe that today you will find the General Accounting Office an 
efficient, hard-hitting agency of which the Congress, the President, 
and the American people can be justly proud. 

We have found it possible to reduce our personnel from a peak of 
14,904 in April 1946 to less than 6,000 at the present time—a record 
I challenge any Government agency to meet under similar circum- 
stances. Through our work we have recovered and put back into 
the Treasury nearly $900 million since 1941, most of which would 
never have been recovered except for the work of the Office. 

It has been a source of great satisfaction to me that Congress, 
seagate in the last 8 years, has strongly supported the Office. 

ur reports showing illegal expenditures and wasteful practices have 
always been upheld. e have never pulled a punch regardless of 
who might be affected. 

But it is important for Congress to remember that the General 
Accounting Office is your agency. To be worth its salt it must con- 
tinue always to be independent, nonpartisan, and nonpolitical. To 
be effective, it must always have your wholehearted support and your 
bi safeguarding of its functions and powers. 

r. Puruuies. That is a very good report, Mr. Warren, in which 
opinion I think the other members of the committee will join me. 

May I come back to that matter of the total of the baaeee That 
is not entirely clear to me yet. 


INCREASES FOR 1955 


You are asking for $32,200,000 as compared with a request last 

hg of $31,981,000. But last year you had left over $300,000 which 
y authorization you were allowed to continue to use. 

That has been givea you according to your testimony for the 
security checks? 

Mr. Frenry. Security investigations; yes. 

Mr. Puiuurrs. Then why should it be considered in the present 
budget at all if it was given to you for a specific purpose? It was not 
a continuing appropriation. 

Mr. Feeney. It was transfered to and made part of our appro- 
priation for 1954. 

Mr. Puiuirs. Then why shouldn’t you just strike that out of 
consideration and say that you are comparing the budget this year 
with the appropriation of $31,981,000 last year. That makes it 
$219,000-—— 

Mr. Freeney. We wanted to bring to the attention of the committee 
all the money available to the office for 1954. We have a footnote 
stating that it includes that $300,000. It is an actual expense and 
would have been included in our 1954 estimates if the President’s 
security directive had been issued earlier. 

Mr. Puiturrs. Why should you not make a particular effort to 
explain to us why you need an increase of $219,000 for 1955? 

r. Feeney. We are doing that, Mr. Chairman. As Mr. Warren 
set forth in his statement, we are asking for an increase for travel in 
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the amount of $190,000, for penalty mail occasioned by Public Law 
286, and by the increase—— 

Mr. Putters. How much does the penalty-mail charge amount to? 

Mr. Freeney. It is an increase of $25,000. 

Mr. All right. 

Mr. Freeney. Then there is an increase of $30,000 due to the in- 
crease in the social-security tax rate from 1% to 2 percent. For 
security investigations during the fiscal year 1955 we will require 
$75,000. 

We have decreases of $61,000 in personal services, $6,000 in com- 
munications, $19,000 in other contractual services, and $15,000 in 
equipment. 

Mr. WerrzeL. We were trying to tell the whole story which we 
would not have told if we had not included the $300,000. 

Mr. Puiuures. I understand that. What I want to know is why 
you think you need the equivalent of that much for next year when 
that tn appropriated for a specific purpose and you are not continu- 
ing that. 

Mr. Wetrzev. Security investigations are continuing. 

Mr. Freeney. $75,000 will be needed for security investigations 
during the fiscal year 1955. We anticipate we will have a turnover 
of from 300 to 350. We have to pay the Civil Service Commission 
$230 for each investigation. 

Mr. Purturps. What is your increase in salaries? 

Mr. Freeney. No increase. A reduction of $61,000. 

Mr. Puriiips. You gave me an increase of $190,000 in travel. 

Mr. Freeney. That is right. $175,000 for the Division of Audits 
and $15,000 for the European Branch. 

Mr. Putiures. How much for the European Branch? 

Mr. Freeney. $15,000. 

_Mr. Ketter. Penalty mail costs were specifically required to be 
paid by an act of Congress of last year. 


OFFICE OF INVESTIGATIONS 


Mr. Putuuies. Jumping hastily from place to place in this justifi- 
cation book, under “Investigations”, I want that entire section put in, 
(The information referred to above is as follows:) 


Orrice oF INvesticaTions, Scope aND Nature or Work PrRoGRAM 
ACTUAL OR ESTIMATED OBLIGATIONS 


Personal services 


Fiscal year Number Net salaries 
cond 250 246 $1, 583, 000 
250 246 1, 583, 000 |.............. 


To the Office of Investigations is delegated the Comptroller General’s respon- 
sibility to investigate at the seat of Government or elsewhere all matters relatin 
to the receipts, disbursement, and application of public funds, and to make suc 
investigations and reports as shall be ordered by either House of Congress or by 
any committee of either House having jurisdiction over revenue, appropriations, 


or expenditures. 
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The Federal Property and Administrative Services Act of 1949 directs the 
examination of such property accounting systems as are established by the 
executive agencies to determine the extent of compliance with prescribed prin- 
ciples and standards and approved systems, and also directs an audit of all types 
of property accounts and transactions at such times and in such manner as shall 
be determined by the Comptroller General, such audit to be conducted as far as 
practicable at the place or places where the property or records of the executive 
agencies are kept. 

Representatives of the Office of Investigations are regularly engaged in the 
inspection of offices, accounts, records, and practices of officers charged with 
the custody and use of public funds or property, and in the investigation and 
development of facts and information derived from these inspections, from the 
regular audit and settlement of accounts, and from outside sources. Reports of 
weaknesses, shortcomings, or irregularities are made to agency heads when 
appropriate and to the Congress or its committees when necessary, and proper 
corrective measures are suggested. 

Special investigations are made and aid is furnished upon request of either 
House of Congress or the committees designated in the Budget and Accounting 
Act. Surveys are made of agencies or parts of agencies, fiscal procedures, and 
related problems, and special audits are made from time to time as required. 

Inspections.—This activity includes periodic examinations of all types of 
installations throughout the United States and possessions where Government 
money is collected, handled, or expended and where accountable property is 
located. The operation contemplates a full examination when warranted by 
existing conditions, or a test check when it appears sufficient, of matters of every 
conceivable nature covering all the functions of an installation. The program 
serves a fourfold purpose, as follows: 

The inspection function is one of the points of contact between the General 
Accounting Office and the fiscal offices of the various departments and agencies 
in the field. This activity reviews and reports on the Government’s fiscal and 

roperty-accounting systems in action. It points out instances of irregularities 
in financial and property matters, either in substance or procedures, and indicates 
a need for further consideration, investigation, or survey. Equally important is 
the deterrent effect against the occurrence or recurrence of irregularities of all 
types which results from these periodic, unannounced inspections. 

Investigations.—The investigative function goes beyond and supplements the 
audit and settlements procedures. It is intended to throw light on matters 
which may not be, and often are not, disclosed in audits. It is geared to de- 
tecting fraud or irregularity in accounts and determining in general the propriety 
and effectiveness of the use of public funds and property, and the adequacy of 
the accounting for such use. Investigations may be undertaken at the direction 
of the Comptroller General or the Chief of Investigations; they may be requested 
by another division of the General Accounting Office; or they may be based upon 
request of the President, the Congress or any of its committees, the Bureau of 
the Budget or the interested agency. 

Reports of investigation are the basis for: (a) criminal prosecutions by the 
Attorney General; (6) quasi-criminal actions by the Attorney General for the 
recovery of statutory penalties and forfeitures; (c) civil action for the collection of 
sums due the Government; (d) General Accounting Office accounting systems 
action for the prescription or development of corrective procedures; (e) reports 
to the Congress looking toward new legislation, changes in appropriations, or 
congressional investigations; “4 reports to the Government’s staff agencies, 
especially the Bureau of the Budget, on matters within their field of responsi- 
bi ity; (@) reports to the involved department or agency looking toward corrective 
administrative procedures, personnel actions, and revisions of regulations. 

Investigative surveys.—Where pertinent, the above description of investigations 
applies also to the function of performing investigative surveys, which cover, 
as in the case of inspections or investigations, any matter relating to the receipt, 
disbursement, and application of public funds; no subject connected with the 
public money is excluded. The objective of a survey is to find all the facts 

rtaining to a fiscal problem; to analyze the financial structure of an entire agency, 
installation, subject, or program; to evaluate and comment upon practices and 
policies on a broad scale; and finally to report the findings through the Comp- 
troller General to the Congress or the appropriate committee of the Congress, to _ 
the department or agency concerned, or otherwise as circumstances dictate. 
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Special Audits..—When specially directed by the Comptroller General, in matters 
of particular difficulty, distinctiveness, and delicacy, the Office of Investigations 
conducts special audits of particular agencies or activities, upon the basis of which 
accounts are settled and reports are rendered as circumstances indicate. This 
activity includes the periodic audit of a number of offices of the Congress located 
at the Capitol. Special audits may be ordered from time to time at the request 
of committees of Congress, or at the request of other divisions of the General 
Accounting Office. 

During the fiscal year 1953 the staff issued a total of 1,341 reports of inspections, 
investigations, and surveys. 

Reorganization.—In previous peas estimates, considerable detail has been 
included on planned reorganization of headquarters and field structure and assign- 
ments. The matters previously discussed in the planning stage have been sub- 
stantially achieved. As to headquarters, the operational structure includes 5 
assistant chiefs, each of whom has comparable jurisdiction in the various de- 
partments of the Government; and in the field there are presently 11 major field 
offices and 15 suboffices, which operate under the direction of the major offices. 

Recruiting program.—To maintain its complement of personnel under the budget 
estimates so far designated, it will be necessary for the Office to hire approximately 
30 employees in the fiscal year 1954 to take care of present vacancies and “attri- 
tions’’. is number should be sufficient to maintain approved personnel levels 
through the fiscal year 1955 and the only hiring contemplated for 1955 would be 
to fill vacancies occurring through normal turnover. The majority of these new 
personnel will be in the investigative category. 

Work program and accomplishments —In an effort to demonstrate the character 
of accomplishments in the fields described, a number of brief descriptions are 
being set out of investigations, inspections and surveys actually handled during 
the past year and the significant developments in each are pointed up. A few 
of the very recent or current cases are being included to clarify the immediate 
program. It is somewhat difficult, if not impossible, to project a firm program 
for this Office for the immediate future. There is a program which is very specific 
as to our inspection schedule and we know from certain current investigations 
that we would like to pursue particular channels of inquiry in the investigative 
and survey fields. If nothing should occur to interfere with our plans we could 
know at this point exactly what we are going to do in the next year. However, 
this has never been the case and cannot be expected to be the case. Special condi- 
tions, of necessity, dictate the emphasis which we must place on one or another 
avenue of inquiry into Government operations. One important factor, of course, 
is always the relative monetary significance of divergent channels. Exenditures 
in the defense field by reason of their size as well as by the paramount importance 
of this aspect, require primary attention and this will continue to be so for the 
foreseeable future. 

During the past year, representatives of the Office of Investigations made a 
significant contribution to the work of congressional committees. At various 
times over 40 representatives of this Office worked in close conjunction with, or 
for, the committee staffs and significant success was obtained in a number of 
cases handled in this way. It is anticipated that this method of operation will 
be continued in answering the requests of the various chairmen. This aspect 
of the work is primarily important in directing the trend and character of the 
workload of the Office of Investigations. The congressional committees have 
obviously appreciated the type of assistance rendered and accordingly may be 
expected to continue and increase the number and variety of demands upon the 
Office of Investigations in the foreseeable future. Examples of various accom- 
plishments during the past fiscal year are set out below. 

Procurement of chain-link fencing by the Air Force.—Office of Investigations 
representatives testified before the Military Operations Subcommittee of the 
House Government Operations Committee that the ye arm of an Air Force 
year-end procurement of chain-link fencing revealed that this purchase was 
apparently far in excess of actual requirements. 

n June of 1951, employing $1.5 million of unobligated and reallocated fiscal 
year 1951 funds, the Air Materiel Command procured 748,368 linear feet (142 
miles) of 9-foot chain-link fencing together with the necessary fence posts and 
barbed wire for topping. The fencing was subsequently shipped in varying quanti- 
ties to some 27 Air Force installations. Investigation at 19 of the 27 installations 
(represented an 82 percent coverage in terms of linear feet of fencing delivered) 
disclosed that 437, iinear feet or 71 percent of the total fencing received by the 
installations visited was on hand and unused approximately a year and a half 
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after the procurement order was placed and approximately 1 year after the fencing 
had been delivered. 

The investigation by this Office further developed several instances in which 
apparently wasteful use had been made of this fencing and other instances in which 
actual use of the 9-foot wire-link fencing would be open to serious question from 
the point of economy. 

The General Accounting Office investigation in conjunction with the congres- 
sional hearings brought out also that the surplus fencing in certain instances 
was not carried on inventory records (with the result it would not be reported as 
excess material on hand), and that the entire procurement was the result of lack 
of coordinated planning. An additional and particularly important point was 
the fact that the fencing was purchased at the end of the fiscal year under emer- 
gency procedures and with funds which might otherwise have lapsed to the 
general fund of the Treasury. 

Sale of Government-owned timber.—All tracts of timber offered for sale by the 
Forest Service, Department of Agriculture and the Bureau of Land Management, 
Department of the Interior, are, with one exception, open to competitive bidding. 
However, study by field representatives of the Office of Investigations revealed 
that the following elements have a distinctly adverse bearing on the degree of 
effective competition for each individual tract of timber offered for sale and on 
the net amount of revenue accruing to the Treasury: (a) ‘‘ yentlemen’s agreement”’ 
among operators to restrict competitive bidding, (b) private control, through pri- 
vate ownership of contiguous land and access roads, (c) administrative policies of 
the agencies with regard to the method of acquiring access roads, (d) timber selling 
practices of the agencies, and (e) the effect of the application of the capital gain 
and loss provision of the Internal Revenue Code (26 U. 8. C. 117 (k)). 

The General Accounting Office in transmitting reports to the interested Senate 
and House committees pointed out that these methods result in a loss of millions 
of dollars to the Government, a situation which can be controlled or markedly 
corrected by: (1) authorizing the financing and construction of al! main access 
roads by the agencies themselves, rather than by the purchasers through an 
allowance in the timber sales price, and (2) reappraisal of section 117 (k) of the 
Internal Revenue Code. 

Hospitalization of veterans.—The Comptroller General’s annual report for 1952 
page 44, referred to a survey by the General Accounting Office at 46 Veterans’ 
Administration general medical and surgical hospitals of administrative policies 
and practices relative to the hospitalization and treatment of veterans with non- 
service-connected disabilities. consolidated report on the subjects covered, 
and the practices disclosed by the survey, was forwarded to the House Committee 
on Veterans’ Affairs and other interested committees of both Houses of Congress 
(House Committee Print No. 15). The report stressed abuses resulting from the 
a Lega acceptance of the non-service-connected disabled veteran’s statement 
under oath of inability to defray medical expense and suggested a revision of the 
law (38 U. 8S. C. 706) to permit the Administrator of Veterans’ Affairs to require 
the applicant for hospitalization to make disclosure, on his application, of facts 

ring on his ability to pay and to require payment where ability to pay in part 
is indicated. Considerable attention has been given to the subject by the Sub- 
committee of House Committees on Appropriations and the Subcommittee on 
Hospitals, House Committee on Veterans’ Affairs, looking toward remedial legis- 
lation. The Comptroller General’s further views on the subject were requested 
in letter dated June 19, 1953, from the chairman, Subcommittee on Hospitals, 
House Committee on Veterans’ Affairs, and his reply dated July 8, 1953 (House 
Committee Print No. 115) reiterated the need for restrictive legislation “to pre- 
vent to the extent possible abuses by those without bona fide entitlement and to 
allow recovery of the cost in part, to the extent of the veteran’s ability to pay, 
in those cases where it is determined that the veteran could not defray the cost of 
his hospitalization through other available means.” 

Fraud in Navy wiping cloth purchases—An investigation of certain suppliers of 
Navy wiping cloths disclosed a conspiracy to defraud the United States through 
deceiving the Navy inspectors by switching bales after their inspection, resulting 
in the vernment paying contract prices for several million dollars worth of 
material, some of it as much as 98 percent defective. The matter was the subject 
of a hearing before the appropriate congressional committee and the report on 
1 supplier was used by the United States attorney as the basis for securing Federal 
grand jury indictments of 5 officials of the company. Further investigations are’ 
in pesenyes and necessary action will be taken on any civil or criminal activities 
disclosed. 
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Transportation of high octane fuel—Two Air Force bases were found to be ob- 
tairing their high-octane fuel from Government-leased tanks and, in some cases, 
commercial sources, almost 200 miles away, despite their proximity (20 to 40 miles) 
to an Air Force petroleum storage depot. The excess transportation costs incurred 
by both bases over a 5-months’ period was estimated at $114,000. Since then, 
full corrective action has been taken. 

Sale of bread —During a survey of commissary stores at a nearby Army instal- 
lation it was noted that bread, which was baked in an Army bakery, was selling 
for 6 cents a 20-ounce loaf, considerably less than commercial prices. Neither 
salaries of civilian office employees nor pay and allowances of officers supervising 
bakery operations were included as costs. Furthermore, the cost of the buildings 
equipment, and major items of maintenance and replacement were not consider 
in arriving at the price to be charged. Since the cost of ingredients alone almost 
equaled the price charged for the bread, resulting in a substantial loss to the 
Government, the matter was referred to the Department for appropriate action. 
As a result of a cost survey by the Army at four installations, the selling price of 
bread has been at least doubled, and the Army has announced that a uniform cost 
accounting system is being introduced at all Army bakeries. 

Air base hospital construcition—Investigation was made of the necessity for 
construction of a permanent 75-bed hospital at a midwestern Air Force base where 
no hospital facilities existed. Hospital authorities in the nearest large city (20 
miles away) were of the opinion that a 10- or 20-bed infirmary would be adequate 
and that their local VA hospital could be used for serious cases. In view of the 
available and unused hospital facilities in the immediate area, the matter was 
referred to the Air Force, Defense Department, and the Congressional Committees 
on Appropriations. The Assistant Secretary of Defense has advised us that the 
construction of this hospital has been suspended pending a restudy of the require- 
ments. 

Class B telephone survey.—A survey in 1951 pointed out that the monthly rate 
of $1.75 for furnishing unofficial telephone service over Government switchboards 
to the quarters of military and civilian personnel at Army and Air Force installa- 
tions was inadequate to recover the cost of the service. In May 1952 the Army 
increased its rate to $3 a month, and in July 1953 the Air Force increased its rate 
to $4amonth. A new defensewide telephone rate of $4 has been pro d by the 
Joint Communications-Electronics Committee in a report approved yaly 3, 1953, 
which has been submitted to the Secretary of Defense for his approval. 

Excessive transportation costs.—An investigation of the cost of transportation of 
perishable foods at an Army Quartermaster market center disclosed that one 
motor carrier had been established and built up with the help of various Army 
policies, restricting competition and otherwise, and was given practically all of 
the traffic at the installation. The transportation field is highly competitive in 
the area, and this circumstance could have been used to the advantage of the 
Government. Savings that could have been realized were computed at approxi- 
mately $10,000 per month. 

Dog housing.—Under instructions from the commanding general, the post 
engineer at an Army installation constructed a fence, dog run, and kennel. The 
request for the work shows it was considered “in the best interest of the Govern- 
ment for security purposes.’””’ The construction consisted of a kennel, which was 
used to house a number of expensive dogs owned by the general, and a 90- by 60- 
foot fence-enclosed dog run. A wooden floor was installed in the kennel so the 
dogs would not lie on the bare earth. The cost, charged to appropriated funds, 
was about $1,200. The fence was later removed at a cost of $157.82, when, only 
5 months after his arrival, the commanding general was replaced as post com- 
mander. While a small item of waste and extravagance, it is but typical of the 
myriad of such matters arising in inspections. 

Investigative survey of commissary stores at military installations.—At the request 
of the Intergovernmental Relations Subcommittee of the House Committee on 
Government Operations, inquiry was made of the eat of commissary stores 
at military installations in the continental United States. A survey of approxi- 
mately one-quarter of the 216 commissary stores operated disclosed that of the 
202,135 persons authorized to use the facilities of 52 stores, 15,641, or only 8 

reent of the permit holders, were quartered on the posts, while 186,494 permit 

olders resided off posts. The 52 stores did a gross business during the calendar 
year of 1952 of $49,624,302.59. 

The survey also disclosed that the Government furnished approximately 
900,000 square feet of space, free of charge, for the operation of these stores and 
that 2,268 employees of the stores, of which 1,485 were military personnel, were 
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paid annual salaries of approximately $5,500,000 out of appropriated funds 
which, under the law, are not reimbursed to the Government. 

Stockpile program.—During the past year investigation of a significant phase of 
the stockpile program uncovered excess payments and improvident purchasing 
by the General Services Administration. he Stockpile Act (50 U. S. C. 98) 
was passed to provide ‘‘an orderly purchase program, designed to acquire materials 
at reasonable cost and with minimum interference to the normal operations of 

oducers and consumers” (H. Rept. 1869, 70th Cong., pp. 5, 6). During 1951-52 

eneral Services Administration engaged in panic buying of processed waterfowl 
feathers and down for the stockpile. he National Production Authority’s news 
release of April 25, 1952, described the feathers program as ‘‘the biggest in history” 
and the prices paid as the “‘alltime high.” he feather market was completely 
disrupted and in April 1951 National Production Authority issued an order closin 
the civilian market and freezing waterfowl fethers and down for stockpiling a 
military purchases. The Treasury Department temporarily lifted the embargo 
on dollar credits for importation of feathers from Red China, the principal source 
of world supply for this commodity. On October 19, 1951, Office of Price Stabili- 
zation, over General Services Administration’s objections, imposed specific price 
ceilings on feathers purchased by General Services Administration. 

Slipshod procurement procedures were employed which operated to subordinate 
the interests of the Government to those of the contractors, Contracts were 
granted on the basis of open-market type of purchase rather than as the result of 
negotiations or competitive bidding. Contracts were given to individuals without 
plant facilities and funds were advanced to firms with records of financial irrespon- 
sibility. The advances were not made in accordance with the conditions of the 
statutes and administrative regulations relating to advance payments. Specu- 
lative opportunities were afforded the contractors by the granting of long-term 
contracts and the failure to enforce compliance with the contract. performance 
dates or stockpile specifications. Office of Price Stabilization ceiling-price 
regulations were ignored. 

An interim audit report by General Services Administration has shown over- 
payments of $580,414.69 as of June 12, 1953, of which $340,074.14 was reported as 
recovered. Provisions of the standard form contract have been revised and the 
procurement, fiscal, and inspection procedures have been strengthened, Per- 
sonnel changes have also been effected. As the result of our inquiries, the feather 
contractors have remitted $37,143.60 in duties to the Bureau of Customs since 
the first of the year, In addition, since January 1, 1953, General Services Admin- 
istration sent Customs $2,582,861.45 against duties owed and previously withheld. 
This amount is owed on importations, principally of tungsten ores, which were 
entered by General Services Administration at the port of New York during 
the period 1949 to 1952. 

Reports of this investigation have been furnished to the Senate Permanent 
Investigating Subcommittee which has this matter under active consideration, 
and to the executive agencies involved in the investigation. 

Columbus General Depot excess stock purchases made to exhaust available funds.— 
At Columbis General Depot, United States Army, a program was initiated, during 
the fiscal year 1952, to acquire a reserve of spare parts for new equipment recently 
added to the supply system. The program did not get under way until the last 
2 months of the year during which time expenditures were three times as large as 
those for the first 10 months ($28,612,767 as against $8,304,746). 

During this rush to spend money for spare parts before the period of availability 
of funds ended, many purchase orders issued bore the following instructions: 
“‘Amend the following existing contract to provide for: 1 lot of spare parts valued 
in the amount of . Detail list of items will be furnished at a later date. 
Delivery schedule to be established at time submission of detailed list. 

Actual parts lists were not furnished the manufacturers until after July 1— 
some as late as October. Nevertheless, the funds were regarded as fully obligated 
in the fiscal year prior to the actual ordering of the spare parts. 

The accelerated rate of procurement was said to have been influenced by oral 
instructions from Washington. Although evidence in support of this was not 
found, a depot memorandum was located which authorized the placing of duplicate 
and triplicate orders beyond normally scheduled requirements, and employees 
recalled local instructions requiring the placing of such orders to utilize available 
sopecestetion balances. Needless to say, many instances of excess stock were 

und. 

In response to the report, as furnished to the Department of the Army, the 
Under Secretary replied that the findings and conclusions in the report are sound 


and have been most helpful to the Army in achieving a corrective solution. His 
letter outlines numerous corrective steps in process and appears fully cooperative 
and responsive. 

Inadequate storage of Quartermaster property.— An inspection of the Jeffersonville 
Quartermaster Depot, United States Army, disclosed an estimated $13 million 
worth of property in open sto: , deteriorating at the rate of $500,000 per month 
due to inadequate storage facilities. Much of the property was new or in new 
condition, ee of practically all quartermaster items, such as household 
office and barracks furniture; kitchen and cooking equipment; machine and hand 
tools; and mobile equipment. This condition was reported to the Secretary of 
the Army at such recent date that a reply has not been received and corrective 
action taken by the department cannot be reported at this time. 

Disposition of unused warehouse tractors, Columbus General Depot.—An investi- 
gation at the Columbus General Depot, United States Army, developed informa- 
tion that 523 unused warehouse tractors, costing $479,068, but of greater value, 
were transferred to salvage on June 20, 1950, as excess property and donated to 
various educational institutions over a —o ended August 31, 1950. Contract 
records show that in 1949 and June 1950, 103 units of similar equipment were 
purchased by departments of the Defense Establishment at a cost of $244,299.41 
and in the year 1951 hundreds of warehouse tractors were purchased. 

This matter was called to the attention of the Secretary of Defense, who has 
replied that the tractors donated were of a type removed from the list of standard 

uartermaster items, different from prior and subsequent purchases. However, 
the nse indicated that when new standard items are prescribed for use, 
action is to be taken in the future to consider the inventory of existing stocks 
of the superseded items and to phase procurement of new items so that available 
supplies of the old items will be utilized to the greatest extent practicable. 
tocks in excess of established levels.—A limited examination of stock record cards 
at the Army Red River Arsenal, Texarkana, Tex., disclosed that approximately 
30 percent of stock balances were in excess of established need. Projecting the 
figures on the basis of the entire stock indicated a possible excess valued at 
$2 million. Reasons advanced for the excess stock included the following: 
(1) Requisitioning of new items concerning which the Property Branch had no 
revious experience; (2) Unanticipated turnin of overrequisitioned items; (3) 

nserviceable items renovated and placed in regular stock; (4) Requisitioning b 
tool and supply rooms of quantities beyond those needed for a reasonable purled; 
(5) Purchase of excess quantities in order to obtain lower unit prices. 

While these appear to be legitimate reasons for the excess, administrative 
procedures were, nevertheless, lax and failed to cope with the condition. 

The matter was referred to the Secretary of the Army for consideration. The 
Secretary, who was most cooperative, initiated full corrective action a short 
time later. 

Investigation of VA hospital construction.—Investigation of construction costs 
in connection with the VA hospital in Kansas City, Mo., revealed excessive 
and supervision expense of approximately $400,000: acquisi- 
tion of land for the hospital site in exce.s of the needs as compared with similar 
hospitals, resulting in excessive expenditures of approximately $26,000; a delay 
of about 3 years in starting construction due principally to delays in arriving at 
a decision as to the type of hospital to be constructed; and apparent unjustified 
repeated extensions of time allowed contractor for completing construction, thus 
rehevind the contractor from liquidated damages-penalty provisions of the 
contract in the amount of $23,409. 

Investigations of construction at two additional hospitals where similar exces- 
sive costs are indicated are in process. 

Purchase and operation of house trailers.—Inspection of an Air Force installation 
disclosed that a large number of completely equipped house trailers supplied by 
the Public Housing Administration for occupancy by enlisted military personnel 
were located in a landscaped housing area which included streets, sidewalks, 
sewers, and utilities, evidencing the permanency of their location; that the wheels 
and tires were removed and firmly anchored to the steel chassis and were allowed 
to remain unused and subject to deterioration: and that the trailers were set gn 
frail wooden trestles that did not provide sufficient support, resulting in perma- 
nent damage by cracking walls, ceilings, and floors. 

Representatives of the General Accounting Office discussed the matter with 
Public Housing Administration officials, and as a result specification for the 
purchase of 2,575 additional trailers were amended to exclude running gear, at 
savings of approximately $385,000. 
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Dependency travel payments to commissioned and noncommissioned officers— 
Officers of the uniformed services.—Travel regulations for the uniformed services 
provide, with some exceptions, that military personnel are entitled to mileage 
for travel performed by their dependents from an old duty station to a new per- 
manent station or between points otherwise authorized. 

A program was inaugurated during the fiscal year 1953 to investigate and 
determine the validity of the amounts paid for travel of dependents upon perma- 
nent change of station. Many cases are being found where payments were made 
to members of the services upon false certifications as to the travel of their 
dependents. The percentage of such payments varies in different locations, but 
the practice of submitting false vouchers to cover dependents’ travel appears 
to exist at most of the service installations and is not confined to any one branch. 

The Office of the Secretary of Defense expressed concern about the falsification 
of vouchers for dependents’ travel and is cooperating in every way to stop such 
practices; directives are in process which will require that prompt and appropriate 
disciplinary action be taken by the military service concerned. 

Administration of the Dependents Assistance Act of 1950 in Puerto Rico.—An 
examination of records, and interviews with various responsible officers in Puerto 
Rico, disclosed that local Army officials had reported weaknesses in the pro- 
cedures followed in the payment of monetary benefits under the Dependents 
Assistance Act of 1950 to members of the Armed Forces who are residents of 
Puerto Rico, which resulted in numerous erroneous, and possibly fraudulent, 
payments of allotments. After efforts of local Army officials failed to bring 
about the necessary action, the General Accounting Office called the matter to 
the attention of the Secretary of Defense. Independent investigation by the 
Secretary of Defense, resulting from information furnished by the General Ac- 
counting Office, substantiated the prior findings and brought about the estab- 
lishment of a special Army investigation unit in San Juan, P. R., for the purpose 
of reviewing the applications and making investigations to determine proper 
entitlement. 

According to an article appearing in the July 12, 1953, issue of the Washington 
Sunday Star, the Army and Department of Justice are investigating the matter 
in Puerto Rico and have found evidence indicating widespread fraud. The 
investigation, according to the report, has disclosed nonentitlement in 41.6 per- 
cent of the cases which, if continued, will result in the discontinuance (and 
possible recovery) of payments totaling several million dollars annually. 

Inspection of various offices of United States attorneys.—Inspections were made of 
six offices of United States attorneys in the latter part of the calendar year 1952. 
One objective was to obtain information as to specific cases for the use of the sub- 
committee to investigate the Department of Justice, House of Representatives, 
and summaries of a number of cases were furnished. Otherwise, the inspections 
covered several topics with particular reference to the collection of amounts due 
the United States. As a general rule, many cases, some of large amounts, were 
indicated as being pending for unreasonable and unexplainable periods of time. 
A large backlog of old, uncollected fines was noted. The situation as to fines 
imposed currently was satisfactory; at some offices nearly 100 percent were being 
collected. Also noted was a heavy case load per individual attorney. 

Copies of the reports were transmitted to the Attorney General. Later, it was 
learned that one of the offices where it has been found that a great number of 
cases were pending had made significant progress in clearing up the backlog. 
Also, at another office collection was made on a number of old fines. 

Investigation of illegal use of appropriated funds (Fallbrook suit) —On the basis 
of apparently conflicting information received from the departments ccnanenee, 
an investigation was made of use of appropriated funds for the preparation 

rosecution of a lawsuit by the United States of America against Fallbrook 
Public Utility District, in view of a provision in the Department of Justice 
Appropriation Act, 1953, prohibiting the use of Department of Justice funds for 
this purpose. Investigation disclosed that Navy funds had been used and the 
General Accounting Office is taking action in the case on the basis of the informa- 
tion developed in the investigation report. 

Excessive cost of moving and reactivating five houses to be used as public quarters — 
During the construction or extension of runways at the Glenview Naval Air 
Station, Glenview, Ill., it became necessary to remove from airstrip land, 5 
farm buildings, some old and dilapidated, some habitable, and at least 1 only 
partially constructed. The airstrip prime contractor was paid $65,700 or an 
average of $13,140 per house to move and reset the houses in an area off the 
proposed runway. 
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In addition to moving the building, naval air station requested $50,000 (or an 
ptt of $10,000 per house) to remodel and make them suitable for public 
quarters. 

The average cost of moving these buildings of doubtful value, $13,140 each, in 
addition to the estimated $10,000 each, necessary to place them in usable condi- 
bere Rata pe exceed $23,000 per building and the end result would be 5 mediocre 

uildings. 

On April 7, 1953, the commanding officer, Glenview Naval Air Station, addressed 
a memorandum to the Chief, Bureau of Aeronautics, requesting funds to complete 
the remodeling work of these dwellings. This office is advised that a reply dated 
July 16, 1953, was directed to the commanding officer stating that due to the 
shortage of funds and for other reasons, the Bureau was of the opinion that no 
further work should be attempted to adapt the buildings for public quarters and 
requesting the recommendations of the commanding officer of the air station 
regarding the disposition or alternate use which should be made of the structures 
in lieu of rehabilitation. 

Excessive shipping costs in the distribution of perishable foods.—An investigation 
of the cost of transportation of perishable foods at the Richmond Quartermaster 
Market Center, United States Army, disclosed that one public motor carrier had 
been built up by the Army through various means and policies, and given prac- 
tically all of the traffic at the installation. The transportation field at this place 
is A competitive and this circumstance could have been used to the advanta 
of the Government. Savings that could have been realized over a period of Ou 
months were computed at approximately $90,000. 

Waste of Air Force funds in leasehold agreement.—In the course of an inspection 
of the Middletown air materiel area, it came to the attention that a group of 
buildings in Philadelphia, Pa., then under lease to the Air Force as off-base 
storage facilities at a cost of $215,000 a year, had not been used by the Air Force 
since the date of lease. Investigation developed that the leasing decision had 
been made by Air Materiel Command, Dayton, Ohio, over the strong protests 
of the intended user that the facilities were not suitable and could not be used. 
The investigation further developed that the lease had been approved by the 
Armed Services Committees of both the House and Senate on the basis of an Air 
Force report which failed to disclose the facts then known to the Air Force con- 
cerning the extensive rehabilitation which would have been required to place the 
facilities in usable condition. The Air Force has since canceled the lease, but 
not before rental and maintenance costs totaling some $251,000 were incurred. 

Survey of charges for rental quarters.—A nationwide survey was made of charges 
for quarters, utilities, and services supplied by the Government on a rental basis 
to Federal employees and others, covering the calendar year 1951. As result of 
information developed, which was furnished currently to installations covered 
as well as to departments and establishments in Washington when requested, and 
the issuing by the Bureau of the Budget of a uniform rent policy effective July 9, 
1951 (Bureau of the Budget Circular A—45), 45 of 49 bureaus and agencies operat- 
ing rental housing gave promulgated revised rates affecting approximately 56,000 
units of more than 95,000 units operated, the remaining 19,000 being temporarily 
deferred. The new rates reflect increases of from 0.2 percent in one agency to as 
high as 158 percent in another, with an overall average of about 14 percent in all 
agencies affected. These increases, when fully operative, will produce an esti- 
mated annual income of $4.5 million over amounts collected under 1951 rates, 
Further increases of about $3.5 million may be expected when the new rates and 
other revisions now being made by 4 additional agencies are fully operative, 
bi the result that total increases in rental income would approximate $8 

on. 

In addition to the totals of investigative cases opened and closed as reported 
above during the past year the Office of Investigations investigated approxi- 
mately 1,000 payments of extra allowances made to unmarried officers of the 
armed services on the basis that one or both of their parents were dependent upon 
them. This brings to about 6,700 the number of cases completed in this one pro- 
gram since 1950. Of this total, 1,200 have been referred to the departments 
for collection; approximately 5,000 confirmed the claim of dependency; and the 
remainder are in process of being transmitted for collection. In completed 
cases, the average recovery of funds improperly paid has been in excess of $1,800. 
Over $1,039,000 has been collected or is in the process of collection from the 
officers through June 30, 1953, or $450,000 during the year. This amount is but 
a small part of the total sum involved since the program not only has resulted in 
the discontinuance of allowances to certain officers but has had a deterrent effect 
on many others. 
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Mr. Puiiuips. I want to call the attention of the members of the 
committee, and to people who read the hearings, for that matter, to 
these evidences of the results of the investigative work of this agency, 
which always has supported the work of the Congress. 

The Comptroller General has mentioned the chain link fencing pur- 
chased by the Air Force, which seems like a very small thing, but when 
you run into $1% million worth of fencing, or some of these other 
things which seem like small items in themselves, like some of those 
which come before us from the large agencies of the Government, 
multiplied by the number of items, they represent a very large tax 
figure in toto. 

The transportation costs seem like a small item but a saving of 
$10,000 a month is not hay, in language which I understand. 

Mr. Warren. May I interrupt you while you are on that subject? 

Mr. Puruurps. Yes. 

Mr. Warren. You say this is a trifle. 

Mr. Purutirrs. It is a trifle in the individual item. 

Mr. Warren. Yes. 

Mr. Puriurrs. Multiplied by the number of items it becomes a 
large amount. 

r. WARREN. I want to give the committee a case which is in the 
justifications. I didn’t include it in my statement. Some might say 
it is petty. But it shows the type of thing we are talking about. 

Mr. Patuurps. What page? 

Mr. Warren. Page 40. 


CONSTRUCTION OF FENCE, DOG RUN, AND KENNEL BY THE ARMY 


Under instructions from the commanding general, the post engineer 
at an Army installation constructed a fence, dog run, and kennel. 
The request for the work shows it was considered “in the best interest 
of the Government for security purposes.”’ The construction consisted 
of a kennel, which was used to house a number of expensive dogs 
owned by the general, and a 90 by 60 fence-enclosed dog run. A 
wooden floor was installed in the kennel so the dogs would not lie on 
the bare earth. The cost charged to appropriated funds was about 
$1,200. The fence was later removed at a cost of $157.82, when, only 
5 months after his arrival, the commanding general was replaced as 

ost commander. While a small item of waste and extravagance, it 
is but typical of the myriad of such matters arising in our inspection. 

Mr. AnprREws. Why doesn’t the Army take action against a man 


like that? 


Mr. Puiturps. The question before this committee is naturally what 
disciplinary action was taken in that case by the Army. We had a 
case of the general who ordered a rubber matting for his airplane, if 
you remember, and by the time the Army got it in it was a selection 
of nice carpet that cost about $157, something like that. 

The general to whom the plane was assigned didn’t want it and 
didn’t like it. 

We inquired last year through the chairman of the committee, what 

isciplinary action was taken in that case. I ask the same thing now. 

Mr. Warren. We always follow up our reports. Sometimes the 
agencies refuse to reply or do not reply. , 


Mr. Exuis. In that item we have not heard any report at all, that 
is, there was no mention of any discipline. There doubtless never will 
be in that case. We will not hear anything about it. 

In the dog-housing case, the most that can be hoped for, our test 
expectation, would be a very rare possibility that the gen might 
be charged the $1,200. 

Mr. Pures. There is no objection to somebody making himself 
a dog run, but there is objection to the taxpayers paying for it. 

Mr. Eutts. Note especially that only 5 months later he transferred 
to another post, in Massachusetts. 

Mr. Putturrs. How long ago was that reported to the Secretary of 
the Army? 

Mr. Euuts. Last October as I recollect it, about the end of October 
or in November. 

Mr. AnprEws. We ought to get the facts in this case and submit 
them to the Subcommittee for Armed Services. 

Mr. Puiturrs. That is a good suggestion. Last year in the matting 
incident we made a special report of it to Mr. Taber and he took it 
up with the Army, and their intention was to take disciplinary action. 

Mr. Anprews. There is one way to stop them and that is to make 
them repay it or dismiss them from the service, which should be done. 
If they haven’t | more common sense than that they should not be 
permitted to spend one dime of the taxpayers’ money. 

Mr. Puuurps. I will ask the clerk to prapers a statement to be 
submitted to Mr. Taber, the chairman of the committee, with the 
suggestion that this subcommittee feels that action should be followed 
up in the matter. 

Mr. AnprREws. Who is it? 

Mr. Pures. I don’t know who it is. 

Mr. Exuts. Major General Allen, in charge of the post, I believe. 


PURCHASE OF WIRE FENCING BY THE AIR FORCE 


Mr. Etuts. I have something specific on discipline in the matter of 
fencing, which involved a great deal more and where you have a real 
serious question. There is no doubt at all that fencing was bought in 
the last few days of the fiscal year when money was discovered to be 
available. 

After great effort justification was found for about 250,000 feet of 
fence, so the fence was ordered, but not 250,000. What was ordered 
was 750,000 feet, or enough to stretch from here to Philadelphia. 

These pictures I have dane, I showed them to Mr. Krueger, show 
that the fence is not a little barbed wire fence but a big 9-foot security 
fence which eventually may be very necessary. In fact I said if the 
Air Force had to throw away the money, at least they bought some- 
— they could keep for use in later years. 

r. Putuures. You could keep it, if it is not allowed to lie around 
out in the weather. 

Mr. Euuts. Some of it is still in the weather. They are hoping to 
pet projects by this month to work up places where it can sometime 

used, according to this letter. It was bought 2% years ago. 

Mr. Jonas. en was that fence bought? 

Mr. Exuis. June of 1951. 
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Mr. Jonas. Mr. Wilson has issued a specific directive to stop that, 
hasn’t he? 

Mr. Exuis. Yes, as to the frantic buying in the last few days. 

Your question of discipline is this: They brought the colonel back 
from abroad, the colonel who had bought the fence. The colonel 
said in effect, “You know, that was a good deal. We used all our 
money. We should have ordered some more of that stuff.”” Natur- 
ally we brought up the question of discipline to the Department and 
here is the answer as of last month, a letter addressed to the sub- 
committee and given to us with permission to use it yesterday. 

The letter agrees fully that the situation was unjustifiable on the 
merits, that the thing was quite wrong, and states, “Each of the 
Commanders concerned has investigated the instances of non- 
compliance.”’ There were a lot of problems besides merely buying. 

One shipment of fencing went to the Elmira Airbase in New York. 
It got there ready to be delivered. The only trouble was there 
wasn’t any such base. There never has been and there isn’t today. 

A lot of the other fencing couldn’t possibly be used. It wouldn’t 
have been so bad if it had been i up in the Air Force property 
system so when fencing is needed elsewhere there will be a record to 
get hold of it. But that didn’t happen. 

The Secretary states— 

Each of the commanders concerned has investigated the incidents of non- 
compliance with procedures which were brought to light in this case. While 
there is evidence of poor judgment in the handling of various aspects of the 
transaction, it seems clear that inexperience was a substantial contributing factor. 
This, together with the haste which was engendered by emphasis on installation 
security at the time, appears to have been the basic cause of most of the difficulties 
involved. Accordingly, it has been concluded that the circumstances do not 
warrant disciplinary action. 

Mr. Tuomas. Did the colonel get a promotion out of it? 

Mr. Euuts. He is still a colonel. He got promoted to Germany. 

Mr. Tuomas. What is his name? 

Mr. Exuts. I will have to get it. 

Mr. Puitures. Put it in the record. 

I find, and I think Mr. Domers will support my finding, that these 
officers who make purchases like that, as witness the heaters for the 
jeeps, are much more concerned about publicity involving them than 
they are about any possibilities of disciplinary action by the military, 
which they do not seem to fear. They do not expect it and do not 
fear it. ey are concerned about publicity and their names being 
attached to publicity about actions of this kind. 

I am inclined to think, while I believe in disciplinary action, that 
the greatest effort can be made to give publicity to the men involved 
in these things and see if we cannot stop them that way. 

Mr. Toomas. What was the name of the colonel’s immediate 
superior officer? Was that in the District of Columbia? 

Mr. Exuis. Wright Field. At that time that type of procurement 
was centralized there. 

Mr. Tuomas. Who was his immediate commanding officer? 

Mr. Exuts. I will have to check the file to get that name. Perhaps 
I can furnish it to you in a few minutes. 

Mr. Yes. 

Mr. Tuomas. The colonel was not in charge of the purchasing. 
That is too big an installation and no colonel has that much authority. 
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Who is the general in charge of the office whose jurisdiction it was to 
run an orderly and economical operation? 


Mr, Exu1s. I will get the name for you. (See p. 363.) 
FALLBROOK UTILITY DISTRICT CASE 


Mr. Putures. I want to ask about a matter of great interest to us 
in California and actually of just as much interest to every State in 
the Union. That is the assertion by the Navy in the case of the 
Fallbrook Utility District, although the Navy actually was not 
responsible for it at the start it was one man in the Attorney General’s 
Department. What is the expression they use-~-a paramount right 
to water, disregarding State water laws, the first time it had been done, 
in the case of a water district. The Congress in several bills put in 
restrictions that no money appropriated in those bills was to be used 
by the Navy or by the Attorney General’s Office in the prosecution or 
continuing that suit. : 

I will not explain the suit in detail. You lawyers might be interested 
in it. Most of you know about it, The point was that the Navy 
filed suit and notices were being served individually on every water 
user. The total amount would have been 12,000 individuals in this 
watershed. The individual would have had to come before the court 
and give evidence of his entitlement to the water. Most of these 
people did not know any more about water rights than to turn the 
water on and off at the faucet, but they were to come in and defend 
the legal right under which they were entitled to water. The matter 
was so absurd that they were even filing on people, serving papers on 
them, on the other side of the watershed, where the water flowed in 
the other direction and not into this watershed at all. 

By efforts of a congressional committee, the Interior Committee, 
and others, including myself and the Congressman from that district, 
these restrictions were put into the appropriations bills and an attempt 
was made to work out a procedure, which would involve the accumu- 
lation of the runoff water, so that this problem could be solved. 

I see that the Navy or the Army continued to spend money ia spite 
of that prohibition. That is very interesting. 

Tell me what you are doing about it. 

Mr. Warren. Pardon me and then I will let Mr. Fisher and Mr. 
Weitzel take that up. 

The General Accountirg Office ruled, after the most careful con- 
sideration in which I personally heard the then Secretary of the 
Navy, the Judge Advocate of the Navy, and other high officials, that 
Navy funds could not be spent to prosecute the suit. 

It is one of the few cases that I recall where the Department had 
asked for a decision, were told ‘“‘No” and went ahead anyway. 

I reported the matter to the Congress. I think it was one of the 
strongest reports I have ever made. 

There was a hearing on the case by a Senate committee but no 
committee report was ever made, / 

I think now, Mr. Fisher, you could take it up. 

Mr. FisuEr. This prohibition was put in the Tisheitasaal of Justice 
Appropriation Act and provided that no part of those funds should 
be used. What the Navy asked us was whether they could use their 
funds and we told them no. They said nevertheless. they had the 
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So we reported it to the Congress and hearings were held on it. 

Mr. Puitiips. May I interrupt you briefly to ask you whether, in 
addition to that, the Navy asked you about the prohibition against 
the Attorney General and against the Nayy going out to get outside 
funds, private funds, in order to prosecute the suit? Did they ask 
you about that? 

Mr. Fisuer. That question was asked informally and we told them 
in no uncertain terms that they could not, and in the hearings before 
the Senate committee they were asked that specific question. They 
said at that time that if the prohibition was put in the Defense 
Department Appropriation Act no Government funds would be spent 
on the suit. 

I wasn’t aware they were still conducting the suit. 

Mr. Patuuies. They are not conducting it, so far as I know, but 
I do not think they have discharged it. ; 

Mr. Fisuur. They specifically told the committee that they would 
abide by any prohibition put in the Defense Department Appropria- 
tion Act against use of their funds. 

Mr. Puiuurps. It was put in the act. 

Mr. Fisner. It was for the fiscal vear 1954. 

Mr. Pamasps. That is an important pomt. I know the people in 
San Diego County, where this lies, are not aware that there has been 
dismissal of the suit. They have it hanging over them all the time. 
They think they are in a sort of recess until the matter is decided 
down here. 

Mr. Fisuer. They indicated to us, at least stated informally, that 
they might be able to get some attorney to do this for nothing, maybe 
for prestige or whatever you want to call it, and it was made clear 
to them that would be improper. As far as the General Accounting 
Office is concerned I think we told them if we found out they were 
doing that we would report it, but there was no money we could touch. 

Mr. Keuuipr. There was nothing we could do to stop them from 
taking that action. 

Mr. Puixuips. It is a matter of interest. 


PURCHASE OF WIRE FENCING BY THE AIR FORCE 


Before I turn over to the audits, Mr. Ellis, did you find the name of 
the colonel we wanted? 

Mr. Exuis. John G. Griggs is the colonel’s name. We were told he 
based the authorization on evidence of specific plans of using 250,000 
feet, and personal knowledge that another 500,000 feet would be 
needed sometime. That is be on his personal knowledge rather 
than records showing that a survey had been made of real requisitions 
or orders. We were told the colonel was the man who did it. 

Mr. Toomas. Who was the general over the colonel? 

Mr. Exuis. I don’t have it now. We will have to get it. That 
money was spent on June 30, 1951, the last day of the fiscal year. 
(The information requested above is as follows:) 

While, at meetings in the office of the Riehlman subcommittee of the Govern- 


ment Operations Committee, Colonel Griggs undertook the justification of this 
matter, and assumed full responsibility for it; we are advised by the Departmen 
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of the Air Force that his immediate superior at that time was Maj. Gen. J. N. 
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Bevans, Director, Procurement and Production Division, Air Materiel Command 
Wright-Patterson Air Force Base, Dayton. 

Mr. Putiures. 1951 and still lying there. 

Mr. Exuts. Most of it is still there now, at 27 different bases 
around this country. Piles of it. I wish you gentlemen had time 
to look at these pictures. It is incredible. The piles are bigger than 
this room, a pile, as big as a house, of fencing at 27 different bases in 
this country. Roughly, maybe a third has been used. 

What the Secretary now says is that by this month they will have 
firm plans for using it. They did use some of it on a swimming 
pool, nurseries to keep the babies from getting where they weren’t 
supposed to be, 9-foot “rg 

Mr. Anprews. I would like to suggest that these gentlemen get 
for us a list of all these cases with the names of the generals and see 
what we can do. 

Mr. Puriurrs. That is a good suggestion. Henceforth, when you 
get these cases will you get the individual who is responsible and we 
will see if a little adverse publicity has any effect upon them. 


DIVISION OF AUDITS 


Next is the section which has to do with audits beginning on page 
112. We will insert that in the record. 
(The matter referred to is as follows:) 


Division or Aupits—Score anp Nature or Work PrRoGRAM 


ACTUAL OR ESTIMATED OBLIGATIONS 


Personal services 


Fiscal year Number Net salaries 
3, 086 3,011 | 14,472,000 | +$577, 600 


The Division of Audits performs all the audit functions, except those involving 
transportation matters, for which the General Accounting Office is responsible 
under the provisions of the Budget and Accounting Act of 1921, the Government 
Corporations Control Act of 1945, the Federal Property and Administrative 
Services Act of 1949, the Post Office Department Control Act of 1950, and the 
Budget and Accounting Procedures Act of 1950. 

The audit function is performed primarily for the purpose of giving assurance 
to Congress that public funds are expended both legally and prudently, which 
requires the establishment of a basis for (1) settling accounts of fiscal officers, and 
(2) evaluating the performance of each Government agency and corporation in 
discharging its financial obligations. 

In order to keep abreast of the tremendous expansion of Government activities 
during recent years, a new audit policy has gradually crystallized. This new 
policy, giving recognition to the plscne enunciated in the Budget and Account- 
ing Procedures Act of 1950 to the effect that strong internal controls make the 
detailed examination of each financial transaction unnecessary, contemplates the 
rapid decentralization of audit operations and a broadening of the scope of the 
site audits until conversion to a comprehensive audit basis is realized. Recruit- 
ment of auditors and accountants, who are experienced in commercial auditing 
methods, continues to be a major problem of the division. During the period 
January 1, 1953, through June 30, 1953, a Preeey 216 qualified employees 
were recruited; however, 70 were separated from the comprehensive rolls during 
that period and the budget request comtemplates the recruitment of approximately 
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180 for 1955. It is apparent that once the staff is sufficient to adequately perform 
the audits now assigned, further expansion of the site and comprehensive work 
will result in decreases in the numbers of employees required to do the central 
audits of vouchers. 

The budget request of the Division of Audits has been prepared on the basis of 
its 5 activities, which are performed by 10 operating units, as shown below: 


(1) Administration and supervision Office of the Director. 
(2) Comprehensive audits Washington Operations and Field 
Operations. 
(3) Other site audits Field Operations and Washington 
Operations. 
(4) Centralized audit of vouchers and Examination and Settlement Branch, 
settlement of accounts. Civil Audit Branch, Air Force Audit 
Branch, Army Audit Branch, Navy 
Audit Branch. 
(5) Reconciliation of checking ac- Depositary Accounts Branch. 
counts. 


The 1955 budget contemplates an average number of 3,011 employees. Reduc- 
tions in force and revisions in work programs since 1950 have resulted in the 
elimination or transfer to other organizations of 1,918 positions, as indicated by 
the following comparative figures: 


3, 971 | 1954 (estimated) 
2, 844| 1955 (estimated) 


It is estimated that the Division will employ 3,086 persons by the end of the 
fiscal year 1955. The workload estimates for Washington operations are based 
on the past performance of the Washington staff. The workload estimates for 
the regional audit offices are estimates of the work to be performed by the 902 
people expected to be employed in 1954 and the 1,111 in 1955. The estimates for 
the seven audit branches are based strictly on the expected workload. In setting 
up the number of positions required in the division in 1955 every attempt was 
made to give a practical estimate taking into consideration the limitation on 
recruitment. 

Administration and supervision 

Division policy and procedures, recruitment and staff management, assignment 
of audit programs, budgetary controls, processing of reports, and general services, 
emanate from the Office of the Director of Audits. The Director’s staff is com- 
posed of the Director of Audits, his two assistants, the four Associate Directors of 
Audits, the Assistant Directors of Audits, the Staff Manager, the Administrative 
Officer, and their various assistants engaged mainly in administrative and 
secretarial duties. Administrative matters involve recruiting and staff manage- 
ment including assignments of work, budget cost and travel, handling and 
processing all reports, and all general office services. 

Comprehensive audits 

The comprehensive audit program of the Division of Audits has been described 
in previous reports but a repetition appears to be necessary in order that the true 
meaning of this budget request may be understood. The term ‘‘comprehensive 
audit” is used to designate those audit assignments which have as their objective 
the discharge of all statutory audit responsibilities of the General Accounting 
Office relating to the receipt, disbursement, and application of public funds. It 
includes the detailed examination of financial transactions and accounts necessary 
to verify the accuracy and reliability of the agency’s financial statements and 
reports. In accordance with this definition, audits made under the Government 
Corporation Control Act are construed to be comprehensive audits. 

During fiscal year 1953, several additional audits were converted from central- 
ized audits of vouchers to comprehensive or site audits. Fifty-seven compre- 
hensive audit assignments other than assignments under the Government Cor- 
poration Control Act, which are considered as comprehensive audit assignments in 
accordance with the preceding definition, were in process during the year. These 
covered one entire department (Post Office Department and postal service) and 
various major bureaus and activities of other departments and agencies. Seven- 
teen audits covering 64 corporations and agencies were made under the Govern- 
ment Corporation Control Act, and 15 special site audit assignments were in 
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process. Further conversions from centralized audits to audits at the site of 
ponerse will depend primarily on the availability of personnel capable of doing 
this type of audit. 

During fiscal year 1953, 39 reports on comprehensive or site audits were 
submitted to the Congress or its committees. Fourteen of these reports were 
submitted pursuant to the Government Corporation Control Act and covered 
audits of the activities of 63 Government corporations or other agencies covered 
by that act. One other report under the Control Act was submitted shortly 
ahar the close of the year. Fourteen of the reports covered audits of other 
Government agencies or activities under the provisions of other laws or pursuant 
to special requests. The other 11 reports covered audits of selected activities of 
particular agencies and were used to bring important findings to the attention of 
the Congress or its committees, 

Significant comprehensive audit accomplishments 

Major accomplishments from audit activities are obtained as a result of con- 
gressional consideration of our formal audit reports. In addition, a great many 
accomplishments are achieved from our day-to-day audit activities and contacts 
with top-management people in the various agencies. Some of the most signifi- 
cant audit results, from a monetary standpoint, are those which improve operating 
efficiency and reduce expenditures rather than those which result in the recovery 
of expenditures once made. The following examples of current audit accomplish- 
ments illustrate these points and demonstrate the value of the comprehensive 
audit program. 

ur recommendation to the Board of Directors, Panama Canal Company, 
that stevedoring rates be increased resulted in an increase of about $275,000 in 
revenue for fiscal year 1953. Our audit had disclosed that in some cases the com- 
pany was barely recovering its labor costs. Billing procedures were also improved 
resulting in a reduction of the number of billing clerks required. 

2. The adoption of our recommendation that Canal Zone employees entitled 
to make purchases in company retail stores pay by cash after identification by 
card rather than pay by scrip ounces resulted in an estimated annual savings of. 
$250,000 by eliminating the cost of printing, handling, and auditing coupon books. 

3. Our survey of the activities of the Fiscal Service of the Treasury Depart- 
ment in connection with the issuance, redemption and destruction of paper cur- 
rency showed that the Federal Reserve banks redeemed most of the unfit currency 
of the United States. After redemption, the currency was cut in half and shipped 
in separate packages to Washington, D. C., where the half notes were counted by 
the Bureau of the Public Debt or the Office of the Treasurer. After verification, 
the half notes were destroyed by the Treasury Department by burning. Our 
survey indicated that the verification and destruction processes could be advan- 

eously combined with work performed by Federal Reserve banks with a con- 
siderable saving resulting from elimination of dual handling. We made a recom- 
mendation to this effect in April 1952 and also included it in our report on audit 
of the Office of the Treasurer of the United States submitted to the Congress on 
June 8, 1953. On June 24, 1953, the Treasury Department issued regulations 
effective July 1, 1953, incorporating our recommendation. It is estimated that 
annual savings of $500,000 will result from the change. 

4. As a result of findings in our audit of the Bureau of Customs, investigations 
were made by the Bureau and Commodity Credit Corporation with respect to 
disposition of wheat imported from Canada under a reduced tariff rate supiiceble 
to wheat unfit for human consumption. A preliminary audit report on this sub- 
ject was submitted to the Congress in November 1952, and the Senate Committee 
on Agriculture and Forestry held hearings on this matter on January 29, and 
May 13 and 15, 1953. An indefinite quantity of this wheat was milled into flour 
in the United States and exported. Subsidy payments were claimed from the 
Commodity Credit Corporation under the International Wheat Agreement pro- 
= Since the institution of the inquiry, subsidies amounting to $389,814 have 

on refunded to the Corporation. Additional cases are being investigated by 
the Department of Agriculture and additional refunds of improper export subsidy 
payments may be made. ¥ 

5. In our report on audit of Federal Housing Administration for the year ended 
June 30, 1952, we recommended that Federal Housing Administration be required 
to repay the Government’s investment in all insurance funds as soon as practicable. 
It was our belief that Federal Housing Administration could repay about $55 mil- 
lion without any adverse effect on its ability to operate in the foreseeable future 
inasmuch as in recent years receipts from most of its insurance funds were in 
excess of expenses and losses and its investment in Government securities. 
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amounted to $286 million at June 30, 1952. By Public Law 5, 83d Congress, 
Federal Housing Administration was directed to repay $8,333,314 out of the 
title I insurance fund by June 30, 1954, and by Public Law 94, 83d Congress, 
Federal Housing Administration was directed to pay to the Secretary of the 
Treasury for covering into the Treasury as miscellaneous receipts amounts 
aggregating approximately $57 million at such times as the Commissioner deter- 
mines, after consultation with the Secretary of the Treasury, that funds are 
available for that purpose. In addition, the latter act provided that Federal 
Housing Administration is to pay interest on these funds from the date they were 
advanced to the date of final payment. Interest to June 30, 1953, on these 
funds will amount to almost $20 million. The payment of interest had been 
advocated by this Office in its audit reports submitted to the Congress. 

Because of the knowledge of the operations of various agencies in the Depart- 
ment of Agriculture, acquired through the comprehensive audits made by this 
Office, we were called upon by the newly appointed Secretary of Agriculture to 
assist departmental auditors in making an audit of the corporations and lending 
agencies of the Department as of January 31, 1953, in connection with his assump- 
tion of responsibility as Secretary. This assistance was provided in the form 
of guidance, review and evaluation of the audit methods followed by the depart- 
mental audit staffs. The following corporations and lending agencies were in- 
cluded in the audit: 

Commodity Credit Corporation, Federal Intermediate Credit Banks, Banks for 
Cooperatives, Production Credit Corporations, Federal Farm Mortgage Corpora- 
tion, Agricultural Marketing Revolving Fund, Federal Crop Insurance Corpora- 
tion, Farmers’ Home Administration, and Rural Electrification Administration. 

During our review in 1952 of the compensation and pension program of the 
Veterans’ Administration, we observed that most of the dependency compensa- 
tion payments were being made to the parents of deceased veterans of World 
War II and that proofs of dependency had not been obtained since the compensa- 
tion awards had been made. We suggested to the Administrator of Veterans’ 
Affairs that he consider making a current determination of the dependency of 
parents of deceased veterans. he Administrator decided to review 10 percent 
of these cases with the result that compensation payments were discontinued on 
about 6 percent (about 1,300 cases) of the cases reviewed. In addition the 
review is being extended to all other awards of compensation to parents of de- 
ceased World War II veterans. The discontinuance of compensation payments 
in the 1,300 cases results in an estimated annual savings of about $725,000. 
Further annual savings from the extension of this review by Veterans’ Adminis- 
tration are estimated at $7,700,000. 

The comprehensive survey of the operations of the National Advisory Com- 
mittee for Aeronautics requested by the chairman of the Subcommittee on 
Independent Offices, Committee on Appropriations, House of Representatives, 
was completed during the year and the report thereon was transmitted to the 
subcommittee in February 1953. Following the 1954 budget hearings of that 
agency, the Senate Committee on Appropriations, in its report on the first inde- 
pendent offices appropriation bill, 1954, requested the General Accounting Office 
to make a study of the operation of wind tunnels by various Government agencies, 
with a view to recommending a plan for centralized use of such huge facilities to 
the end that economies may be effected in the use of power as well as personnel. 
This study is now under way and a report thereon is to be submitted to the 
committee by December 31, 1953. 


MILITARY PROCUREMENT 


We are continuing the comprehensive surveys of the procurement practices of 
the Army Ordnance Corps and the Air Force that were started in 1952 in recogni- 
tion of the enormous amounts of money being expended by these organizations. 
As auditors become available, surveys of this nature will be extended into other 
technical services of the Army and certain bureaus of the Navy. In this work we 
have emphasized the need for timely corrective action to eliminate wasteful 
practices and have stressed the necessity for the adoption of sound businesslike 
methods by contracting and procurement officers. Only by following sound 
practices can there be assurance that proper value is being received for the vast 
sums appropriated for the procurement of military items. 

Although much remains to be done in these areas, our work has resulted in a 
general strengthening of procurement practices and related management controls, 
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and has produced an appreciable amount of direct savings. Some illustrations 
of the type of specific accomplishments from this work are: 

1. In one contract we found that spare-parts units, received from a subcon- 
tractor in a vacuum-pack container suitable for export, were being moved from 
the containers by the prime contractor for reprocessing and the containers 
destroved. After reprocessing, the parts were repacked in new containers. As 
a result of our findings orders were issued to eliminate the duplicate export 
packaging. The contractor estimated that the savings will amount to at least 
$250,000 to the Government over the remaining life of the contract. 

2. A review of negotiation of another contract showed that the contractor had 
included in the price an excessive amount for State gross income tax. This error 
resulted in an excess cost of $234,000 and was called to the attention of the pro- 
curement officials who concurred in our findings and later advised that the con- 
tract price was being reduced by this amount, and that control is being exercised 
to prevent repetition. 4 

In addition to the surveys being made by this Office, we are also working with 
the Army Audit Agency and the Auditor General’s Office of the Air Force to 
have them extend their internal audits of procurement practices and procedures 
in their respective departments. 

3. Our survey at one installation disclosed that certain defective materials 
returned to vendors for replacement or rework had not been charged back to 
vendors, but remained in the inventory accounts. This was called to the atten- 
tion of the proper authorities and as a result $17,000 was collected from one 
vendor, and corrective procedures were installed to cover future chargebacks 
and collections for defective contractor-furnished materials. 

4. On one case of a price-redetermination contract, the contractor had made an 
offer in June 1952 to refund $22,419,042 in anticipation of a reduced contract 
price to be negotiated later, but no action to accept the offer or to recover the 
excess had been taken by Ordnance. We called this matter to the attention of 
Ordnance officials at the time of our examination in December 1952. As a result 
of our action a refund of $20 million was collected from the contractor later in 
that month, and procedures to collect such refunds promptly were initiated. 
The $20 million collected related to current appropriations and became available 
for the purchase of additional essential military items. 


Other site audits 


Site audits for the most part, cover payments under cost-type contracts and pay 
of civilian employees of the Government. 


COST-TYPE CONTRACTS 


At the close of the fiscal year some 3,000 contractors, with approximately 
12,000 vegas” 2 contracts were under audit by personnel of the General Account- 
ing Office. ese contracts ranged from multimillion dollar production and facili- 
ties contracts to relatively small contracts for research and development work. 
The quality of the audits by the military departments improved generally during 
the year, and as these audits improved we were able to reduce the amount of time 
devoted to this work, consistent with our basic responsibility. 

The objectives of our contract audits include an evaluation of the audit work 
performed initially by the auditors in the military departments and the utilization 
of their work to the extent appropriate. We are working closely with officials 
of the audit agencies of the military departments with a veiw to assisting them 
in continuing improvement of the quality and reliability of the work of their 
auditors. This has proved to be most satisfactory both for them and ourselves 
and has resulted in improved audit coverage and a reduction in the amount of 
time and expense devoted to this work. At the same time the scope of our audits 
of contracts and contractors’ records has broadened and become more effective. 
In addition to the recovery of improper or illegal payments to contractors, the 
broader scope of the audits has disclosed a number of significant matters that have 
led to additional recoveries and savings of which the following are illustrative: 

1. In the audit of a certain contractor’s records, we noted that the information 
in the report of the military audit agency being used by the contracting officer in 
ener a redetermined price failed to recognize certain important factors 
that would materially affect the costs of the remaining portion of the contract. 
We brought this to the attention of the contracting officer who was in the process 
of negotiating the redetermined price. He used the additional data developed 
by us and negotiated the new price for $2,811,041 less than the price would have 
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been had he relied solely on the report of the administrative auditors. The 
$2,811,041 saving was possible solely as a result of our work. 

2. We found that another contractor was issuing a separate purchase order for 
the quantity of each item purchased, even though a number of the items were 
being simultaneously purchased from the same supplier, which added unneces- 
sarily to administrative costs of the contract. he auditors for the military 
department concerned had criticized this procedure but no action had been taken 
to correct it. We discussed the situation with the contracting officer and the 
contractor and were able to bring about revisions in existing provedures to pro- 
vide for the use of multiple item purchase orders wherever possible. This reduced 
the amount of paperwork on procurement under this contract by approximately 
35 percent and represented a saving of over $50,000. 

3. We found that a rental contract had not been negotiated with one contractor 
who was using Government-owned equipment and facilities for fixed-price and 
commercial work. We brought this to the attention of the proper authorities 
and a rental contract for such use of the Government-owned property was exe- 
cuted, with the result that a collection of $75,000 was effected covering back 
rentals. Based on current operations of the contractor, future annual rental 
collections should approximate $68,600. 


PAYROLL AUDITS 


Audits of civilian payroll accounts were conducted at approximately 1,200 
locations during the 1953 fiscal year. Significant results have been realized from 
the assistance Farnihiel the agency staffs in strengthening and improving their 
administrative audit procedures. Personnel of the Division of Audits who are 
abreast of civil service and legislative requirements affecting Government em- 
ployment are constantly being utilized to improve other agencies’ payrolling 
operations. This utilization takes various forms, from answering individual 
telephonic requests on pay matters to a review of an agency’s payrolling operations 
with resultant recommendations to management. For example, administrative 
offices have been apprised of the lack of internal contro! in overtime, in leave, in 
not keeping the payroll office currently advised of matters affecting pay, and of 
decisions made by personnel which did not protect the interests of the Government. 


Centralized audit of vouchers and settlement of accounts 


The central audit of vouchers and the settlement of accounts of accountable 
officers are performed near the finance centers of the Air Force, Army, and Navy 
at Denver, Indianapolis, and Cleveland, respectively, and in Washington. The 
accounts are submitted direct to the central audit branches where the audit is 
performed on a selective basis. 


MILITARY AUDIT BRANCHES 


Accounts submitted by the disbursing officers of the military establishments 
are audited and settled on an offsite basis by three military audit branches of the 
Division of Audits. Complete responsibility for the operation and administra- 
tion of each branch is vested in a chief who is directly responsible to an Associate 
Director of Audits in Washington. 


CIVIL AUDIT BRANCH 


The Civil Audit Branch, located in Washington, audits accounts of civilian 
agencies not assigned for site audit. The accounts are submitted monthly by 
civilian disbursing officers direct to Washington, where the audit is performed on 
a selective basis by agency or bureau. The audit on an agency or bureau basis is 
& major departure from the previous audit by class of voucher, and the adoption 
of selective audit techniques gives full recognition to the Budget and Accounting 
Procedures Act of 1950 which provides that the extent of examination of vouchers 
and other documents shall be guided by generally accepted principles of auditing. 
Accordingly, the organization of the Civil Audit Branch is established to conform 
to the departmental plan and is composed of six audit sections on an agency 
basis, a procedure and review staff and a typing and service section, and is de- 
signed to accomplish a selective audit. 

The Civil Audit Branch was established on January 18, 1952, and is the result 
of a reorganization of the several sections which comprised the central dudit 
functions in Washington of the former Audit Division. The major advantages 
of the present type organization are: 
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1. Audit on an agency basis enables personnel to become better acquainted 
with appropriations, laws, regulations and practices of a particular agency. 

2. Costly grouping of vouchers by type and their eventual reassembly are 
eliminated. 

3. With the application of selective audit techniques based on exceptional expe- 
rience developed for each agency, the audit is performed at much less cost than 
a 100 percent audit with no material loss in effectiveness. 

4. During fiscal vear 1953, almost 19 million vouchers and 900,000 contracts 
= related documents were audited, on a selective basis, in our centralized 
audits. 

EXAMINATION AND SETTLEMENT BRANCH 


This Branch works closely with the Civil Audit Branch in Washington in per- 
formance of the central audit in Washington of disbursing officers’ accounts, 
other than military. It checks vouchers to accounts current, checks computation 
of accounts and vouchers, receives and controls the flow of accounts current, all 
received in Washington for central audit. Also it issues certificates of settlement 
for all accounts of civilian disbursing officers, including those for agencies under 
site and comprehensive audits performed anywhere. 

Over 9,000 accounts current including about 7 million related vouchers are 
received in the Branch each fiscal year. They reflect the financial transactions 
of over 5,000 bureaus and agencies of the Government. 

Controls of the accounts are kept by department and agencies, and because of 
the pee of accounts and agencies, the man-vears expended in this operation 
run high, 

As a result of revised audit approaches, some significant corrective action has 
been brought about which will prevent improper expenditures and increase opera- 
tional efficiency. An example which may be cited in this connection has been 
furnished by the Army Audit Branch. Auditors of the Branch rendered technical 
assistance in the training of Army personnel in the administrative examination of 
regularly closed military pay records. As a result of this project the amount of 
notices of error issued by the Army Finance Center to disbursing officers increased 
during the period from July 1 to December 31, 1952, as compared to those issued 
during the prior 6 months, from $59,504.58 to $321,385.01. 


Reconciliation of checking accounts 

The Depositary Accounts Branch reconciles the depositary and checking ac- 
counts of the disbursing officers of the United States Treasury, Department of 
State, military departments, and other agencies. The largest section, Electrical 
Accounting Section, is engaged in reconciling the card checks. The paper cheeks 
are reconciled manually in the Check Accounting Section which has a Reconcilia~ 
tion Unit and a Review Unit. The Branch has a Check Service Section which 
receives and controls the checks, services the machines, provides information, 
and services the files. 

As a result of experience gained in the use of electrical accounting equipment 
and improved methods used in the processing of checking accounts, this branch 
has increased its man-year production in the audit and reconciliation of depositary 
accounts and card checks by the use of electrical accounting equipment from 
926,942 checks in 1952 to 1,111,186 checks in 1953. 

There are shown in the table below the collections resulting from the audit ex- 
ceptions taken by the various activities of the Division of Audits: 


Centralized audit branches: 


Washington site and comprehensive 3, 298, 126 


1 Recoveries in the sum of $1,290,519 were made in connection with overpayments on termination settle~ 
ments under the Contract Settlement Act of 1944. 
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Mr. Putiirps. At the same time I call the committee’s attention, 
without going into so much detail from the report, to the audit 
accomplishments which are just as commendable as the accomplish- 
ments of the investigating division, return of errors, charging off 
of income tax by local contractors, State income tax deductions, another 
case of an offer of refund of $22,419,042, on which no action was taken 
by Ordnance, and the GAO finally managed to collect $20 million. 

When you realize we were only a few hundred million from the 
debt limit this last summer while we were in recess, you realize that 
$20 million cash money is something we are very glad to have. 

Payroll audits, and so forth, are all shown here. 


EUROPEAN BRANCH 


We have Mr. Domers here, head of the European Branch. I notice 
Mr. Domers modestly did not include in his section of the book 
beginning at 139 some of the equally outstanding and equally startling 
results of some of the investigations abroad. I think particularly the 
discovery that the quarters allowances were not being properly 
charged resulted in a material saving over a long period of time. 

ould you say I was right? 

Mr. Domers. That is true. That particular assignment is not 
completed as yet. We have given 145 cases to the command at 
Frankfurt and they have assured us that they will take immediate 
steps to recover improper payments made to these officers. They 
have also issued instructions to all commands to review all cases 
of officers occupying Government quarters. 

Mr. Puiturrs. The attitude of a member of the armed services has 
not changed very much since the First World War. If he gets less 
than he thinks he is entitled to on his check he immediately protests. 
But if he gets more than he knows he is entitled to, he doesn’t men- 
tion that but considers it an act of God. 

Mr. Doers. It is an amazing thing. 

Mr. Puiturps. He hopes the paymaster will not catch up with him. 

Mr. Domers. They do not seem to realize they received more 
than they were entitled to. 

Mr. Puiturrs. The European Branch is doing all this with 42 
people which is commendable. 

Mr. Warren. While you are on that subject may I inform the 
committee of this, something I decided yesterday? We are about 
to make large defense expenditures in Spain. I have authorized the 
increase of two of our personnel to be sent to Spain. 

Mr. Pxiturps. Open an office there? 

Mr. Warren. Not an office. Just these people to be stationed 
there. They will be on top of the situation at the very beginning. 

Mr. Putuutrs. I think that is good. I think this committee should 
take a lot of pride in this. This is an administrative problem but 
this committee had to put up the money for it and did it deliberately 
and knowingly in the belief it would be extremely desirable to have 
men on the ground in these European offices. We have four offices— 
Frankfurt, London, Paris, and Rome, men now about to be stationed 
in Spain, and just the fact, which Mr. Domers will concur in, and I 
will ask this as a question—is it not a fact that just having these 
offices there, even though they may not be engaged in some specific 


372 


investigation of some particular agency of Government at the mo- 


ment, has a tendency to cause the agency to consider a little more 
carefully how it spends the taxpayer’s money? 

Mr. Domers. That is entirely true. I have been impressed by the 
change in approach in the administrative agencies in Mes since I 
first went over, which was in July of 1952. It is somewhat like the 
cop on the beat reaction. The cop on the beat makes few arrests but 
his mere presence there actually prevents a lot of improper acts. 


HEATERS FOR JEEPS 


Mr. Putuurrs. This matter of the heaters for the jeeps is not en- 
tirely clear to me. Evidently the intent was to order a small heater 
for the cars and trucks, and either deliberately or by some confusion 
they ordered a heater which would have heated this room. 

Mr. Domers. Mr. Chairman, at this point, our big problem in 
Europe, and that is the reason you see so little in our justification, is 
that everything is classified. 

Mr. Puuurrs. Is that in the justification at all? 

Mr. Doers. I don’t think it is. 

Mr. Puiurrs. [ have seen the photographs of these heaters. They 
are so big that they are stuck not on the > acer side of the jeep but 
the other side, practically shutting off the window. The cost per item 
was $300. 

r. Domers. They range from $267 to $340 as opposed to $20 or 
$25. 

Mr. ANprews. What did the jeep cost? 

Mr. Domers. The jeep costs some two thousand dollars. 

Mr. Anprews. The heaters cost about 15 percent of the cost of the 
jeep? 

: Mr, Domers. There certainly was criticism of the way it was done. 

Mr. Puaruures. That information is not in the justifications but I 
am making it public.There are certain times when information classi- 
fied as security information should be declassified by this committee. 

Mr. Yares. For what possible reason would this be classified? 

Mr. Puiuurps. It would be embarrassing to the officer who made 
the purchases to have it made public. 

Mr. Yares. Is this for the security of the Government, or for the 
security of those people? 

Mr. Puatuuips. For the security of the office. The subcommittee is 
declassifying the letter right now with the statement that $25 heaters 
were supposed to be ordered for the cars and they actually ordered 
$300 heaters. 

How many of them were there? 

Mr. Domers. There was a total of 4,398 requisitioned, at a cost 
of approximately $1,300,000. Of this number 1,845 had been shipped 
to Leghorn, Italy, before the error was discovered and request made 
for cancellation of the balance of the order. 

Mr. Paris. There was $1,300,000 involved in the purchase of 
the heaters. What kind of fuel do they use for those heaters—oil; 
or do they have to carry along a stationary engineer? 

Mr. Domers. I have some pictures here. Here [exhibiting] is one 
installed inside of a truck. You can see how big it is, and then 
consider that is the interior of a large truck. 

Mr. Yates. That is not a jeep. 
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Mr. Domers. No; that is not a jeep. We do not have a picture 
here of a jeep. 

Mr. AnprEws. This heater was to go in a jeep? 

Mr. Doers. I understand they have been used in jeeps. 

Mr. Puiturps. When I saw the picture of the jeep it showed the 
heater on the other side of the driver, and it resulted in closing off 
most of the windshield. 

Mr. Anprews. Who ordered these heaters? 

Mr. Pures. That is the question. I believe the Army’s state- 
ment is that this was a mistake. 

Mr. Doers. That is right. 

Mr. Puiturrs. They were supposed to be sent somewhere else, 
robably to Africa if a historic military custom was being followed. 
t was a mistake to send them to Germany in the first place. 

Mr. Domers. I have a letter from the commanding general of the 
United States Forces in Austria on this matter, dated December 21, 
1953. It is classified as “confidential.” 

Mr. Puiturrs. The sub-committee is declassifying it. We shall be 
glad to discuss this with the Army’s security officer if he objects. 

Mr. Domers. He closes his letter by saying: 

Supply personnel now under my command have been made cognizant of the 
importance of thorough screening and editing of every type of logistical require- 
ment. Recurrence of incidents similar to the one reported upon is not anticipated 

Mr. Tuomas. Who is the general? 

Mr. Domers. Lt. Gen. W. H. Arnold. 

Mr. Tuomas. What is the date of the letter? 

Mr. Domers. The date of the letter is December 21, 1953. 

Mr. Tuomas. He had only been over there about 2 weeks. 

Mr. Domers. He may have been over there for 7 or 8 months. 

Mr. Tuomas. Who is the man who actually made the purchase? 

Mr. Doers. It was actually authorized by the commanding gen- 
eral of the command. 

Mr. AnpREws. Who was he? 

Mr. Domers. I do not know who was in command on the date the 
requisition was approved. 

ir. ANDREws. How many had been installed? 
4 Mr. Dommrs. I do not believe they have used more than half a 
ozen. 

Mr. Anprews. Of course, after you started checking this trans- 
action they stopped installing them, or trying to, because they could 
not install them. 

Mr. Domers. They were not issued for use. They installed a few 
experimentally and found they could not use them. 

r. THomas. The question is, Who bought them? 

Mr. Domers. That should be asked of Mr. Ellis, I believe. 

Mr. Puttutrs. Do you know? 

Mr. Etuts. This report has just come in; I have not had an oppor- 
tunity to study it. 

Mr. Putuuips. gg ‘ome we ask you to put in the record at this point 
who bought them, how many, from what company and where the 
Army says they were intended to go. The price was some $340 a 
piece, Government price, compared to about $25 for a heater you buy 
at ordinary prices. 
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Mr. Exits. Overseas Requisition No. AC-391, August 21, 1952, 
for 4,398 personnel heaters, was submitted by Headquarters, United 
States Forces in Austria, to the Commanding Officer, Port of Em- 
barkation, New Orleans, La., who in turn referred it to the Ordnance 
Tank Automotive Center, Detroit, Michigan. If we develop any 
further information on this purchase, it will be submitted to the 
subcommittee. 


GOVERNMENT-OWNED BUILDINGS IN FOREIGN COUNTRIES 


Mr. Puttuips. Now let me jump quickly to something else that I 
think the State Department eeubh like to consider classified. When 
Mr. Wigglesworth and I were in Paris in September of 1949, we 
inspected from top to bottom a building known as the Rothschild 
mansion which, after the war, had oe by the Government 
as a residence for the Ambassador. The Ambassador, to whom we 
talked, indicated he did not care to live in it. He preferred to live in 
the residence which has been the residence of the American Ambassa- 
dor for many years and is appropriate and entirely satisfactory, with 
one exception, that is, he would like to have a little more ground. 

We had quite a lot of money in those days that we had accumu- 
lated from return lend-lease and other material. 

Mr. Doers. They had a considerable sum. 

Mr. Patuurrs. With the general type of young men then in the 
State Department, it was considered criminal to return any money to 
the taxpayers, so they were engaged in an operation of spending this 
money. 

I think it might be well to put in the record the ownership and the 
number of buildings in 1946 in our whole Foreign Service; the square 
footage, and so forth. You do not have that? 

Mr. Domurs. No; I do not. 

Mr. Puiturpes. We probably made 1,000 purchases at that time. 

Mr. Domers. You are speaking now of all buildings? 

Mr. Putwuips. All kinds of buildings for all purposes. 

Mr. Domers. All over the world. 

Mr. Puruuips. All over the world, for the State Department and 
other agencies, all bought out of this fund we had accumulated at 
that time. 

(The information may be found on p. 1165.) 

Mr. Puturrs. The owner of this building, Baron Rothschild, offered 
it to the United States at an agreed price of about $1,900,000 for the 
property. He wanted it in hard money, but we did not have that kind 
of funds, so it was finally understood he was to get half in Belgian 
franes and half in French francs. 

He also had a certain length of time to vacate the house. He was 
not living in the house; he was living down the street in a hotel, 
because it was cheaper to keep the big mansion closed that it was to 
open it up. He only opened it up on special occasions. 

In the interval between the time the building was sold and the actual 
deed was signed and we took possession, the baron had gone in and 
removed old carved oak paneling, pictures, statuary, tapestries, 
paintings, and even the banisters to the staircase, which were marble, 
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and that wide [indicating], and running up two floors. He was 
questioned by the Ambassador and he said, Oh, he was taking the 
paneling out to clean it. The Ambassador and the buildings officer 
said that in America it was the custom to clean the panelling in place. 
The baron said that was not the French custom; that they sent it out 
to be cleaned. By the time we got the building it was completely 
stripped and Mr. Wigglesworth and I made this matter public in 1949, 
and I referred to it again in 1951. This year it is just a shell and is of no 
great value to us except to tear it down and build something else there. 

Now I come to the point of all this. Mr. Domers’ investigators were 
there and the committee’s investigators. They talked to the young 
man who was responsible for this fiasco. He had dealt with the French 
without making any written contract. He is still in the employ of the 
State Department 4 years after this fiasco and his excuse, which was 
the first time I had heard that in the 4 years, was he had been ordered 
by the Washington office of the State Department to go ahead, no 
matter what the baron did or took out, because the ground alone was 
worth the price. That may be; I won’t challenge it, but I will say that 
was the first time any officer in the State Department thought it un. 

Then after we came back and I made this public again, the State 
Department came out with the statement that they were fully aware 
of this situation and the baron had made a $50,000 reduction in his 
shay to pay for the items he took out of the building. In 4 years, 

had never heard that before. I do not think it was so. 

I ask you if you ever heard that? 

Mr. Domers. After you gentlemen left Paris, they did show us 
evidence of an adjustment in price. 

Mr. much? 

Mr. Doers. I do not remember the precise amount; but that 
information was sent to the Subcommittee on State, Justice, and 
Commerce Appropriations. 

Mr. Puaruurps. That is very interesting; because, first of all, $50,000 
would not begin to cover it; second, it was the first time in 4 years 
the State Department thought of what I think would be the first 
thing to be thought of under circumstances like that. 

I will conclude by saying what the baron did was to take out the 
oak paneling, have gelatin molds made of it, pour plaster of paris in 
them, and put the plaster of paris imitations back in the house, and 
then paint them with copper paint instead of the gold leaf taken out. 
And $50,000 is a very small adjustment to make on the price of that 
building which we bought with the intention of living in it. We now 
will tear it down and build us something else eventually. It is an 
indication to me of the inefficiency of the people in the State Depart- 
ment who handled those purchases abroad, and is an excellent 
argument in favor of the European branch of the GAO. 

efore I go to the Claims Division, suppose I ask the members of 
the committee if they have any questions. 

Mr. Warren. Before you do that, may I insert something for the 
record? 

Mr. Paruuirs. Yes. 
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FIFTH ANNUAL PROGRESS REPORT UNDER JOINT ACCOUNTING PROGRAM 


Mr. Warren. I hold in my hand the fifth annual brognees report 
under the joint accounting program, that I think is too large to put 
into the record. 
Mr. Puituips. It seems a little long to put in the record, but I 
uge st you file it with the committee. 
Mr 


8 
. WarREN. We were going to release this today to the agencies, 
thinking it would be very helpful to them. I have here just 5 pages 
of the highlights of this report. 
Mr. Puiturps. Suppose you give one to the reporter. 
Mr. WarreN. We are talking about waste and extravagance. As 
a refreshing contrast, I think you will find this report truly remarkable. 
If you have time to read these 5 pages of the highlights it will be 
more than worth your while. These are the constructive and pre- 


ventive efforts resulting in improvements in accounting and inte 
controls in agencies oe the Government, including many 
instances of substantial savings. 

(The matter above referred to is as follows:) 


GENERAL ACCOUNTING OFFICE 


Illustrative highlights from 1953 progress report under the joint program to 
improve accounting in the Federal Government, as conducted under the leader- 
ae — General Accounting Office, Treasury Department, and Bureau of 
the Budget 


Inasmuch as the progress report itself represents only an illustrative summary 
of improvements made this year in the Government’s accounting, any effort to 
capture in a few pages the aggregate effect of these reported achievements cannot 
do justice to the real worth and extensive spread of the truly impressive gains 
realized in all program areas. However, to give some indication of the extent and 
kind of progress which has been made, some of the items contained in the report 
are highlighted below. 

A. GENERAL DEVELOPMENTS 


These include representative activities of the three central fiscal agencies relating 
to their responsibilities in their respective fields and are in addition to the guidance 
and assistance furnished by them on a day-to-day cooperative basis in connection 
with specific projects under the joint program for which the operating agencies 
have prime responsibility. 

1. Central accounting 

Final steps in the elimination of outmoded centralized warrant processes taken 
through issuance of Joint Regulation No. 4 by the Secretary of the Treasury and 
the Comptroller General abolishing accountable warrants and covering warrants. 
This completes foundation for proceeding with intensive development of suitable 
integration of Treasury accounting with agency accounting. organization of 
Treasury accounting function to this end saves $98,000 annually in Treasury. 


2. Central financial reporting 

Based upon simplifications in agency-Treasury accounting relationships, pro- 
gram to revamp Government’s financial reporting practices agreed to in principle 
by Comptroller General, Secretary of the Treasury, and Director of the Bureau 

the Budget, and now under development. Plan calls for establishing and pre- 
senting overall receipt and expenditure data of the Government on a consistent 
basis for purposes of: Treasury financial reports for the Government as a whole; 
the Budget; agency reports on status of appropriations; and special reports to 
Congress. In addition to providing greater consistency in financial data available 
to all concerned these revam>ed reporting practices will result in better information 
for review and control of Government spending. 
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3. Budgeting 

Expanded development in the agencies of integrated budget and accounting 
systems that employ common classifications for programing, budgeting, account- 
ing, and managerial control. The 1955 budget will include 110 business-type 
budget presentations, an increase of 11 since 1954 budget document. 1955 budget 
also reflects changes in budget classification of 42 organization units. In 27 cases, 
appropriation pattern changed to simplify agency’s financial structure. 


4. Other general developments 


Include: (a) Development of potentials of electronics in the integration of 
check reconciliation and accounting operations with check payment and related 
processes; (b) continued conversion of paper checks to punched card checks thus 
far has saved, governmentwide, approximately $350,000 annually—of 32 million 
checks which remained to be converted as of last year, 15 million have now been 
so converted; (c) modification of GAO regulations has effected other simplifica- 
tions and economies throughout the Government including confirmed annual 
savings in Division of Disbursement, Treasury Department, of $148,000 instead 
of $66,000 previously estimated under voucher-schedule procedures extended to 
the agencies for which the Treasury disburses; (d) procurement simplification 
regulations issued by General Services Administration in collaboration with GAO 
authorize blanket purchase arrangements in interest of economy and simplifica- 
tion. Also, other regulations issued in this area authorize interagency use of Jocal 
term contracts thus obviating necessity for several agencies or organizational units 
of same agency located in same place to enter into separate contracts for same 
services; and (e) substantial amount of work done on plan of handling Govern- 
ment transportation requests to provide centralized billing by carriers, in lieu of 
present billing at more than 3,000 locations, and yet permit recording of costs of 
such requests at locations where agencies’ accounting decentralized. 


B, AGENCY PROGRESS 


The various examples of agency progress set forth below have been selected 
from part II of the report to give some indication of the diversified nature and 
breadth of coverage of the accounting developments and improvements carried 
out by the individual agencies largely on their own initiative. By no means are 
these examples exhaustive or even fully representative of the total progress that 
has been accomplished by the agencies this year. 

1, Property 

(a) Outstanding progress made by the Department of the Army in developing 
financial accounting for worldwide inventories of the Army Establishment—this 
property accounting system, which provides for expression of all supply items in 
terms of dollars as well as items, has been installed in all continental United States 
depots of technical services except Ordnance Corps which is to be completed in 
early 1954—necessary groundwork also laid to install system in continental 
United States posts, camps, and stations and selected overseas commands— 
since 60 percent of available Army funds tied up in supplies and equipment, even 
a small reduction in investment through improved financial control provided 
would run into hundreds of millions of dollars; (b) other significant property 
accounting developments in Department of Air Force through establishment of 
monetary supply accounting in all 16 Air Materiel Commands and in Department 
of Navy through improved inventory controls under stock fund operations; 
(c) also, important property accounting improvements in Department of Agri- 
culture, Department of Health, Education, and Welfare, and Department of 
Justice, particularly as a part of overall program spearheaded by General Services 
Administration for better property and supply management in the Government. 


2. Development and installation of complete accounting systems 


Marked progress in many agency areas in completing full-scale accounting 
systems development and installations, many of which incorporate significant 
cost features and integration of programing, budgeting, and accounting. These 
include: (a) Corps of Engineers (civil functions), Department of Army—com- 
mended highly by both Senate and House Appropriations Committees in reports 
on 1954 appropriation bill with latter committee recommending study of system 
in operation to other agencies in military construction field; (b) 16 activities in 
Department of Navy converted to industrial fund installations, including 2 
shipyards, 2 ordnance installations and Marine Corps clothing factory—total 
industrial fund installations in Navy now 29; (c) also, in Navy Department, Ma- 
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rine Corps commenced operations under rE, stock fund on July 1, 1953; 
d) Alaska Road Commission, Department of the Interior—system approved by 

mptroller General in April 1953; (e) also, systems developed and installed in 
Bureau of Land Management, Bureau of Mines and Office of the Governor of, 
Alaska, in Department of the Interior; Federal Extension Service and Motion 
Picture Service, Office of Information in the Department of Agriculture—improved 
systems installed; (9) system of Bureau of the Mint, Treasury Departmen 
officially approved; (h) Bureau of the Budget; (7) systems developed and installe 
for operations, matching fund, and stockpiling programs of Federal Civil Defense 
Administration; (j) Government Printing Office commenced operations under 
revolving fund July 1, 1958, utilizing accrual basis of accounting and submitting 
annual budgets on business-type basis; and (k) Selective Service System in which 
simplified, fully decentralized system, with allotment control accomplished en- 
tirely through general ledger, has been enthusiastically received by State direc- 
tors in 57 locations, and has effected many economies. 


8. Other major systeris work underway 


Include: (a) Soil Conservation Service, Department of Agriculture; (0) 
extension of industrial funds in 26 activities of Department of the Army schedul 
by July 1, 1954; (c) development of integrated budget and accounting system in 
Department of Air Force on an accrual as to encompass all assets, liabilities 
income and expense; (d) Post Office Department in which major accounting and 
financial administration improvements are being made incident to adoption of 
modern concepts of controllership and attendant business-type approaches for 
accounting, budgeting and costs; (e) Internal Revenue Service, Treasury De- 
partment, which is developing its revenue accounting system as a part of a vigorous 
management improvement program; and ip) Panama Canal Company with 
emphasis on developing costs on an “activity” accounting basis. 

4. Examples of savings 

The most significant savings resulting from accounting improvements, by far, 
are those which cannot be separately identified since they are reflected indis- 
tinguishably in more economical management made possible by improved 
financial information. However, substantial savings have also resulted which are 
directly attributable to simplifications and improvements in accounting procedures, 
of which the following are some examples from the past year: 

(a) Reduction of 10 man-years in Rural Electrification Administration, 
Department of Agriculture, through «doption of revised system for loan accounts. 

63) Reduction of 63 employees in 1953 in the Division of Accounts, Maritime 
Administration, ae ng of Commerce, attributed in part to revised accounting 
methods and procedures. 

(c) Department of the Army saves $3,000,000 in 7 activities operating under 
improved management controls provided by industrial funds—also, inventories 

uced by $7,000,000 through accounting disclosures of excessive levels. 

(d) Department of Air Force increased collections of reimbursable transactions 
from $22,500,000 4 years ago to $66,000,000 this year after installing improved 
accounting control over receivables. 

(e) Savings of $200,000 annually in check issuance and postage alone ac- 
complished in Department of Health, Education, and Welfare through use of 
improved check procedures for old-age and survivors insurance payments. 

(f) Improvements in accounting system of administrative and legal activities 
of Department of Justice save $58,000 annually, including elimination of 14 

itions. 
pa) New fee accounting procedures in Immigration and Naturalization Service, 
Department of Justice, save $100,000 annually, including 20 positions but 
excluding postage, stationery, ete. 

(hk) Post Office Department, through improved procedures for postmaster 
accountability, saves preparation of 235,000 daily financial statements per year 
and submission of 200,000 reports per year by postmasters in 300 largest post 
offices alone. Also, other paper work in documentation of postmasters’ accounts 
reduced by at least 75 percent. For example, 66 pounds of documents formerly 
required to support 1 account for 3 months period in Boston post office reduced to 
several ounces of material. 

(?) Number of financial reports uired to be submitted to Department of 
State and Division of Disbursement, Treasury Department, by Foreign Service 
posts reduced 50 percent by adoption of imprest fund techniques. 

(j) Bureau of Public Debt, Treasury Department, saves $1.7 million annually 
through revised procedures for handling retired United States savings bonds and 
destruction of unfit United States currency. 
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(ky General Services Administration effects savings of 15 man-years and reduc- 
tion of inventory records from 80,000 to 5,500 through improved inventory cards 
in Emergency Procurement Service. 

(2) Veterans’ Administration saves or will have potential savings of (1) $400,000 
annually through new machine accounting system for dividend credit and deposit 
accounts in all district offices: (2) $185,000 from improvement of insurance 
premium record card; (3) $25,000 in allotment procedure improvements; (4) 
$889,000 in excessive charges recovered through improved institutional audit 
techniques; (5) collection of $750,000, which might not otherwise have been 
collected, through improved procedures relative to unpaid 1948 insurance dividend 
accounts; (6) $50,000 annually through elimination of asset checks of deceased 
recipients of veterans benefits; (7) $750,000 on postage alone through improved 
insurance premium billing: (8) elimination of typing of 6,000,000 checks in Treas- 
ury Department through improvements in transfer posting procedures; and 
(9) $645,000 annually through simplified renewal procedures for national service 
life insurance term policies. 

(m) Savings in excess of $65,000 annually in Railroad Retirement Board 
through changes from quarterly to annual wage reporting by employers. 

(n) Selective Service System saves 11 man-years, eliminates 53 bookkeepin 
machines and eliminates 4,650 allotment accounts through development ae 
installation of simplified and decentralized accounting system. 


CLAIMS AND TRANSPORTATION DIVISIONS 


Mr. Puituips. At this point there will be inserted the justifications 
for the Claims Division and the Transportation Division. 


Diviston 


Scope and nature of work program 


Namber Average Net salaries Change in 


number salaries 


867 
720 


Estimates are based on the reorganization of the Claims Division along func- 
tional lines and represent the minimum requirements and the best distribution of 
personnel consistent with anticipated workloads for the fiscal year 1955 and the 
revised estimates for 1954. The revised estimates for 1954, which will bring us 
within our approved budget for this fiscal year, call for a net average of 775 
employees or a net reduction of 89 positions from the 864 employees actually on 
the rolls on July 1, 1953. This average, it is expected, will be attained by a reduc- 
tion in force which will result in our having no more than 740 employees on the 
rolls as of November 30, 1953, and, thereafter, by not filling vacancies except 2s 
absolutely necessary in typing or other essential positions, reach a figure of 720 
by the close of the fiscal year 1954. The estimates for 1955 call for a net average 
of 700 employees. Since it is contemplated that we will have no more than 702 
employees on the rolls on July 1, 1954, this average will be met, consistent with 
the policy expressed above, by not filling vacancies except as absolutely necessary 
to tk e end that we will have no more than 675 employees on the rolls on June 30, 
1955. 

The reorganization of the division along functional lines has as its objective 
the attainment of a more efficient and effective organization, particularly as it 
relates to the collection of indebtednesses due the United States. As you are 
aware, this function has come to the fore in recent years and it is thought that 
our efforts will be more effective if we have this work concentrated where it can 
be more closely supervised and employees assigned to this class of work will be 
devoting their full time to the attainment of this objective. Also, this concen- 
tration lends itself to a production line process which, necessarily, we must adopt 
in order to accomplish the task with a reduced number of personnel. 

In addition to the concentration of the debt function under a debt branch, the 
reorganization calls for the consolidation of the remaining functions of the former 
Miscellaneous and Contract Sections and the Army and Navy Sections into Civil 
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and Military Branches, respectively. The concentration in this manner will 
permit closer supervision and enable the respective Branch Chiefs to devote 
more time to administrative and procedural matters instead of being saddled 
with so many details of a technical nature. 

Also, the addition of a Deputy Director of the Claims Division will permit of 
closer overall supervision and will result in more effective management of the 
Division from the standpoint of both internal operations and the coordination of 
the claims and collection activities of the various departments and agencies of the 
Government with those of this Office. It is expected that, at least initially, the 
incumbent will direct his efforts largely to the matter of working with and through 
the Liaison, Procedures, and Internal Review Staff toward the attainment of this 
objective. 

n addition to the foregoing, another major change in the organization was the 
abolition of the Check Section and the absorption of the remaining Check Section 
functions by the Preliminary Section. This action was made ible by recent 
changes in procedure permitting disbursing officers to retain indefinitely unde- 
livered Pod thus reducing the number transmitted to this Office for safekeeping 
and subsequent disposition, and general regulations No. 118, dated September 9, 
1953, transferring jurisdiction over all except doubtful claims of nonreceipt of 
paid checks to the Office of the Treasurer of the United States. 

Debt collections resulting from the efforts of the Claims Division, including 
recovery of overpayments of allotments and family allowances reported by the 
Department of the Army and Navy, totaled $7,363,035 for the fiscal year 1953. 


TRANSPORTATION DIVISION 


Scope and nature of work program 


Fiscal year Number | | Net salaries | Change in 
1, 525 1,475 | $6,345,000 
1, 475 1, 400 6, 053, 600 —$291, 400 


Bills of common and contract carriers for freight and passenger transportation 
services furnished on Government bills of lading and transportation requests and 
for a substantial number of Government shipments moving on commercial bills 
of lading are examined for compliance with applicable tariffs, rates, and special 
rate and fare agreements only in the Transportation Division, which collects 
directly from carriers overpayments for such services, adjudicates generally all 
claims by carriers in connection with freight and passenger transportation services 
furnished the United States and prepares drafts of reports to the Attorney General 
in connection with all suits by and against the United States involving trans- 
portation rates and charges. 

The Transportation Division during the fiscal year 1953 collected directly from 
carriers and deposited into the Treasury the sum of $37,625,824, or about $900,000 
more than was collected and deposited during the preceding fiscal year. Durin 
the last 13 fiscal years a total of $495,900,491 has been collected and deposite 
into the Treasury because of overpayments made to carriers. 

During the fiscal year 1953, the Transportation Division examined 3,575,486 
bills of lading and 4,066,360 transportation requests; reaudited or reexamined 
6,544,911 bills of lading and 3,976,336 transportation requests; adjudicated or 
settled 53,333 freight and 6,074 passenger transportation claims against the 
United States; settled 14,193 claims by the United States against the carriers in 
connection with free billing, administratively reported debts, and export claims; 
disposed of 51,632 appeals and protests in connection with actions taken; trans- 
mitted debts to the Department of Justice for collection against 72 carriers 
involving 3,651 bills of lading and transportation requests; and considered and 
furnished reports to the Attorney General as to 13,978 bills of lading and trans- 
portation requests which were the subject of legal actions against the United 
States. In connection with these activities there were issued to carriers of all 
types 110,208 freight and 53,787 passenger notices of overpayment (form 1003) 
in the sums of $38,312,707 and $4,486,397, respectively. In addition to the 
$37,625,824 mentioned in the previous paragraph, the Transportation Division 
collected for deposit in the Treasury and forwarded to administrative agencies 
refunds from carriers aggregating $244,464. 
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During the fiscal vear 1953 the Transportation Division continued its significant 
progress in accomplishing the work goals. One of the goals mentioned in con- 
nection with previous estimates was to bring current audit work to a satisfactory 
status during the fiscal year 1953. This goal now appears within reach during 
this fiscal year since transportation payments made 18 months ago are presently 
under audit. Another such goal was the substantial completion of the reaudit 
program by the end of the fiscal year 1956. Predicated upon a continuation of 
the work accomplished during the fiscal year 1953, this objective can be realized. 
In fact, at this time the progress of the freight reaudit is slightly ahead of the 
projected time schedule and the passenger reaudit time schedule has been revised 
to reflect accelerated progress. Finally, in the area of adjudication of claims 
filed by carriers against the United States, the backlog of this work has been 
reduced from about 215,000 unsettled claims on hand about 4 years ago to about 
38,000 on hand June 30, 1953. Continued emphasis is being asserted to achieve 
claims settlements within 6 months after receipt in this Division whenever the 
pertinent records are available in the General Accounting Office. 

Representatives of the Transportation Division and of the Office of the General 
Counsel have actively cooperated with the Commissioners of the Court of Claims 
and attorneys of the Department of Justice in an effort to reduce the backlog of 
suits involving transportation matters on the court docket, incident to which the 
Court of Claims recently promulgated a revision of its rules which require carrier 

laintiffs to disclose fully the details and bases relied upon in suits filed against the 
Tinited States. Such revised pleadings materially assist the Government gener- 
ally in readily ascertaining the pertinent matters involved and permit accelerated 
trial and disposition of controversial matters. Acceptance by Federal courts 
generally of such pleading practices is now being pursued and should reduce the 
work burden of local offices of United States attorneys. 

There was continued during the fiscal year 1953 the participation of this Divi- 
sion in meetings with carriers in Washington and elsewhere for the purpose of 
considering mutual billing, accounting, rate and claim matters, and in joint 
surveys within this Division of matters pending before it. The practice of this 
Division of having its representatives attend meetings outside of Washington with 
carrier groups so that procedures could be revised to eliminate unnecessary costs 
to carriers and to this Division have been extremely fruitful. In each of these 
meetings with sizable groups of carriers or with smaller groups affected by major 
problems there were considered and resolved important rate and accounting 
difficulties. Meetings of this type have been arranged by military and civilian 
agency transportation management, traffic and disbursing officers, as well as by 
carrier groups, and requests were made upon this Division for participation in 
order that the maximum benefits could be realized for Government agencies, the 
General Accounting Office and the carriers. 

This Division at the request of representatives of the Air Transportation 
Association and the International Air Transport Association, which organizations 
represent all American airlines in foreign and domestic service and over 90 percent 
of all foreign air carriers met with representative committees of these organizations 
and resolved accounting, billing, and rate problems for services furnished military 
and civilian agencies of the Government on a worldwide basis. 

Also, representatives of this Division surveyed transportation procurement and 
permenant procedures of the military departments in the United Kingdom and 

urope. As a result joint consideration by the Department of Defense and the 
General Accounting Office of problem areas has resulted in the initiation of changes 
within the military departments which will ultimately result in joint savings of 
time and effort and standardize foreign transportation procurement and payment 
procedures. 

As a result of the efforts of this Division to secure maximum cooperation be- 
tween business and Government, an increasing number of carriers visit this 
Division so that the disposition of outstanding problems may be accelerated and 
carriers’ billing and claim procedures made consistent with pertinent tariff provi- 
sions. Each day conferences are had with representatives of several types of 
carriers and carrier organizations. One of the measureable benefits derived from 
the programs, surveys, and conferences was the cancellation or withdrawal by 
carriers during the fiscal year 1953 of 5,069 claims against the United States 
involving $2,018,411. 

The Transportation Division continues to urge carriers generally to visit the 
General Accounting Office, whenever in the District of Columbia, to discuss their 
internal accounting and billing practices as related to Government-payment 
examination and ¢laim-settlement processes. Substantial operating savings have 


been realized by carriers of all types, by Government agencies and in this Division 
as result of Division efforts to subject various areas of differences to management 
consideration. This coordination of effort has worked to the great good of all 
concerned, through the continuing rejection of wasteful methods and procedures 
in a matters and the promoting of correct shipping and billing prac- 
tices. It has been possible for this Division to materially reduce backlogs on 
audit and claim-settlement work, as a result of continuing increased cooperation 
of carriers and all Government agencies having to maintain and service trans- 
portation accounts and accounting records. Continuation of the efforts of the 
General Accounting Office and this Division in making personnel readily available 
to Government agencies and carriers and carrier groups in Washington and 
throughout the country reasonably can be expected to result in a decreasing 
governmentwide cost of operations in the field of transportation. 

Mr. Puiturps. The item of the house in Paris was not the only 
one. We were stuck again in London for approximately $800,000 
by such a sale. It has all the elements of a phony sale and I so 
classify it. We bought some properties down in Rome that I do not 
think an experienced and responsible purchaser of property would 
have bought for the Government. These are indications of the 
possibilities of this European Branch of the GAO. 

Mr. Kruecer. How much did you say the State Department paid 
for the Paris property? : 

Mr. Puriurps. In American equivalent, $1,900,000. For the 2 
embassies in London, the American equivalent was about $1,250,000. 
That did not include the additional $800,000. 

How much did we get stuck for on that sale? 

Mr. Domers. That was in London. Right around $800,000. 

Mr. Putuutrs. We also got stuck with some tenants in the building 
whom we cannot dislodge and to whom we are even obligated to serve 
breakfast. It is in the American Embassy, where it is a high security 
affair and we have tenants living in this building we were stuck with, 
and in this one sale the contracts were written just before the sale was 
consummated. 


AUDIT OF FEDERAL FUNDS TO DETERMINE NECESSITY OF RAISING NATIONAL 
DEBT LIMITATION 


Mr. Tuomas. I want to commend General Warren and his very 
capable and efficient staff for the fine job they are doing. In fact, we 
want to encourage you to climb to even greater heights. You have 
certainly done a fine job. Our chairman (Mr. Phillips) has given 
credit to the European Office on his side, and I take a little pride in 
the European Office. Now, General (Mr. Warren), we have a nice 
assignment for you and it is a matter that is uppermost in the minds 
of most of the Members of Congress. There is nothing partisan in 
it, and certainly the country as a whole is interested in it; that is the 
question of raising the national debt limit. If it is necessary, it has 
to be done. I think that is the attitude that all Members on each 
side of the aisle are going to take. 

But it has been talked, whispered, and narrated around that there 
are some 8.5 or 9 billion dollars of Federal funds on deposit in various 
Federal depositories, national banks, and so forth, throughout the 
country. 

We have made tremendous snencpea cis to the Army, Navy, Air 
Force, Marine Corps, Atomic Energy Commission, and so forth. 
Those funds cover a time lag of anywhere from 12 to 18 to 24 months 
where those funds cannot be spent. And by the word “spent,” I 
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mean drawn out and used to pay for goods delivered. I am trying 
to split them and draw a distinction between spending, meaning bein 
used to pay for goods and services delivered on the one hand, an 
commitments of funds on the other. Sometimes a commitment is 
paid, as I said, 18 months to 2 years or more after the commitment 
has been made. 

In other words, what we want you to do is to figure out—and it is 
no small job—the funds that the Government has, regardless of what 
category they are; whether in trust funds, deposits in Federal de- 
positories, or whether they are credits set up on the books of the Treas- 
ury for the various agencies of the Government, taking into considera- 
tion that time lag when they are going to be withdrawn. 

You might look into these accounts, and the probabilities are when 
you come up with that answer you are going to find 12 or 15 billion 
dollars of Federal funds in various categories that are not now being 
used by the Government and which can be put to use and maybe 
avoid the raising of the national debt limit. 

Do I make that clear? 

Mr. Warren. I mentioned a case today where the Atomic Energy 
Commission was able to reduce contractors’ bank deposits by seventy- 
odd million dollars. 

Mr. Putuurps. Carrying that same thing on and especially in regard 
to these trust funds, I think we have about 10 of those trust funds into 
which money has been paid, like the social-security fund, which have 
quite an accumulation. Does anybody know what that is? 

Mr. Jonas. About $1 billion. 

Mr. Tuomas. Social security? About $16 billion. 

re Jonas. But not in cash. They have only about $1 billion in 
cash, 

Mr. Puatuuirs. I am talking about money which has been put into 
those funds, and if there were such a thing as leaving it in a bank, it 
would just be lying there; but instead of leaving it in the bank, an 
IOU is put in and the cash is taken out and used for operating ex- 
penses, which I think is wrong technically, from an accounting stand- 
point. Nevertheless, that is what is done. An IOU is put in; the 
Government then uses this IOU for obligations to increase the national 
debt, and this procedure amounts to somewhere between 40 and 
80 billion dollars at the present time. That is just a guess on my 
part; I may be wrong. 

My point is that obviously it is an obligation, but is it an obligation 
which properly is chargeable against the national debt in view of the 
conditions involved; that is, it is taken out of funds that otherwise 
would lie idle in cash. And I would like, in checking Mr. Thomas’ 
question, if you would think of that and give us your opinion on that. 

Mr. Thomas. Has there been any study made on that, about the 
national debt in connection with the points I raise and other pertinent 

ints? 
per. Puiturrs. Mr. Jonas asks this question. He says that is in 
Government bonds. Strictly speaking, it is in special Government 
bonds issued only for that purpose and in the nature of an IOU. I 
mean to say there is a little distinction in my mind between those funds 
which lie there over a great many years and charging the entire 
amount to the national debt as of this moment. 
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Mr. Tuomas. Have you made any study of that subject, General? 
Mr. Warren. No. cane speaking, that is a Treasury function. 
Mr. Tuomas. I understand it is, but all this money is appro- 

priated funds. 

ia Warren. I understand they are making a very extensive study 
of it. 

Mr. Txomas. But every dollar involved is appropriated funds, 
appropriated by Congress. 

Mr. Werrzev. In our audits of the Treasury Department in the 
Office of the Treasurer of the United States, we have raised some 
ea ses some of which have been included in our audit reports to 
the Congress, about the management of the cash balance of the 
Treasury. 

Mr. mean. The Treasury is a branch of the executive arm of the 
Government and I think the legislative arm of the Government is 
entitled to have its own independent audits made by the General 
Accounting Office. If there is any discrepancy between the two 
audits—and certainly they would be made in good faith; I think if 
there is any discrepancy between the Treasury Department audit 
on the one side and the General Accounting Office audit on the other, 
they should get together and straighten out those discrepancies. 

1 think Congress ought to have that information from the Gereral 
Accounting Office, and it should be used as a yardstick in measuring 
the audit made by the Treasury Department 

Mr. Puitiies. Maybe Mr. Weitzel could give us those citations on 
the matter. 

Mr. Tuomas. That is not going to be a small job; it is going to be 
a big job. It is going to take many of your best men to do it; it is 
going to take not a couple of hours, maybe, nor take a couple of 
weeks, it may take longer. But it isa matter in which I think Congress 
is entitled to have the benefit of your work and effort and the thinking 
of the General Accounting Office. 

Mr. Puitires. How much material do you have already? 

Mr. Werrze.. There is a great deal of material available in the 
Treasury. Of course they maintian they have to keep certain cash 
balances on deposit with banks all over the country to serve the 
needs of the Government. As you know, those needs are figured on 
the basis of cash withdrawals or disbursements rather than on the 
basis of appropriations on the books of the Treasury or obligations on 
the books of the Government’s departments ai agencies. There 
is also an economic aspect stressed by the Treasury. 

Mr. Tomas. I am not going to worry about receipts and collec- 
tions; you give us the facts and figures and we can worry about the 
balance. 

Mr. Purtuips. They have 11,000 such accounts; do they not? 

Mr. Lona. Approximately. 

Mr. Tuomas. That is an assignment, General. 

Mr. Warren. Well, there is no disagreement* between us on it. 
Of course I am sure you must appreciate we simply cannot be on top 
of everything in the world with our very small staff. It will take 
time. The very people we would call upon to do this are pledged to 


this committee for the aext 6 months. 

Mr. Tuomas. I think if you need thirty or forty thousand dollars, 
extra over and above your budget, the committee {might be inclined 
to put it in there for you to do this work. 
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Mr. Warren. That comes back always to the question of getting 
the people. We are constantly being raided. But there is no dif- 
ference of opinion between us. 

Mr. Puruuips. I agree with Mr. Thomas on the importance of it. 

Mr. Tuomas. There is nothing partisan in it. 

Mr. WarreEN. We will look into it and do the best we can. 


INVESTIGATIVE PROCEDURE 


Mr. Yares. I am interested in how you discovered the waste that 
appeared ia the European operation. How did you find out about 

e heaters—from a request to approve an invoice? 

Mr. Domers. This particular case was discovered by a review 
ah is continuing currently of the storage and requisitioning process 
in Italy. 

Mr. Yates. Do you have investigators checking on those, or 
actually checking the physical properties? How do you do it? 

Mr. Domers. Both. We go to the stock records and see what 
they have and make some analysis of the costs, quantities, and so 
forth, and then go out and look at them. We have made reports, 
for example, coming out of the same review, on the failure to protect 
various commodities from the elements such as tires, and so forth. 

Mr. Yates. How many such cases have you been able to pick up? 
We have seen the case of the heaters today. Are there any other 
such cases? 

Mr. Domers. There are a number of other cases. Incidentally, 
I would like to state that any investigative report we make after we 
have completed our action there comes to Mr. Ellis in the Office of 
Investigations here, and then he handles it from that point on. We 
do not make any reports to any other source than to the Office of 
Investigations here. 

There have been a number of other reports involving other matters. 
Is not that true, Mr. Ellis? 

Mr. Exuis. I have quite a list of pending cases, as our group has 
been over there a little over a year. 
jouy Yares. Can you give us a brief description of the cases you 

ve? 

Do all of them pertain to the Armed Forces? 

Mr. Exuis. You mean purely those that come from Europe? 

Mr. Yarss. Yes. 

Mr. Exuis. No. We have some in regard to the treatment of 
civilians in military hospitals in Paris. This has gone over to the 
Army, by the way, and we understand there will be some help in 
respect to the cost to the Government in connection with the treat- 
ment of those people at a rather low price. 


TRANSPORTATION COST OF SHIPPING A CAR OVERSEAS 


The overseas shipment of household effects is another subject, and 
the handling of cars through Bremerhaven. 
Peat Yates. What do you mean by the handling of cars—the sale 
of cars? 
Mr. Euuts. No; the handling of cars shipped in. I guess those are 
military cars. 
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Mr. Pariures. Would you ask at that point the cost of shipping 
abroad a car for a member of the Armed Forces? 

Mr. Yarss. Do you have that cost? 

Mr. Extts. I think Mr. Domers has that. 

Mr. Domers. Yes. Roughly, $300, depending on the size of the 


car. 

Mr. Yates. Who is entitled to have a car shipped to a foreign base? 

Mr. Domers. All members of the Armed Forces. 

Mr. Yates. Noncommissioned men, as well as commissioned? 

Mr. Domers. Noncommissioned men above a certain grade are 
authorized the transportation of their automobile. 

Mr. Yares. And back, too? 

Mr. Domers. Yes. 

Mr. Anprews. Is that $300 each way? 

Mr. Doers. Yes, if you put it on a tonnage basis. On the other 
hand, by the United States wor if you ey 4 your private car, one 
way is $300; but if you get a 2-way ticket for the car, it is $350 a round 
roughly. 

r.YatTes. Is that the same car, or any car? Suppose they sell 
their car in Europe and buy another one? 

Mr. Domers. On commercial shipments? 

Mr. Yares. Yes. As a matter of fact, that is what a number of 
people do. 

Mr. Domers. As far as the military is concerned, they do not ship 
commercially. 

Mr. Yatss. They ship by troop transport? 

Mr. Domers. Yes. 

Mr. Yates. Does it still cost the Government $300? 

Mr. Domers. I would say $300 each way, because the commercial 
line round trip each way is half that. But they go back empty so often. 

Mr, Yates. Have you any idea of the total cost of the shipment of 
cars for private parties tor the last fiscal year? 

Mr. Exuis. We are getting some figures on that. 

Mr. Domers. We do not have them here, but I believe they are 
available. 

Mr. Exuis. I think we have them very nearly ready, but we do not 
have them processed yet and I am not in a position to state. 

Mr. Yares. Had you completed your list, Mr. Ellis? 


HOUSING AT BONN, GERMANY 


Mr. Euuis. We have quite a number of items here in process. For 
that reason, I am not in position to talk about them. If you want to 
talk about the best case in Europe, I think one of the best reports Mr. 
Domers made is the specific one on Bonn housing which we brought to 
your committee a year ago, on the expenditures by the State Depart- 
—, for housing at Bonn. Do you want to know what happened 
since 

Mr. Yates. Yes. 

Mr. Euuis. The money was spent; there was nothing we could do 
about that. The report was thoroughly considered by one of the 
subcommittees on Government Operations, by the Brownson sub- 
committee, which went into the matter quite thoroughly, and I was 
told that report was considered as a basis for reductions in the money 
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appropriated by this committee for housing in Germany for the State 
Department. 

Mr. Puituips. He means the full Appropriations Committee. 

(Discussion off the record.) 

Mr. Werrze.. Did not the subcommittee of the Government 
Operations Committee sustain the position of the General Accountin 
Office that a project of that size should never have been starte 
without bringing it to the attention of Congress? 

Mr. Euuts. Oh, yes. There is a very definite legal question which 
our law people discussed at some length with the committee, whether 
certain broad language which was put in the State Department 
appropriation the year before was so broad that nothing in the world 
could be held to be illegal; that they could use those German funds for 
any State Department purpose as a practical matter. In view of that, 
it was not possible to come out and disallow right and left and sue 
people to get the money back, so there was nothing they could do. 

at phase also has been considerably curbed in the last year, but 
not entirely. 

Mr. Warren. I think that the record should show that the Bonn 
project was the first investigation of our European office and it was 
made at the suggestion of Mr. Thomas, of Texas, who had just 
returned from a visit over there. Prior to that we were not over there. 

Mr. Yates. That is the basis of my questions here, as to what your 

rocedures were. How do you catch these glaring examples of waste? 

know our friend, Mr. Domers, is very well qualitied ; conversations I 
have had with him indicate that to me, but are 42 people enough? I 
do not want you to be an empire builder; I know you have not been 
and do not intend to be, but are 42 people enough to serve the vast 
network of agencies this Government has in Europe? 

Mr. Warren. No. If we sat on every transaction of this Govern- 
ment, it has been estimated it would require 75,000 to 80,000 em- 
ployees. Now this thing has to be done through selectivity. 

Mr. Yares. That is correct. 

Mr. Warren. And it was not the purpose of this committee that 
established the Office, nor mine, that we should ever set up any large 
office in Europe. I think if we get 42, or 45 as a maximum—we have 
only 36 over there today—that will be sufficient. 

Mr. Puruires. For what are you asking? 

Mr. Warren. We are asking for 42. That is what we originally 
counted on. We have difficulty in getting people to go abroad and, 
above everything, we must know our man before we ever send him 
over there. 

Mr. Domers has done an outstanding job, but we cannot keep Mr. 
Domers in Europe all the time. Frankly, he wants to come home 
after he has been over there for 2 years. 

Mr. Jonas. How current are these investigations? This heater 
investigation goes back to 1952. 

Mr. pal That is when the requisition originated. 

Mr. Jonas. How current are you in examining the requisitions? 

Mr. Domers. We are examining these items as we uncover them, 
frankly. Some of them are very current; some are extremely current 
to the point where we can prevent an improper action on the part. 
of the procuring agency. 
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Mr. Jonas. What led me to ask that question was a statement I 
saw attributed to Secretary Wilson some months ago to the effect he 
had issued explicit orders and instructions to discontinue this panic 
buying during the last month of a fiscal year. I wanted to inquire if 
you had noticed any results from that. 

if Domers. I would like to go off of the record for just a moment 
on that. 

(Discussion off the record.) 

Mr. Jonas. Are you aware of the order I am talking about? 

Mr. Werrzet. The Defense Department is making a determined 
effort, we know, to cut down all unnecessary buying and to take stock 
of what they have. A number of GAO people sat in with the Defense 
Department people the other day to hear a progress report on the 
so-called Pearson plan, Mr. Pearson being Deputy Under Secretary 
of the Army, to get financial control of the Army’s inventory. That 
effort has resulted in 1 recent month in the canceling of more orders 
bree were issued; so they are getting much more conscious of the 
problem. 

Now Mr. Yates asked how we can find out about some of these 

situations. The answer is, just by being there and observing what 
goes on, we are in a position to know. 
, Mr. Yares. You say “being over there’; you mean actually on the 
scene with investigators subsequently, or prior to that time? It was 
my understanding that the GAO had people in the Defense Depart- 
ment and were supervising at least a great portion of the operations 
before they actually happen. 

Mr. Werrzet. This is the way it would work. The Defense De- 

We have no pre- 


ey 


ing project from a member of this subcommittee. I hope that won’t 
happen again with people over in Europe to keep track of things 
before they get to the completed stage. 


BUDGETARY CONTROL OF FOREIGN CREDITS 


Mr. Yates. Do you audit the agencies that use moneys not appro- 
priated by Congress? 

Mr. Werrzex. We have done a lot of work, especially in the Defense 
Department, in the nonappropriated funds area and have gotten pretty 


|| 
audit. We do make investigations sometimes of things before thay 
are consummated. Our audit is a postaudit, but our auditors are on 
the spot, making surveys of procedures and analyzing the records and 
accounts. That is true today to a much greater extent than it was 
a few years ago. : 

We have adopted an entirely new approach on our armed services 
audit. Mr. Phillips asked us 2 or 3 years ago how we could walk 
through some of debe places without finding instances of waste and 
extravagance. The answer is, if you have the right people walk 
through, you do. 

I think these justifications will show we have made great improve- 
ment in that respect in Europe by having people on the spot. By 
having suboffices in various locations and having our people traveling 
to places where construction is going on and where personnel are work- 
ing in Europe, we are able to find out about things much more quickly. 

We had to hear about the extravagance involved in the Bonn hous- 


389 


good cooperation recently on that. I think I have an illustration of 
a case of the sort you have in mind, where we were able to bring the 
matter to the attention of the responsible department before it got to 
the point where the money was spent, and, so far as I know, the money 
has not yet been spent. 

Mr. Yates. Is there any good reason why funds that are being 
spent by agencies abroad of moneys not appropriated by Congress 
should not be checked by you? 

Mr. Werrzex. There was an effort made 2 years ago to bring what 
are called foreign credits under budgetary control. There was a 
provision in the supplemental appropriation Act of 1953, section 
1415, to that end which said that after June 30, 1953, no forei 
credits owed to or owned by the United States Treasury should 
spent without appropriation authorization. However, the Defense 
Department was able to get a far-reaching exemption from that pro- 
vision in the Defense Department Appropriation Act for 1954, section 
637. 

The situation under that act was brought to the attention of the 
Appropriations Committees by the General Accounting Office and 
others, but it was determined to give them authority to accept real 
property, supplies, and services under mutual defense agreements or 
occupational arrangements abroad, without going through that con- 
trol provision. That is one reason the Defense Department is still 
able to obtain the benefit of certain items abroad without going 
through the appropration process. 

Mr. Yares. Do you happen to know the reason why the Defense 
Department got that exemption? 


Mr. Werrzet. For one reason, ~~ said it was impracticable and 


cumbersome to try to bring all of their vast operations under this 
kind of control; they also said they were getting a number of services 
gratis which would be hard to reduce to monetary value. 

Mr. Yates. We are talking about expenditures by foreign govern- 
ments; not gratis services. 

Mr. Werrze.. That is right. But it is an awfully hard field to 
analyze. I think they convinced Congress they should continue, 
at least this year, under the present arrangement. 

Mr. Yates. What about the State Department? 

Mr. Werrzet. The State Department, so far as I know, is now 
under budgetary control in foreign expenditures. 

Mr. Domers. That is right. 

Mr. Yates. Its expenditures with respect to foreign credits is under 
the supervision of the Congress? 

Mr. Werrzeu. They are supposed to be included as authorizations 
in the annual appropriation now. 

Mr. AnpreEws. I saw an A. P. story in the paper last week to the 
effect that so much war material and ammunition was going into 
Greece, that the Greek Government had requested this Government 
not to send any more, and they wanted to borrow $2 million to build 
a warehouse in which to store the stuff we had sent them. Do you 
know anything about that? 

Mr. Domers. No, sir; I do not. 

Mr. Anprews. Did you read the story? 

Mr. Domers. Yes; I did. 
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Mr. Puitires. Mr. Taber, in listening to the statement of the 
Comptroller General, just said he did not understand it was the inten- 
tion of the committee to give the Defense Department any such broad 
power. Will you repeat what you said, that they had been given in 
this bill such broad power by Congress that it made it impossible for 
you to recover any money, or to do anything about expenditures we 
were talking about? 

‘ Mr. Warren. Mr. Weitzel can probably explain that better than 
can. 

Mr. Taser. The language was in section 637 of the Defense Depart- 
ment Appropriation Act for 1954, which says: 

During the fiscal year 1954, the agencies of the Department of Defense may 
accept real property, the use of real property, services, and commodities from 
foreign countries for the use of the United States in accordance with mutual 
defense agreements or occupational arrangements; and such agencies may use 
the same for the support of the United States Forces in sth areas without 
specific appropriation therefor. 

Mr. Yates. That is all the language? 

Mr. Taser. That is all. 

Mr. Yates. Where does this give them an exemption? I don’t 
think it grants an exemption, a complete exemption. 

Mr. Taser. The thought was this, that under the various agree- 
ments we have certain rights to receive certain services from them. 
The application of section 1415 of the Supplemental Act of 1953, 
as interpreted by the Defense Department, would prevent them from 
accepting the use of real property, the use of landing fields and 
certain other requirements such as the furnishing of coal to heat the 
buildings, and so forth, and that we could not get them any other 
way than this, except by paying direct cash to these people. That 
was the thought and it related almost entirely to the things in 
Germany. 

Mr. Warskat: That is correct and that is the explanation they 
made; but the language as it was presented and adopted is muc 
broader. 

Mr. Yates. What they asked for was much broader. 

Mr. Wetrze.. It permits the acceptance of real property, the use 
of real property, or commodities or services. For example, I think 
the German Government has to furnish support to the American 
Army through the German nationals over there and no actual currency 
is paid to the Army by the German Government, but credit in the 
form of certain services that the Army is entitled to. That exempts it. 

Mr. Taser. It has to be in accordance with the mutual defense 
agreement, or occupational agreement. 

Mr. Werrzet. It has to be in accordance with that, but it is a 
sizable sum that is involved. It all revolves around credits. Foreign 
currencies were put under control, but the Defense Department 
stated in the hearings before the Senate Appropriations Committee 
that from $750 million to $1 billion would have to be added to its 
budget to comply with the provision insofar as credits were concerned 
(p. 1635, Senate hearings). 

Mr. Taser. But would you say we would lose it if we did not have 
something of this kind to operate with? ‘That is where the trouble is. 
They said we would lose those things that the Germans were expected 
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to supply if we attempted to do it by the purchase of foreign currency 
through the State Department. 

Mr. Putuurrps. Maybe we should ask Mr. Domers or Mr. Weitzel 
what interpretation is beiig put upon that by the Defense Department 
that carries it beyond the statement Mr. Taber has made. 

Mr. Domers. T believe you gentlemen all understand what happens 
there is that Germany has agreed to pay our bills for certain items up 
to a given amount per month. The funds are never under the control 
of the United States, but the contracts and other orders are issued and 
are entered into by the military. 

To put it very simply, we will take a very simple illustration. Say 
we want to build a house. We ask German contractors to bid on it. 
We award the contract to them; they build the house; we are satisfied 
with it; we give them an order on the German pay office and they go 
to the German pay office and are paid for the work they perform for 
us. The same is true with goods. 

The military has interpreted that to mean that they are getting 
services; they are not getting any funds, so their operations there are 
eee of what has been appropriated for. 

Mr. Putuurps. So you cannot check the actual value of that house, 
although they are getting something which is of actual value in 
services. 

Mr. Yares. I was under the impression and the basis for my 
question was that occupation currency was being used without con- 
gressional supervision. Is that correct? 

Mr. Domers. The purpose for which they are used is not passed 
on by Congress, I believe. 


Mr. Taser. I wonder if you would go into this question and submit 
a letter that we can use in the sessions with the Department of Defense, 
and you would also need, in connection with it, to have a look at the 
occupational agreements and the mutual defense agreements. 
(Discussion off the record.) 


AUDIT OF OFF-SHORE PROCUREMENT ACTIVITIES 


Mr. Tuomas. Just one point before you leave the subject of the 
European activities. 

One of the biggest fields of expenditures of money in Europe is that 
part of the program known as the offshore procurement. Are you 
taking a look at the expenditure of those American dollars? Even 
though they were done by a foreign government, they are supposed 
to have some restrictions on it in seeing whether we are getting our 
money’s worth. 

Mr. Domers. Yes. We are active in that area. 

Mr. Tuomas. I had one example pointed out by an American pro- 
curement officer of offshore procurement to the effect that we were 
going to spend our money for certain military items in France and 
some French manufacturers were demanding a net profit ranging from 
15 to 18 percent, plus an amortization period of 2 to 3 years on their 
tools a equipment. That was with offshore procurement funds 
furnished by this Government. 

Have you taken a look into any of those contracts? 

Mr. Domers. Yes; we have looked into a number of them. 

Mr. Tuomas. What do you find? 
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Mr. Domers. We have had some criticism. A number of reports 
have been submitted. 

Mr. Tuomas. What authority does an American procurement offi- 
cer have, whether Army, Navy, Air Force, Marine Corps, or what not, 
over the expenditure of those offshore procurement funds? 

Mr. Domers. The contracting officer? 

Mr. Tuomas. Yes. 

Mr. Domers. He exercises the authority he would exercise here in 
making 

Mr. TxHomas. Even though for the use and benefit of a foreign 
government and the work is performed by a foreign manufacturer. 

Mr. Yes. 

Mr. Tuomas. So that if there is any waste of funds, the responsi- 
bility for the waste goes right back to the American procurement 
officer who is on the ground; is that correct? 

Mr. Puiturrs. Let me get this clear. Either I misunderstand you, 
or I misunderstood Mr. Domers. 

Are you including such things as building an airfield in that? 

Mr. Domers. Not NATO. You are thinking of infrastructure 


. Putuuips. Yes. 

. Tuomas. This is called offshore procurement funds. 

. Taser. For instance, there was about $400 million set aside in 
that Foreign Relief Act—they are insulted when we call it that, but 
that is what it is—with which certain implements of war, airplanes, 

uns, ammunition, and so forth, were to be procured in Britain and 
rance. Now what they have done with that I have no information 


on. If you have any information about it and anything that will 


ve us a check on what they are doing, I would like to see it. If we 
ave not gotten the details of it, we ought to ask for and get it. 

Mr. Tuomas. That is the reason I was asking the General Account- 
ing Office representative in Europe. As I said, I talked with an 
American procurement officer in France and, much to my amazement, 
he detailed just what I said awhile ago, that French manufacturer 
wanted from 15 to 18 percent profit and then authority to amortize 
his tools and equipment over a period of 1 or 2 years, in addition. 

Mr. Anprews. From whom does he get authority to do that? 

Mr. Tuomas. The procurement officer would have to set it out in 
the contract. 

Mr. Taser. That is what he asked for; what did he get? 

Mr. Tuomas. I do not know. 

Mr. Taser. That is what we would like to know. 

Mr. Tuomas. That is what I asked General Warren. 

Mr. AnpREws. How do prices charged this Government for offshore 

eeepc compare with prices charged the French Government in 
nce? 

(Discussion off the record.) 

Mr. Anprews. Do you have any information about any other 
country over there? they charging our Government more for 
offshore procurement articles than they do their own government? 

Mr. Domers. That is one of the things we are going into. We have 
just recently gotten into an operational position there. 

(Discussion off the record.) 
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Mr. Yates. With respect to offshore procurement that Mr. Thomas 
asked about, it is said that those contracts are channeled through 
government operations in many of the governments and there is no 
competitive bidding; that there is a preference given to many pur- 
chasers. Have you found that to be true? 

Mr. Domers. That is true. In many of the countries, take the 
matter of ammunition—the contract is not with the manufacturer, 
but with that government. 

Mr. Yares. Is that true with respect to other items? 

‘Mr. Domers. That is true in respect to other items. 

Mr. Yates. In other words our contracts are with the government 
for the most of the items and the government makes the contracts 
with its citizens? 

Mr. Domurs. In turn with the manufacturers; yes. 

Mr. Yates. Or parcels them out to their own particular manufac- 
turer. Do you check any of those contractors? 

Mr. Domers. We check as far as we can go. After all, we do not 
check into a contract that a foreign government has with the foreign 
manufacturer; because there is no privity of contract so far as the 
United States and the foreign government is concerned. 

Mr. Puruurps. Are there any further questions? 

Mr. Euuts. Do I have permission to supplement that answer to 
Mr. Yates on his question of whether we are in on things before they 
happen, or long afterward? 

Mr. Yes. 

Mr. Euuis. I want to mention a case where fortunately our people 
happened to get in on it early enough to prevent a wrong. 

Out in the Midwest, we heard about a new Air Force base planning 
to build a good-sized hospital. 

Mr. Yates. Who heard? 

Mr. Exuis. General Accounting Office personnel. 

Mr. Puiiurps. That is on page 38 of the justification. 

Mr. Ettis. Our people were stationed locally in this case and the 
fact is we were doing a job on another hospital and people told us 
about it. That was enough to give us a lead. 

I think later a Member of the House heard some of the same thing 
and put the matter in a local paper. Here is what happened: The 
Air Force had plans all ready to go on a $2.5 million job for a 75-bed 
hospital on what they call a 150-bed chassis. This was a little Air 
Force base located only 20 miles from a midwestern city and in that 
city they had just built a veterans’ hospital which, after the first 6 
months, had 400 vacant beds, enough to handle many times the 
number the Air Force was providing for. 

As a result of it, they have actually canceled that hospital and are 
to build it. 

r. Puriures. What is the location of the VA hospital? 

Mr. Ettis. Kansas City. They are going to have an infirmary 
of 20 or 30 beds, but are not going to build the hospital. 

Mr. Werrzeu. Now if I may complete the record in two respects. 
No. 1, the question was raised about what Secretary Wilson was doin 
about procurement and the financial situation in the Department ‘o 
Defense. You probably have seen that Mr. Wilson has appointed 
the so-called Cooper Committee on Financial Management in the 
Department of Defense, composed of some of the best financial men 
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in the country, also accounting and financial people in the Pentagon 

are working very closely with that committee, and we have half a 

dozen of our best people cooperating in trying to set up the best 
ossible accounting systems in the Pentagon, so that they will have 
etter control over property and finance. 

No. 2, I would like the record to show in connection with this 
foreign-credit question, that while the Defense Department presented 
certain loss of rights they felt would take place unless they had an 
exemption from this foreign-credit restriction, we feel the language 
they suggested was broader than necessary for that particular purpose. 
However, there were cuts made in the Defense Department’s appro- 
priation in the course of its passage by Congress. Some of them were 
related to the fact they did get an exemption from the foreign-credit 
restriction. I would like the record to show that, because I do not 
bene any inference to be drawn that they were not being fair with 

ongress. 

r. Pamurps. Thank you very much, gentlemen. We will see you 
next year. 
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Amounts available for obligation 


1954 estimate 


Appropriation or estimate $6, 408, 460 $7, 400, 000 
Reimbursements from non-Federal sources , 5, 300 
Reimbursements from other accounts. 319, 456 


Total available for obligation , 780, 7, 724, 756 
Unobligated balance, estimated savings J —4, 705 —150, 000 


Obligations incurred 7, 574, 756 
Comparative transfer to “Salaries and expenses, Office of 
Defense Mobilization’’: 
Appropriated funds 
Reimbursements : —59, 487 


6, 671, 504 7, 574, 756 


Norte.—Reimbursements from non-Federal sources above are from the proceeds of sale of personal prop- 
erty (40 C, 481 (¢)). 


1953 actual | ENN | 1955 estimate 
$7, 644, 400 
4, 900 
7,649,300 
| 7,649,300 
Total Obligations 7, 649, 300 
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Obligations by activities 


Description 


1953 actual 


1954 estimate 


1955 estimate 


Direct Obligations 


1. Applied technical research and frequency allocation 
2. Broadcast activities 
3. Safety and special radio activities 
4. Field engineering and monitoring activities: 
a. Regular monitoring and enforcement 
b. Frequency usage monitoring 
5. Common carrier activities 


$365, 001 
1, 136, 280 


2, 346, 921 


1, 204, 751 


705,045 | 


$423, 924 
1, 603, 894 
68, 191 


2, 352, 437 
787, 655. 
1, 369, 199 


$419, 356- 
1, 231, 190 
711, 490° 


Total direct obligations 


6, 362, 443 


7, 255, 300 


Obligations Payable Out of Reimbursements From Other Accounts 


1. Applied technical research and frequency allocation 
2. Broadcast activities 

3. Safety and special radio activities......_____.........-...-- 
4. Field engineering and monitoring activities 

5. Common carrier activities 


157, 017 
5, 662 


172, 295 
5, 000 


~"""105, 600 
36, 561 


Total obligations payable out of reimbursements from 


other accounts. 


319, 456 


7, 574, 756 


Obligations by objects 


Object classification 


1953 actual 


1954 estimate 


1955 estimate 


Summary of Personal Services 


Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average 
Average grade 


Personal service obligations: 
Permanent positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal service obligations 
Direct Obligations 


Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 

Services performed by other agencies 
Supplies and materials 


Land and s 

Total direct obligations. 
Obligations Payable Out of Reimbursements From Other Accounts 
01 Personal services. 
Total obligations 


S88 


236 
088 


— 


§| 


7, 574, 756 


| 
6. Executive, staff, and service activities.....................- | 1, 344, 094 
7, 649, 300 
14,775 
6. Executive, staff, and service activities___.. 42, 563 
Obligations ineurred.....-.-..-----e--------ee-ensee---+| 6, 671, 504 — 7, 649, 300 
1, 1,342 1, 264 
bade $5, 677 $5, 640 $5, 650 
RLS! 28, 525 25, 948 24, 802 
56, 610 55, 000 99, 130 
5, 830, 870 6, 491, 698 6,0 
20, 744 19, 000 | 
151, 260 173, 000 
50, 523 52, 000 
17, 793 31, 000 
50, 249 45, 114 
9, 245 103, 386 
104, 155 135, 000 
70, 290 126, 102 F 
2, 550 13, 000 
6, 362, 443 7, 255, 300 7, 
6,671,504 | 7, 649, 300 
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Analysis of expenditures 


1953 actual 


1954 estimate 


Unliquidated obligations, start of ® 
Obligations incurred during the vor. 


Total 


$558, 019 
6, 776, 064 


$212, 233 
7, 574, 756 


uct: 
Adjustment in obligations of prior years 
imbursements 


Total expenditures. 


7, 334, 083 
5, 192 


372, 309 
10, 728 
212, 233 


7, 786, 989 


"324, 756 
~ 250, 000 


6, 733, 621 


7, 212, 233 


Expenditures are distributed as follows: 
Out of current authorizations. _. 
Out of prior authorizations 


6, 198, 131 
535, 490 


7, 012, 233 
200, 000 


Mr. Putuurrs. We have with us this morning the Federal Communi- 
cations Commission. This agency is scheduled for the entire day, 
and, for the benefit of the members of the subcommittee, I want to 
say now that at 1:15, or whenever we come back after the noon 
recess, Mr. Hyde has agreed that would be the best time to bring in 
outside witnesses in the person of members of the military services on 
the supplemental section of the budget justifications which has been 
furnished to each member. That has to do with the explanation of 
the monitoring service. They want to set up a new program called 
frequency usage monitoring program, and Mr. Hyde said that rep- 
resentatives of the military wanted to testify on that. I suggested 
that he bring them in at 1:15. 

Mr. Hyde, I imagine you have a statement, but first I would like to 
do two things. 

You have 2 new members of your Commission, 1 of whom is waiting 
peeieneiin by the Senate, and the other, Mr. John C. Doerfer, is 

ere. 
BACKGROUND OF COMMISSIONER DOERFER 


Commissioner Doerfer, we have had a little custom here for a long 
while that when new men come in on these Commissions, we would 
like to know gonsationa pons their background; we would like to 
know how you came to be interested in the Federal Communications 
Commission. 

Will you give us a thumbnail sketch of your professional and 
business background? 

Are you a lawyer? 

Mr. Dorrrer. I am a lawyer. But after graduating from the 
University of Wisconsin as an accountant, as a CPA, I did not get 
into the public accounting field; after leaving Wisconsin University, 
I attended the Marquette Law School and was graduated from there 
in 1934. 

I opened up an office in general practice in the city of West Allis 
and practiced there until about 1940. The city of West Allis is a 
suburb of Milwaukee. 

In 1940 I was elected city attorney of the city of West Allis, which 
is a city of about 40,000 people, for a 4-year term. Then I was 
reelected in 1944 and 1948 to that office. 

In 1948, I indicated I was about to leave and go back in private 
practice, when I received a call from Gov. Oscar Rennebohm of the 


1955 estimate 

7, 649, 300 
Obligated balance carried to certified claims account______ i 
Unliquidated obligations, end of year._................... 484, 400 j 
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State of Wisconsin to accept the chairmanship of the public service 
commission. I had been interested in some public-utility rate cases 
before that commission. I accepted in July of 1949 a 6-year term. 
After about 4 years, I received an invitation to consider a commis- 
sioner position with the Federal Government. I thought at the time 
that it would be the Federal Power Commission, because I had had 
more experience in that line than I had with the Federal Communi- 
cations Commission. 

Mr. Putuurrs. Do you still wish it were the Federal Power Com- 
mission? 

Mr. Dorrrer. No. I find this work very interesting and it has 
quite a challenge and a good deal more to it than I realized or appre- 
ciated at the time. 

Mr. Patties. When did you take office with the Commission, 
Mr. Doerfer? 

Mr. Dorrrer. On April 15, 1953. 

Mr. Putuuirs. Thank you very much. 


APPROPRIATIONS, 1954, AND ESTIMATES, 1955 


Last year you received from Congress an appropriation of $7,400,000 
for fiscal year 1954. For fiscal year 1955 you are asking for $7,644,400, 
which includes the supplemental, plus and minus, which is described in 
this addendum furnished to the committee with your justifications, 
that is, you want an additional $950,000, but you also make a reduc- 
tion in the original budget of $5,600. Deducting the net of these 
figures from $7,644,400, I compute $6,700,000 to be the amount 
originally approved by the Bureau of the Budget? 

Mr. Hyper. Yes, and submitted by the Commission to the com- 
mittee. 

Mr. Puivurrs. Last year you also received additional appro- 
priations for two items, which are nonrecurring; $300,056 to catch 
up your backlog on broadcasting licenses, and $120,313 for special 
service type broadcasting. I presume that is transportation, taxi- 
cabs, and all types of that kind. 

Mr. Hype. That is right. 

Mr. Puruutrs. Your present request is $7,644,400 including the 
addendum, 

Now we would be very glad to have any further statement. 

Mr. Hyper. What I had proposed to do was to suggest that our 
summary of highlights of our budget, as contained in our document 
submitted to the committee under date of December 7, serve as an 
introduction to our budget. 

Mr. Puruutrs. That is quite all right. 

Mr. Hype. It will be necessary, however, to add that our letter of 
January 11 submitting the addendum, being the proposed frequency 
usage monitoring project, should perhaps go ahead of that statement 
of December 7. 

Mr. Puruurps. Suit yourself on that. You did not want that to 
come this afternoon, then? You want to take that up now? 

Mr. Hypr. No; I would want the addendum to be discussed this 
afternoon; but unless I call attention to this I think there is a possi- 
bility of a misunderstanding as to the total amount of our regular 
budget. It is, as you have stated, $6,700,000. The matter which 
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gives us the $7,644,400 figure is the added project which we have 
entered into at the request of the National Security Council 
Mr. Puiturrs. Where does the ODM come into this? 
Mr. Hypg. The ODM was assigned the task by the National Se- 


curity Council of coordinating and arranging for this frequency usage 
monitoring project. 


MEMBERSHIP OF THE NATIONAL SECURITY COUNCIL 


Mr. Puriurrs. We all know, but will you say for the record what 
the National Security Council is; who is on it ex officio, and what it 
is supposed to do? 

Mr. Hype, The Chairman of the Council is the President of the 
United States and it is composed of various members of the Cabinet, 
and others. 

If I may, I will give ne an exact statement of the membership of 
that body for the record. 

(The statement is as follows:) 


NATIONAL Security 


MEMBERS 
Director for Mutual Harold FE. Stassen. 
Director, Office of Defense Mobilization. _____.___-- Arthur 8. Flemming. 

OFFICIALS 


Special Assistant to the President for National Secu- Robert Cutler. 

rity Affairs. 
Exacuti ve, James §, Lay, Jr. 
Deputy Executive Secretary ........-.-----.------ S. Everett Gleason. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Puiturps. There will be inserted in the record at this point, 
the letter of January 11, 1954, submitting the addendum and the 
summary and highlights of the 1955 estimates and justifications. 

(The matter referred to is as follows:) 


FEDERAL CoMMUNICATIONS CoMMISSION, 
Washington, D. C., January 11, 1954. 
Hon. Joun 
Chairman, Subcommittee on Independent Offices Appropriations, 
Committee on Appropriations, House of Representatives, 
Washington, D. C. 

Dear ConGRessMAN Puitures: On December 7, 1953, I transmitted to the 
Appropriations Committee of the House of Representatives justifications for the 
1955 budget of the Federal Communications Commission. The President’s 
budget allowance at that time was $6,700,000. 

Subsequent to preparation and submission of that document, the President 
has made an additional budget allowance for the Federal Communications Com- 
mission in the amount of $950,000 to finance a new program called the frequency 
usage monitoring program, Also, a reduction of $5, 600 has been made in the 
Commission’s budget allowance by the Bureau of the Budget in the financing of 
the Interdepartment Radio Advisory Committee. 

The new frequency usage monitoring program was prepared by the Federal 
Communications Commission (FCC) and the Office of Defense Mobilization 


(ODM) in collaboration with other interested Government agencies at the direc- 
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tion of the National Security Council (NSC). The NSC approved this program 
and requested the FCC to include the required justification with its own budget 
submission. 

Rather than attempting to amend the original justifications already submitted 
to your committee, it seemed to us preferable to send you a separate document 
setting forth the details and justifications for the additional budget allowance of 
$950,000 required for the aforementioned program, 

The justification document which I am attaching for your consideration has 
been coordinated by the ODM with the Departments of State, Treasury, De- 
fense, Justice, Commerce, CIA, and USIA. The FCC joins the other interested 


Government agencies in full support of this program as being required in the 
national interest. 


If you desire any additional information, we shall, of course, be glad to supply 


it. 
Sincerely yours, 
Rose, H. Hype, Chairman. 


SuMMARY AND HiGHLIGHTs oF 1955 EstimMaTes AND JUSTIFICATIONS 


The 1955 budget estimates of the Federal Communications Commission, trans- 
mitted herewith, total $6,700,000. The factual conditions and compelling reasons 
on which these estimates are based are summarized in the following pages and 
detailed in later sections. 

A. SUMMARY STATEMENT 


The $6,700,000 requested by the Federal Communications Commission in the 
1955 budget is not a mere estimate. It is a carefully considered judgment of the 
minimum amount of money required by the Commission to begin to cope with 
the regulatory considerations presented by today’s rapidly expanding develop- 
ments in the electrical communication fields. When weighed against the Com- 
mission’s corresponding increasingly difficult responsibilities, problems, and 
workloads, the reduction proposed is a major economy achievement. The budget 
provides only for those projects, activities, and workloads which are essential 
to its statutory obligations. 

In addition to an aggressive economy policy, another factor contributing to 
the reduction for 1955 is the fact that the Congress added $300,000 to the 1954 
budget to enable the Commission to catch up on backlogs in the TV and safety 
and special radio services. Since the Commission expects to be substantially 
current in these activities by the end of 1954, a reduction in staff for these purposes 
is proposed for 1955. 

iminishing appropriations and personnel in the face of increasing workloads 
by last year had brought the Commission to a crisis. Backlogs were piling up 
in many of the more than half a hundred services which the Commission is re- 
quired to regulate. To meet this crisis, the Congress increased the Commission’s 
appropriation for 1954 to $7,400,000 with special allowances earmarked for TV 
and safety and special radio application processing. 

The Commission’s budget, which is largely for personal services, will provide 
for an average staff of only 1,046.9 employees. This force is the lowest since 
World War II, despite the fact that the number of radio authorizations on the 
books now exceeds the 1 million mark, compared with less than 500,000 in 1946, 
and is mounting every year. 

With the requested appropriation, it must be pointed out that the Commission 
can perform only the barest minimum activity involved in supervising interstate 
and foreign communication by wire, radio, and cable, managing and protecting 
the Nation’s radio spectrum, handling the increasing demands for broadcast and 
other radio facilities, and, at the same time, cooperating with military and other 
agencies on communication matters essential to the national defense. 

Additional burdens are placed on the Commission by the 1952 amendments 
to the Communications Act. These provisions change and add procedures, and 
require detailed periodic reporting to Congress on the application backlog. Since 
this reporting requirement cuts across all services, it involves a considerable 
amount of added work for units which are already hard pressed by growing 
accumulations of normal work. 

Under the 1952 amendments, each Commissioner’s office is supposed to be 
strengthened by the addition of 1 attorney, 1 engineer, and 1 secretary to furnish . 
professional assistance. The 1954 appropriation has enabled the Commission 
to employ some of these aides. 
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As indicated above, the problems and workloads facing the Commission have 
been pyramiding. This is due in large measure to the growing importance of 
electronics and communications to the national economy. he phenomenal 
expansion in television and uses of radio for fire, police, industrial, marine, 
aviation, and other services are current examples. 

To a considerable degree this growth is outside the control of the Commission. 
However, the Commission, through its rulemaking, regulatory, licensing, and 
other functions, can have a considerable facilitating effect on the development 
and utilization of radio in the interest of the public and of business. With 
adequate staff the Commission can be of great value to the Nation; without 
adequate staff it cannot function properly and the Nation’s economic and social 
life is adversely affected. 

Consider the results from the granting of just one TV license: Buildings are 
constructed and eqiipment is installed involving many thousands of dollars in 
business for suppliers of materials and employment for many people; a station 
begins operation and provides continuing employment for a large staff; informa- 
tion and entertainment are provided the public; advertising stimulates more 
business; the Nation’s economy profits in many ways and in considerable amounts. 
The point to be heavily underscored is this: Prompt processing of an application 
has the above effect; long delay with possible complications affecting a grant 
reduces or loses these desirable results. 

The basie answer is sufficient staff to enable the Commission to handle these 
matters promptly and efficiently. 

The Commission’s budget is a performance budget—the program presented 
herein is built on a functional and activity basis. The following table shows 
the average employment and amount of money actually utilized in 1953, esti- 
mated for 1954 from available funds, and estimated for 1955: 


1953 actual 1954 estimate 1955 estimate 


Amount jem Amount 


A. Personal services: 
I. Applied technical research and fre- 
quency allocation $346, 319 
II. Broadcast 1, 085, 971 
III. Safety and special radio services 580, 204 
IV. Field engineering and monitoring . 3 |2, 008, 740 


V. Common car . 685, 466 
VI. Executive, staff, and service .8 |1, 124, 080 


Total, personal services 5, 830, 870 6, 491, 698 
B. Other objects 531, 573 763, 602 


Total, obligations 6, 362, 443 7, 255, 300 


Unobligated ce 4, 705 150, 000 
Reimbursement from  non-Federal 
—3, 761 —5, 300 


6, 363, 387 7, 400, 000 


I, APPLIED TECHNICAL RESEARCH AND FREQUENCY ALLOCATION 


The Commission’s duties in this area are clearly stated in the Communications 
Act of 1934 as amended. The act requires, among other things, that’? * * * the 
Commission shall: 

“(e) Assign bands of frequencies to the various classes of stations, and assign 
frequencies for each individual station and determine the power which each 
station shall use and the time during which it may operate; 

“(e) Regulate the kind of apparatus to be used with respect to its external 
effects and the purity and sharpness of the emissions from each station and from 
the apparatus therein; 

““(g) Study new uses for radio, provide for experimental uses of frequencies, 
a cenerally encourage the larger and more effective use of radio in the public 

terest.’ 

For these purposes the Commission employs a Chief Engineer and a compara- 
tively small staff of engineers. 

The Chief Engineer and his staff— 


Average 
employ- 
ment ment ment 
60.0 | $370,139 60.0 | $374,000 
261.8 |1, 508,856 | 188.4 | 1,162,000 
132.2 | 722,442 | 122.0 671, 000 
355.0 |1,928,077 | 342.9 | 1,880,000 
114.1 711, 760 113.0 711, 000 
| 250; | 220.6 | 1, 250; 000 
1, 046.9 | 6,048, 000 
--------| 656,900 
.-------| 6,704, 900 
--------| —4,900 
Appropriation or |.......| 6,700,000 


401 


(a) Develop solutions to engineering problems on which the Commission can 
base its policies and decisions; 

(b) Consult with recognized authorities in private industry, Government 
agencies, and foreign governments, to present and support policies, programs, 
and standards for regulation looking toward the improvement, expansion, and 
regulation of wire and radio communications and apprise them of the effect of 
such developments on existing and proposed new services; 

(c) Advise the Commission of possible and probable future developments in 
the communications field, such advice being based on sound engineering obser- 
vations and appraisal of tangible factors such as national trends over a period of 
years, current demands both national and international results from government 
and/or industry sponsored technical research and experimentation. 

Activities involved may be divided into two major categories: (1) Applied 
technical research and (2) frequency allocation. 


1. Applied technical research 


The activities under this general heading include— 

(a) The study of radio service and aiateke ranges necessary for the intelli- 
gent planning of a system of allocations; 

(b) Technical studies relative to technical rules and standards—involving the 
task of investigating, analvzing, and recommending solutions to the various 
technical problems which have a direct effect on the prevention of interference 
and the more efficient use of the radio spectrum in the public interest—the adop- 
tion of additional or new color television standards will increase the Commission’s 
workload in this field; 

(c) Formulation of rules relating to experimental radio services, restricted 
radiation devices, and industrial, scientific, and medical service; 

(d) Making of engineering measurements on modula.ion monitors, frequency 
monitors, transmitters, diathermy machines, industrial radio-frequency heaters, 
citizens’ radio equipment, and other devices requiring type approval—an increase 
in the number of types and models of medical diathermy equipment manufactured, 
and the widespread acceptance and use of equipments generating ultrasonic 
energy will affect the Commission's work program during 1954 and 1955. 

These activities are considered to be most essential to the efficient operations 
of the Commission in its statutory obligation to encourage the most effective 
use of the radio spectrum in the public interest; however, many important studies 
and projects will have to be delayed and some cannot be undertaken because of 
the limited staff available. 


2. Frequency allocation 


One of the basic activities involved in making the radio spectrum of maximum 
value to the people of the United States is the allocation of segments of the 
spectrum to groups of users or services. This is called frequency allocation. 
Its objective is to provide for the orderly and economical use of the radio spectrum 
so that a maximum number of radio stations can be authorized without inter- 
ference being caused to essential operations. Future growth and development 
must be taken into account so that, as the demands for radio service grow in any 
one service, they can be accommodated with a minimum of impact or disruption 
on the other users of the radio spectrum. New developments and new needs 
must be foreseen and provisions made for their eventual use in the public interest. 
For example, we have seen radar expand from its wartime use of extending the 
range of vision for warning purposes to its present use in locating and plotting 
the course of severe storms, in aiding in the prospecting and locating of oil and 
other vital raw materials, in assisting in the navigation of ships and aircraft 
during darkness or inclement weather, and in many other uses. Only because 
the potential benefits of radar were carefully analyzed and planned for through 
frequency allocations have we been able to make widespread use of this new 
communications device for the benefit of the country. 

Since radio waves do not observe national boundaries it is necessary for the 
nations of the world to get together and agree on the use of the radio spectrum. 
International conferences and agreements are essential, since no one country 
-can proceed with and succeed in its telecommunications efforts without the 
cooperation of other countries of the world. The need for international coopera- 
tion has become more and more important as our own radio services have expanded 
along with our growing position in the international political scene and with our 

efforts to help other countries to improve their standards of living. An allocation 
.of frequencies to a particular service in the United States alone is not enough. 
-Other countries must be persuaded to make similar and compatible allocations 
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to their uses of radio so that interference between stations of different countries 
is held to a minimum. Some frequencies exhibit properties permitting long- 
distance communication to all parts of the world; international agreement as to 
the use of these frequencies is essential. But of nearly equal importance is the 
need for international agreement on the use of frequencies which are capable of 
permitting only short distance communication because of interference problems 
existing along our borders, and because communication equipment is carried 
around the world by the ships and aircraft in international commerce. 

It is vital that the United States take a leading part in this international rela- 
tionship. It is vital in terms of developing and protecting radio uses for our 
defense or wartime needs. It is also of tremendous value to our peacetime industry 
and economy. 

The volume and tempo of the Commission’s work in connection with inter- 
national conferences, treaties, and agreements cannot readily be controlled by 
the Commission and the workload is expected to increase at least through 1957. 

Budget requirements: To handle these heavy ee the Commission 
utilized an average staff of 67.2 in 1953. In 1954 we have had to cut back to 60.0. 
For 1955 we consider it absolutely necessary to devote at least 60.0 to these most 
basic and important activities. 


II. BROADCAST ACTIVITIES 


As the administrative agency charged with the responsibility of effectively and 
efficiently regulating the broadcast industry, the Commission is required to 
provide a basic regulatory framework through the adoption of rules, engineering 
standards, and general policies in the light of which individual applications may 
be filed and considered. It is also required to receive applications requesting the 
use of particular channels for broadcasting puspeees and to dispose of these appli- 
eations in the light of applicable law, rules, and general policies. Included in this 
is the responsibility for selection of the applicant best qualified to serve the public 
interest in those cases in which two or more applicants may seek the use of a 
particular channel. 

“Broadeast”’ includes standard broadcast (AM), frequency modulation (FM), 
and television (TV). 

Broadcast matters are handled by the Commission with the following staff 
organizations: 

he Broadcast Bureau is charged with assisting, advising, and making recom- 
mendations to the Commission with respect to the development of a regulatory 
program for the radio broadcast services and is responsible for the performance 
of any work functions or activities to carry out that program in accordance with 
applicable statutes, international agreements, rules and regulations, and policies 
of the Commission. Specifically, the Bureau examines applications in the radio 
broadcast services and makes recommendations to the Commission thereon, 
participates in hearings involving applications, rulemaking, and other matters, 
makes recommendations to the Commission concerning the promulgation of 
rules and standards, participates in international conferences, studies frequency 
requirements in the radio broadcast services, collaborates with Government and 
industry groups interested in problems of radio broadcast services, studies 
and establishes technical requirements on equipment in the radio brcadcast serv- 
ices (in accordance with standards established by the Commission’s chief engineer) 
and generally performs all other functions or activities essential to carrying out 
the above duties and responsibilities. The Broadcast Bureau includes the Office 
of the Chief, the Aural Facilities Division, the Television Facilities Division, the 
Renewal and Transfer Division, the Hearing Division, the Rules and Standards 
Division, and the License Division. 

The Office of Hearing Examiners consists of the examiners (and their clerical 
assistants) who devote a large portion of their time to presiding in formal public 
hearings involving broadcast applications designated by the Commission for 
hearing upon specified issues. It is the function of the examiners to receive appro- 
priate evidence and issue an initial decision upon the basis of such evidence. 

The Office of Opinions and Review consists of a number of professional em- 
ployees (legal, engineering, and accounting), together with necessary clerical aud 
stenographic assistants, who serve as aides to the Commission in the considera- 
tion of initial decisions of the examiners, the exceptions to such decisions, and other 
pleadings filed by parties to adjudicatory proceedings, and who prepare, pursuant 
to Commission direction, the final decisions and other documents necessary to 
dispose finally of applications and pleadings involved in adjudicatory proceedings. 
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The Dockets Division of the Office of the Secretary maintains the dockets for 
all hearing cases, notifies the parties of the date and place of hearing, and makes 
FS Segre for hearing rooms and court reporters in Washington and in the 

eld. 

It is the clear concept of the Communications Act that broadcasting should 
develop on a competitive business basis, recognizing certain important public 
interest obligations. Because of these public interest obligations and the technical 
engineering factors involved, regulatory requirements such as those set forth in 
the Communications Act and the Commission’s rules and policies are essential. 
But equally important to the growth and advancement of broadcasting as an 
industry is the requirement that regulatory authorities be in a position to act with 
sufficient dispatch to avoid becoming a roadblock to the introduction of compe- 
tition and new interests into the field. 

Congress has recognized this and has recently written into the Communications 
Act an explicit direction that the Commission so order its business as to act upon 
broadcast applications within 3 months from their filing if a hearing is not required, 
and to act upon applications which are the subject of hearing within 6 months 
after completion of the hearing record. We have, therefore, designed this budget 
proposal to permit the expeditious handling ot broadcast applications consistent 
with the policy considerations and requirement of law just described. 

In the field of television during 1953, the Commission directed particular effort 
toward action on pending applications for authority to construct new stations in 
order to further as much as possible the prospect of a nationwide television service. 
In addition to disposing of as many applications of a competitive nature as our 
relatively limited hearing personnel could handle, major effort was directed to the 
consideration and grant of those applications which were pending from qualified 
applicants and which were not in competition with other applications. 

As a resuli, during 1953 we disposed of 918 applications for new stations and 
major changes in stations without hearing, designated 161 applications for hearing, 
and disposed of 18 aprlications for new stations following hearing. In terms of 
net result we authorized the construction of 392 new television stations during 
1953, in addition to authorizing major improvements in many of the existing 
stations. 

By the end of 1953, we had pending before us only approximately 50 unprocessed 
applications which were not competitive with other applications, and it is our 
purpose in 1954 and 1955 to remain substantially current in handling such uncon- 
tested applications. At the end of 1953 we also had pending before us approxi- 
mately 462 applications which were competitive with other applications, i. e., 
each of these 462 applications sought the use of a channel which was also being 
sought by another applicant. A substantial number of the new applications filed 
during 1954 and 1955 will be competitive applications. Each of the applicants 
filing these competitive applications is entitled by law to a hearing on the basis 
of which the Commission will determine which of the competing applicants should 
be selected for grant of license. 

The major objective of the Commission in its consideration of television appli- 
cations during 1954 will be to provide for the hearings necessary to dispose sub- 
stantially of the large backlog of television applications involved in hearings. 
With this emphasis, we contemplate disposing of 374 applications in 1954 which 
have been designated for hearing. During 1955 we expect to dispose of an addi- 
tiona] 138 hearing applications, leaving in hearing at the end of 1955 only 124 
for new stations and major changes. 

f we are successful in accomplishing our objective we will end 1955 with the 
bulk of the exceptionally large number of applications filed immediately after the 
freeze disposed of—with the flow of applications for new facilities and major 
changes at a relatively stable point, with giant strides having been taken toward 
providing a sound framework system for a truly nationwide television service 
and its vast contribution to the economy of our country and to the fields of 
education, information, and entertainment. 

In the field of standard (AM) broadcasting during 1953 the receipt of applica- 
tions for new AM stations and for major changes in such stations increased 
substantially over the number received in 1952. We expect at least as many 
applications in 1954 and 1955 as we received in 1953. Our proposals in this 
budget are made with the objective already indicated of processing applications 
which do not have to be designated for hearing within a period of approximately 
3 months after filing, as contemplated by Congress in the Communications Act, 
and with the objective of reducing our hearing backlog considerably. 
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In the field of my ep 2 modulation (FM) broadcasting during 1953 both 
applications for new FM stations and applications for major changes in FM 
stations increased over 1952. We have proposed in this budget sufficient per- 
—— ry keep us reasonably current in the handling of FM applications as they 
are filed. 

In all of these fields we will also be faced with the necessity for handling appli- 
cations for renewal of outstanding authorizations, for transfer and assignment of 
such authorizations, for numerous minor changes, for experimental operation, etc. 
Our basic program for 1954 and 1955 is to remain reasonably current in the con- 
sideration of such applications. 

The sharp drop in requirements for 1955 is attributable directly to the fact 
that by 1955 we will have largely met the unusual workload burden which con- 
fronted us in 1953 and 1954 as a result of the lifting of the television ‘‘freeze.” 

The following tabulation shows the average employment devoted to broadcast 
activities during 1953 and our estimated requirements for 1954 and 1955. 


Average employment 


Actual, Estimate, Estimate, 
1953 1954 1955 


Broadcast activities. 185.3 261.8 188. 4 


Ill, SAFETY AND SPECIAL RADIO SERVICES 


This includes those activities necessary for the performance of the Commission’s 
responsibility with respect to licensing of stations for all purposes other than 
broadcast or common carrier service. The rules for these services provide for 
the use of radio by ships and marine shore stations, aircraft and aeronautical 
ground stations, public utility companies, railroad and bus operations, taxicabs, 
pipelines, State and municipal police and fire systems, general construction and 
industrial purposes, highway and bridge patrol, and many others. 

The development of radio services for such activities is a consequence of the 
stated purpose of the Communications Act of ‘promoting safety of life and prop- 
erty through the use of wire and radio communications,” and a directive to the 
Commission to ‘‘study new uses of radio * * * and generally encourage the larger 
and more effective use of radio in the public interest.”” As a result of this con- 
gressional policy the United States is further advanced than any other country in 
the extent to which radio is employed for the safety and economic welfare of its 
citizens. However, the big development in this field did not occur until after the 
last war, when it became obvious that technological progress, if properly applied, 
would permit a far greater use of radio by tre general public. The Commission 
conducted a general frequency allocation proceeding in the years 1945 and 1946 
which resulted in the adoption of rules to allot additional frequencies, liberalize 
existing services and to extend eligibility into the general fields of industry and 
commerce. The adaptation of radio techniques to industrial and transport 
operations has since developed rapidly and ranges all the way from the employ- 
ment of small portable equipment for the direction of warehouse crews or steam 
shovel operators to complete radio communication facilities and million dollar 
microwave systems for control of complex pipeline operations. 

The public acceptance of radio has been so great that in 1950 it necessitated a 
reorganization of personnel assigned to the work into a functional group. How- 
ever, the applications received and total number of stations licensed continued to 
increase at a rate which caused administration in this field to lag further and 
further behind. With respect to routine application processing, the increased 
productivity attained by personnel might have taken care of the situation had it 
not been for sharp reductions in employment. A considerable increase in funds 
available for staff in 1954 will reduce the backlog to normal and permit a reduction 
in staff in 1955. 

With regard to workload trends in this field, applications received increased 
from 86,628 in 1949 to 145,385 in 1954, and a further increase to 157,000 is anti- 
cipated for fiseal 1955. In the same period, the number of stations grew from 
143,083 in 1949 to 262,759 in 1954 and about 289,000 stations are anticipated by 
the end of 1955. While these growth trends were occuring, average employment 
declined from 153.2 in 1949 to 130.2 in 1954. 
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We are proposing, in 1955, to carry on the functions of the Bureau with an 
average staff of 120, which is about 8 percent less than the estimated average staff 
for the present fiscal year. This figure is considered to be the minimum with 
— we can expect to stay reasonably current in the essential functions of the 

ureau. 

Our ability to accomplish the essentials of regulation in this field with a minimal 
staff of 120 will depend upon further improvement in staff productivity during 
fiscal 1955. Such improvement may reasonably be anticipated, however, as the 
new personnel acquired during fiscal 1954 gain knowledge and experience in their 
positions. This factor will be offset to some extent, of course, by the anticipated 
increase in number of applications to be processed. 

In the field of planning and development of rules and policy, the Commission 
must be able to anticipate the communications requirements in a rapidly ex- 
panding field; this involves decisions and determinations which should only be 
made after thorough study and analysis of statistical, engineering, and legal 
factors. This study and analysis is not current in many fields, principally for 
two reasons: (a) the rapid expansion of the use of transmitters by individuals 
and business firms unfamiliar with the procedures and technical complications 
of radio communication, with the result that solution of current problems oc- 
cupied the technical staff to the exclusion of long-range planning; and (b) the 
numerically inadequate staff level which continued to descend until it reached a 
low point in fiscal 1953 that threatened collapse of the minimum regulation neces- 
sary to continue this type of use of radio frequencies. It is not easy to gage the 
technical staff required to carry out this area of the Bureau’s functions, but it is 
expected that the most pressing problems, and those with the greatest element of 
general public interest and necessity, will be met with the staff provided for in 
this budget. 

IV. FIELD ENGINEERING AND MONITORING 


After a grant is made, the Commission has the responsibility of determining 
whether the conditions of the authorization are being observed by the licensee. 
The principal instrument of the Commission in this function is the monitoring 
and enforcement system which is centralized in our field engineering and monitor- 
ing activities. This system is not designed or equipped to keep tabs on all of the 
hundreds of thousands of users of radio energy but it does do a sampling job and 
does exercise general surveillance of the radio spectrum. Its specific purposes 
are to prevent unlicensed use, determine whether licensees are operating in 
accordance with the technical requirements of their authorizations, and to track 
down causes of interference. This policing function must be operated with a 
reasonable degree of effectiveness if licensing and regulation are to mean anything. 

One of the biggest problems in radio utilization is interference. The basic 
reason for international agreements and rules is to reduce or eliminate interference 
among users. This is coupled with the goal of working into the limited spectrum 
as many uses and users as possible. 

The problems involved in this job are becoming more complex every day. 
Additional uses are being developed constantly. The number of users is increasing 
rapidly. New equipments and new capabilities are being made available to present 
and potential users. All these things have intensified the regulatory situation. 

The Commission is faced with especially grave problems arising from improper 
operation of many of the 38,000 licensed radiotelephone transmitters in the 
maritime service and of an unknown number of unlicensed radiotelephone trans- 
mitters on small boats operating in the 2 to 3 megacycle band. Conditions in 
this band have steadily deteriorated due, in a large part, to the constant attrition 
of the Commission’s field enforcement staff. One of the serious and immediate 
national problems results from spurious emissions radiated by these transmitters 
os on the assigned frequency 2738 kilocycles. The second harmonic of 
2738 kilocycles is causing harmful interference to the Atlantic City Convention 
aeronautical mobile frequency 5478.5 kilocycles which was activated by Aero- 
nautical Radio, Inc., for use over the route between New York and Texas. How- 
ever, so much interference was caused from the second harmonic radiation that 
ARINC was forced to return these route operations to the old Cairo frequency. 
This in turn blocks the implementation of two Atlantic City fixed frequencies 
which had been cleared for replacing two out-of-band fixed frequencies. This 
“chain reaction” in turn blocks other parts of the Geneva Extraordinary Admin- 
istrative Radio Conference program. It is pointed out that the existing cir- ~ 
cumstances relating to the 2F38 kilocycles second harmonic is only a beginning, 
inasmuch as there are 16 other instances wherein trouble is to be expected the 
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moment ships implement new 2 megacycle frequency assignments or the moment 
other services implement new frequency assignments which are subject to second 
harmonic interference from existing ship assignments. This is a most serious 
regulatory problem brought about by insufficient field personnel. Other pressin 
problems of equally serious consequence arise from the increasingly widened 
misuse of the worldwide radiotelephone distress frequency 2182 kilocycles, and 
unauthorized use of an frequencies for ship-to-ship use. 

The expanding use of radio frequency energy in industrial heating processes, 
in the field of medical diathermy and miscellaneous RF noncommunication type 
devices, coincident with the continued growth of television and other radio 
services, including such important applications as aircraft radio navigation aids, 
has resulted in a bad situation regarding interference from industrial, scientific, 
and medical (ISM) equipmcnt. 

Although the Commission’s rules required that all iadustrial heating and medical 
diathermy equipment be brought into compliance by July 1, 1953, cither restricting 
radiation to certain frequency bands or limiting it to certain values, many users 
of such equipment have failed to take any corrective action. Because of the very 
large amount of such equipment in use in an ever-expanding industry, the problems 
of insuring such compliance are of great magnitude and most difficult of solution. 

Criticism has been expressed by industry against the Commission for its failure 
to provide for an enforcement program which would result in more widespread 
compliance with the industrial, scientific, and medical rules. The Commission 
in answer thereto recently has held a conference with representatives of the 
electromedical manufacturers to explore this problem and, in addition, has 
embarked upon a program involving cease-and-desist actions against industrial 
heaters where it is possible to obtain sufficient evidence to support such action. 
However, personnel limitations greatly restrict the effectiveness of such efforts. 
Present personnel are only able to schedule investigations on a priority basis and 
little, if any, type of investigative program can be undertaken. 

Every effort will be put forth to obtain the cooperation of the manufacturers 
and the users through a program of education; however, if this proves ineffective 
the only solution will be to make additional personnel available for the early 
resolution of this major problem. 

The foregoing highlights some of the more pressing problems of enforcement, 
with which our field staff is concerned. The following paragraphs pinpoint 
specific duties and responsibilities: 

The Field Engineering and Monitoring Bureau is the enforcement arm of the 
Commission on matters of radio emissions. It is charged with monitoring 
inspecting, and investigating activities to iasure compliance with Commission’s 
regulations, the Communications Act, and applicable treaties. It renders 
emergency and special engineering service to the public; processes station applica- 
tions to determine compliance with the rules with regard to antenna location, 
marking, lighting, and height; it serves the public, radio stations, and Government 
agencies in the elimination of interference; it administers the operator rules and 
gives operator examinations and issues commercial radio operator licenses; it 
brings authoritative Commission representation within easy reach of licensees 
and the general public; it administers rules relating to medical and scientific 
apparatus of radio character; it is frequently approached by military and security 
pes mem reg for assistance on radio problems which no other agency is equipped 
to handle. 

The Field Engineering and Monitoring Bureau consists of— 


1 department office 2 ship offices 

9 regional managers’ offices ! 10 primary monitoring stations 
24 district offices 8 secondary monitoring stations 
6 suboffices 


The principal activities involved in carrying out their duties are grouped under 
the headings “Monitoring” and ‘‘Enforcement.”’ 

1. Monitoring.—Consists of observing and measuring the transmitted radio 
signal to determine whether operating procedures and technical signal character- 
istics are in accordance with the terms of the authorization. It is also the method 
by which the Commission locates clandestine and/or unlicensed station operation, 
distress signals, and spurious emissions (interference), and collects data on fre- 
quency usage to aid in international conferences, and domestic allocations, This 
general activity consists of the following subactivities: 


13 Regional Offices to be closed in fiscal 1954. 
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Cases are work assignments resulting from requests for monitoring action or 
the followup of discoveries of unlicensed operation or sources of interference to 
important communication networks. In a considerable measure, the number of 
cases received is not under control of the Commission since it depends upon the 
demand of the public, industry, other Government agencies. In 1953, 9,621 
interference and complaint cases were handled by the Bureau. An increase in 
- this workload is anticipated for 1954 and 1955 because of the increasing numbers 
of stations being authorized and placed in operation. 

Cruising is the name given to the monitoring process wherein a trained observer 
tunes through the radio spectrum with special receivers for the purpose of dis- 
covering violations of radio laws, regulations, or treaties, for instances of inter- 
ference that can be prevented before they cause trouble; or for unlicensed, illegal, 
or clandestine radio transmissions. It is through the cruising process that 
monitoring enforcement makes itself effective since the violator is never certain 
that his transmissions are not being intercepted and the resources of the law 
brought to bear upon him. Effective cruising is needed to provide monitoring 
data for the Commission, Office of Defense Mobilization (Interdepartment Radio 
Advisory Committee), and for the International Telecommunications Union 
(International Frequency Registration Board). 

Marine watch is a specialized form of monitoring to insure against interference 
on the distress frequencies and to insure that appropriate priority is given to 
distress traffic. ‘The results of these observations also serve to keep the Com- 
mission advised concerning the progress of marine radio and whether or not 
measures promulgated for safety purposes are effective. This type of monitoring 
pete will be staggered to provide the best possible coverage with the manpower 
available. 

Engineering measurements describes the process employing intricate and 
costly measurement devices for the purpose of ascertaining the frequency of a 
station, its bandwidth, its signal characteristics, any undesirable quality, all for 
determining compliance with technical regulations. Decrease is possible in this 
type of monitoring because of Commission encouragement of self-regulation within 
the licensed service. 

Communications are a necessary part of monitoring since coordinated moni- 
toring brings results which would be impossible of attainment otherwise. The 
continental primary monitoring stations are linked by a private line printer giving 
instantaneous communications with Washington headquarters. Secondary moni- 
toring stations and stations in Alaska and Hawaii are linked with the network by 
two net control stations—one at Livermore, Calif., and one at Laurel, Md. 
Through communication, the monitoring network is either brought to bear as a 
single unit upon a problem or the network may operate in 2, 3, or more segments, 
giving a flexibility that results in greater efficiency. Instantaneous alerts are 
necessary because a violator may enter and leave the air quickly. A light decrease 
from 1954 personnel estimates requires increases in efficiency to handle an expected 
increase in communication requirements. 

Direction finding is an adjunct to monitoring and is the only means by which 
illegal stations and other unidentified signals or sources of radio interference may 
be located. Asynchronized network of long-range direction finders feeds bearings 
into the Washington, D. C., plotting center where fixes are evaluated. Unlicensed 
and clandestine stations and sources of radio interference are located by these 
fixes to within a relatively small area enabling mobile units to determine the exact 
location. This is also the system used in plotting the location of lost aircraft and 
seacraft emergencies, and obtaining special data in connection with defense agency 
research projects, such as upper atmosphere weather balloon flights. 

Although there will be an overall increase in need for direction finding in 1955, 
no increase in personnel is being requested for this function. The workload will 
be handled by curtailing calibration check bearings and developing increased 
speed of operations. 

Engineering studies. The development and continued maintenance of an 
adequate system of monitoring stations capable of conducting successful long-range 
direction finding and enforcement of engineering standards requires the develop- 
ment of electronics equipment for our special monitoring requirements such as 
remotely operated long-range direction finders, the relocation of existing monitor- 
ing stations, and the recording of field intensities to provide the Commission with 
distance-coverage data necessary for frequency allocation and rule revisions. 

The following tabulation shows the average employment for the monitoring 
stations in 1953, 1954, and estimated for 1955: 


Average employment 


1953 actual | 1954 estimate | 1955 estimate 


Monitoring and engineering measurements... 98.0 109.7 107.9 

Total, monitoring stations... 131.0 144.8 143.0 


2. Enforcement.—This operation concerns in general the inspection, licensing, 
and investigative activity of the staff of field offices as explained under the fol- 
lowing subheadings: 

Ship inspections: The ship station inspection workload potential has increased 
steadily since shortly after World War II. Priority in ship inspections is given 
to compulsory ship stations—those stations required by law and treaty to be 
installed for safety purposes and to be periodically inspected and certificated. 
With the reduced manpower available for ship inspections, it is impossible to 
expend more than a token effort on the enforcement of law and regulations 
applicable to voluntary ship stations. Moreover, the overall ship-inspection 

rogram has been drastically curtailed in 1954. e have ceased inspections of 
oreign ships registered in non-Safety Convention countries and of United States 
voluntarily equipped ships. We have discontinued routine inspections of United 
States cargo ships and foreign convention-country passenger and cargo ships. 
Inspections of United States passenger ships have been curtailed to 1 detailed and 
1 routine per year. 

The following table shows the number of active United States ship stations in 
1953 and the estimated number for 1954 and 1955: 


1953 actual | 1954 estimate | 1955 estimate 


The planned reductions in the ship inspection program means a 50 percent re- 
duction in ship inspection personnel, from 40.3 average employment in 1953 to 
21.6 in 1954 and 20 in 1955. In 1953 there were 8,865 ship inspections completed. 
Estimates for 1954 and 1955 are 4,672 and 3,225 respectively. 

Land and aircraft station inspections: Engineers make representative inspec- 
tions of the equipment of non-Government land and aircraft radio stations. 
During inspections, antenna tower lighting and marking are checked, technical 
operation is observed, and records of past operation are reviewed to determine 
whether the stations comply with applicable treaties, laws, rules, regulations 
standards, and the terms of their operating authorizations. Because of the limited 
staff available for this activity, a further reduction in the number of inspections 
of all classes of land stations will occur in 1954. Also, the expansion of the various 
radio services in general, and the television broadcast service in particular, will 
reduce percentagewise the number of stations inspected. Such inspections as 
can be made will be limited to new and modified broadcast stations, new stations 
in the public safety and special radio services, stations with poor technical records, 
and stations that can be inspected with facility while an engineer is on operator 
examination or investigation trips. The following table shows the number of 
active land and aircraft stations, excluding amateur stations for 1953 and esti- 
mated for 1954 and 1955; and inspections completed: 


1953 actual | 1954 estimate | 1955 estimate 


Broadcast stations (all classes) ...................-..-.--.-..-- 15,474 1 6, 200 16, 900 
Other than broadcast and amateur-_._ -. 82, 919 99, 300 115, 700 
Total pes Cade 88, 393 105, 500 122, 600 

= 8,015 6, 600 6, 600 


1 Includes remote pickup (1,305 for 1953). 
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Radio operator examinations: Under the provisions of the Communications 
Act, licensed radio operators must, in general, be provided at licensed stations. 
Increased demand for radio operator licenses is expected in 1954 and 1955 as a 
result of growth in the number of stations and increased activity in the electronics 
industry. With only a few exceptions, all necessary examinations, precedent to 
licensing, are conducted by the engineering field offices. In addition, examination 

py _ graded and commercial operator licenses are issued by the engineering 

eld offices. 

In the commercial operator field certain changes in rules and further waiver of 
the operator license requirements during 1954 and particularly in 1955 is expected 
to reduce the demand for restricted radiotelephone operator permits. A program 
is underway to increase the scope of mail examinations in the amateur service and 
the utilization of volunteer examiners. This may reduce our workload consider- 
ably in 1955. 

Investigations: Unauthorized radio activity which, if uncontrolled, could 
result in a chaotic situation in the radio spectrum in addition to affording ideal 
coverage for subversive and other clandestine operations. Investigation of major 
violations of licensed stations is essential to carrying out the Commission’s 
responsibility for enforcement of the Communications Act. 

he growth of television naturally results in a corresponding increase in 
complaints of interference to TV reception as more persons acquire TV receivers. 
Interference from incidental radiation of radio frequency energy by industrial, 
scientific, and medical equipment, radiating receivers, and radiating community 
antenna systems, requires increasing attention. The problem of interference to 
air navigation aids, as indicated by urgent complaints by the CAA and the 
military, forewarns of the need for increased personnel. Additional personnel is 
not requested for 1955 although the present staff is insufficient to do more than 
most essential duties on a priority basis. 


Estimate 


1954 1955 


Investigative cases: 
(a) Interference 7 10, 847 11, 000 11, 600 
(6) Other than interference. 1 1, 098 1,1 1, 200 


8, 11, 945 12, 100 12, 800 
0, 1 21, 749 22, 000 23, 000 


1 A single interference source may result in several complaints. Many complaints are never investigated 
‘because of insufficient personnel. 


V. COMMON CARRIER ACTIVITIES 


The Commission’s common-carrier activities consist of the regulation of the 
rates and services of the telephone and telegraph companies that furnish inter- 
state and foreign communications services by wire and radio. 

The purpose of these activities, as expressed in section 1 of the Communi- 
cations Act, is ‘‘“* * * to make available, so far as possible, to all the people of 
the United States a rapid, efficient, nationwide and worldwide wire and radio 
communication service with adequate facilities at reasonable rates * * *” 
Thus, the Commission’s activities in the common-carrier field are designed to 
assure to the public adequate interstate and foreign communication services at 
reasonable rates. 

The public interest in these activities is immeasurable. The national defense 
as well as the economic and social life of the United States and, to a great extent, 
of the world are dependent upon our telephone and telegraph systems. In regu- 
lating the charges of communication carriers, the Commission can contribute 
much to the economic welfare of the public. A few cents difference in individual 
rates adds up to millions of dollars in the publie’s annual bill for communication 
services. During the calendar year 1952, the public paid over $4.5 billion for 
communications services to the more than 100 companies regulated by the Com- 
mission. Of this amount slightly more than $1.2 billion represented payments 
for interstate and foreign communication services which are subject to regulation ° 
by the Commission. 

Common-carrier workloads have been increasing for the past several years and 
show no signs of leveling off. In the field of telephone services, the increased 


Actual 
| 
Complains 1 
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workload is directly related to the expansion of communication facilities and 
traffic volumes. This expansion results in an increase in the workload of the Com- 
mission insofar as applications filed by the companies for authority to construct 
and operate new facilities are concerned. In the domestic telegraph field, on the 
other hand, the increased workload results at least in part from declining traffic 
volumes. ecause of such decline, the telegraph company has been filing an 
increasing number of applications for authority to reduce hours of service and to 
convert to more economical methods of providing service in various communities. 
In the international field, the increased workload results from a growing scarcity of 
appropriate frequencies and the problems arising out of the competitive situation. 

Another factor which has increased the workload in this field is the introduction 
of new types of facilities. The introduction of such facilities creates problems 
relating both to cost for service and the adequacy of such service. For example, 
in the telegraph field, there has been an increased use of facimile devices to pick up 
and deliver telegraph messages. At the same time, there has been an increase in 
the number of applications for authority to close branch telegraph offices in cer- 
tain cities because the majority of messages formerly handled through such branch 
offices are being handled by means of the above-mentioned facsimile devices. 
This method of handling messages is, of course, a revolutionary change from the 
long-est»blished and conventional method of handling of such messages by mes- 
senger from the branch offices. It is essential that the Commission conduct careful 
field investigetions to ascertain whether the new service arrangements adequately 
meet the needs of all of the telegraph-using public in such cities. 

There has been an increasing demand for the use of radio facilities for communi- 
eation both in existing services and for the introduction of new types of service. 
This creates serious problems in the already scarce frequency field. The intro- 
duction of new services, such as: Mobile telephone service, transmission of tele- 
vision programs between cities, community television antenna systems and inter- 
national TWX services, create new regulatory problems in both the service and 
rate fields. All of the foregoing give greater importance to studies to test the 
reason*bleness of construction costs and the accuracy of the accounting for plant. 
In addition, changing economic conditions affect costs for communication service 
and create additional regulatory work in the rate-level and rate-structure fields. 

There is outlined below the major problems in each of the three common carrier 
fields regulated by the Commission; i. e., (1) domestic telephone, (2) domestic 
telegraph, and (3) international telephone and telegraph. 

(1) Domestic telephone.—In view of an unprecedented demand for telephone 
service since the end of World War II, the telephone industry as a whole, and 
the Bell System in particular, continues to expand at an accelerated pace. The 
amount expended to install additional facilities in the last 7 years is greater than 
the total investment in telephone plant facilities at the end of World War II. 
Although this expansion from interstate and foreign communication services 
continues, there has been a gradual decline in the level of earnings for these 
services because of increases in operating expenses and because ot plant additions 
made at inflationary costs. In view of the above, the Commission’s regulatory 
problems have become increasingly complex and its workload has increased. 
Some of the problems illustrating this increased workload are discussed below. 

Although the Commission, in view of the earnings experience, has permitted 
the Bell System companies to increase their rates for interstate services by 
approximately $73 million annually, current developments indicate the need for 
continuing studies so that the Commission may be in a position to act promptly 
on any rate problems which may arise. The first of these developments relates 
to continuing increases in operating expenses and the high cost of additions now 
being made to plant. The second relates to attempts to resolve existing dis- 
parities between rates for interstate and intrastate toll service. 

Considerable pressure is being exerted upon the Commission to revise the 
procedures now in effect for the allocation of plant investment, revenues and 
operating expenses between interstate and intrastate operations. The Com- 
mission now has this matter under consideration and the staff will be required to 
devote considerable time and effort to conduct studies and develop data required 
in this connection. Changes in these procedures will bring the matter of the 
adequacy of interstate earnings to a sharper focus with a resultant increase in the 
workload of the Commission. 

The Commission has a mandate under the Communications Act to prescribe 
depreciation rates for all telephone companies subject to its jurisdiction. The 
initial program under this mandate has been carried out with respect to most 
companies of the Bell System. This work has resulted in reduced depreciation 
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charges of Bell companies by an annual amount in excess of $30 million, which 
represents a saving to the public. ‘The program must be continued insofar as 
the independent telephone companies subject to the act and remaining Bell 
companies are concerned. In addition, since continual changes which oecur in 
the character and use of telephone plant affect depreciation rates, it has been 
found necessary to review service lives and other factors underlying prescribed 
depreciation rates of each telephone company at least once every 3 years and to 
make such revisions in the rates as appear justified by changed conditions. 

The growth of the telephone industry and introduction of new types of f cilities 
have increased the Commission’s workload in processing of applicstions for 
authority to construct additional plant facilities. These applicetions relate to 
both wire and radio facilities. In the radio field, they involve the complex con- 
siderations affecting installation of the various fixed and mobile radio focilities. 
Activities in the radio field particularly require continuous coordinstion and study 
of frequency utilization and allocation, as well as formulation and implementation 
of appropriate rules and regulations. Conflicts, resulting from competitive re- 
quests to use identical frequency assignments, necessitste the holding of a sub- 
stantial number of comparetive hearings. This same growth makes it imperative 
that accounts and accounting practices of telephone companies be examined at 
reasonably frequent intervals. 

(2) Domestic telegraph—The future of Western Union, the domestic telegraph 
carrier, is most uncertain. It faces growing competition from toll telephone 
service as well as the telegraph services provided by the telephone companies. 
The volume of message telegraph business is declining, partly 2s a result of the 
switch to private-line telegraph facilities by Government agencies and other large 
users. As a solution to its problem, Western Union has advoceted that the 
Government adopt a national telegraph policy whereby all telegraph service 
would be provided by one company, thereby eliminating the alleged crippling 
competition offered by the telephone companies. Under such a policy, Western 
Union would propose (1) to acquire the combined netionwide telegr.ph services 
of the Bell System companies that produced revenues of $67 million in 1952, 
(2) to substitute Western Union services and facilities for those now used by the 
Federal Government in operating its own telegraph networks, and (3) to acquire 
and operate the facilities of the several cable and radio companies now furnishing 
international and marine telegraph services. 

The kind of investigation that should be made by this Commission to explore 
and develop factual informetion regarding Western Union’s proposals so as to 
enable it to present a considered recommendation to the Congress would require 
considerably more staff than will be available. All that can be expected regarding 
this critical problem with the staff requested herein is a brief survey of the most 
important shneae of the problem. 

e acquisition by Western Union of Bell’s telegraph business, further increase 
in the costs of doing business, or a decline in business activity would undoubtedly 
involve changes in telegraph rates. The expeditious handling of rate matters 
requires the Commission to have continually available a well-trained staff. The 
efforts of Western Union to effect economies in its operation necessarily have 
impacts on speed and availability of service which the Commission should be in 
a _— to determine and evaluate in the interest of adequate service to the 

ublic. 

" (3) International telephone and telegraph.—The major regulatory problems in 
the field of international communications result from the sensitivity of the volume 
of traffic to the status of international relations and foreign trade, the distinctly 
different conditions encountered by the individual companies in a highly com- 
petitive industry, and the demand for additional radio frequencies in the face 
of a growing scarcity of frequencies suitable for long distance communication. 
The earnings history of the international telegraph carriers for the past 20 years 
has been one of feast and famine. For example, in a 3-year period, it was neces- 
sary for this Commission to permit 4 separate increases in rates shortly after the 
earnings of the carriers had n the basis for substantial rate decreases. 

The Congress has been studying the problem of the merger of international 
telegraph carriers for more than 20 years but has not yet enacted legislation to 
that end. Currently, the feasibility of merger is again being considered under 
the auspices of the Senate Committee on Interstate and Foreign Commerce. In 
order to be in a position to evaluate the considerations for and against merger, . 
it is necessary for the Commission to maintain on a continuing basis numerous 
studies with respect to all phases of this matter. 
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Pursuant to the terms of international agreements, various nations of the 
world, including the United States, are committed to do their utmost to bring 
the international carriers’ use of radio frequencies within specified band ranges. 
Activity along these lines requires continuous study and monitoring of available 
spectrum space. 

There are also certain important and subsidiary problems in this field relating 
to the international formula, the divestment by Western Union of its international 
cable system, and the modernization of rules pertaining to international com- 
munication companies, which are set forth more fully in the presentation for the 
international telephone and telegraph. 

In contrast to the growing workload, the Commission’s common carrier activ- 
ities have suffered severe cuts in personnel during the past 4 years, the budget 
having provided for an average employment of 161.4 in 1950, 147.6 in 1951, 122.5 
in 1952, and 107.9 for 1953. The allocation for 1954 will provide an average 
employment of only 114.1. In contrast to these reductions in staff, the industry 
regulated is continuing to grow and the problems of regulation are becoming 
more numerous and more complex. 

Continued severe cuts in personnel have resulted in a growing backlog of 
regulatory hp age as shown in the detailed portion of this presentation, and 
have brought the personnel below the level necessary to handle the workload. 
The Commission has organized its staff to operate more efficiently and has exten- 
sively eliminated or streamlined reporting and application requirements on car- 
riers. Rules and processing activities have been changed to reduce routine 
activities. Compilation of data and development of information is required from 
carriers whenever feasible to reduce staffing requirements. These improvements 
have not been enough to cope with the growing regulatory problems. 

This provers budget would provide for an average employment of 113 for 
1955. It represents our determination of the staff that is needed to meet only 
bare essentials under the Communications Act rather than the staff that would. 
be required to initiate action on major regulatory problems. 

Cost of common carrier regulation. Provision for an average employment of 
113 in common carrier activities for 1955 would cost the public $711,000 for 
regulation of interstate and foreign communication services. The public is now 
paying the companies regulated by the Commission more than $1 Billion a year 
for these services; 


VI. EXECUTIVE, STAFF, AND SERVICE ACTIVITIES 


This section includes the adjudicatory, top policymaking, and decisionmaking 
functions for the activities presented in sections 1-V. It also includes the pro- 
fessional staff advisory groups and the central administrative activities of the. 
Commission—budget, organization and methods, personnel, and service. 

1. Office of Commissioners.—This budget provides for the attorney, engineer, 
and secretary or confidential assistant contemplated by the most recent amend- 
ments to the Communications Act, plus the clerical personnel required to perform 
the large volume of work carried on in these offices. The professional staff are. 
required to provide each Commissioner with high-level advice and assistance on. 
rulemaking, acting on licenses, decisions in hearing cases, and the other matters 
coming before the Commission. The slight increase in average employment will 
result from shorter delays in filling positions as they become vacant. 

2. Office of Reports and Information.—This office prepares and releases public 
announcements of official Commission actions, acts as central contact point for 
industry and public seeking information, releases formal orders, decisions, opinions,, 
and rules. No increase in this minimum staff is requested for 1955. 

3. Office of Administration —The four divisions of this Office report to the 
Executive Officer who in turn serves as staff to the Chairman on various ad-. 
ministrative matters. These activities, which are common to all Federal agencies, 
may be described briefly as follows: 

(a) Budget and Fiscal Division prepares and recommends budget estimates 
and allotments, performs auditing, payroll, and fiscal accounting functions, and 
prepares financial and workload 

(b) Organization and Methods Division conducts organization and procedure 
studies, records management and forms control programs, recommends allocation 
of s », and develops and coordinates system of issuances and manuals. 

a Personnel Division performs recruitment, promotion, position classification, 


employee relations, training, and personnel records activities. 

(d) Administrative Services Division includes procurement of supplies and 
material, maintenance of property records, duplicating and tabulating functions, 
and provides telephone service. 
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Every effort has been devoted in recent years to increasing the efficiency and 
decreasing the staff of these units. A further reduction is estimated for 1955. 
The average employment for the Office of Administration has been reduced from 
86.9 in 1953 to 83.6 in 1954, and is estimated at 80.6 for 1955. 

4. Office of Chief Engineer.—Most of the activity and manpower of this unit 
are covered in part I—Applied Technical Research and Frequency Allocation. 
The Chief Engineer provides solutions to engineering problems on which the 
Commission can base its highest level policies and most important decisions. A 
very small reduction in average employment is estimated for 1955. 

5. Office of the General Counsel.—This Office is responsible for litigation, drafting, 
and commenting on proposed legislation, promulgation of general and procedural 
rules, and serves as chief legal adviser to the Commission and its various organiza- 
tional units. The only significant increase anticipated is in litigation and results 
from new amendments to the Communications Act and TV matters. 

6. Office of the Chief Accountant.—The Office of the Chief Accountant is respon- 
sible for developing the accounting principles to be observed by the communica- 
tions companies subject to the Commission’s jurisdiction and for formulating 
appropriate rules and regulations with respect thereto. This Office also provides 
expert assistance to the Commission and its respective bureaus on economic and 
statistical matters. An estimated average employment of 19.0 will be required 
in 1955 to dispose of the most urgent problems as compared with the 19.7 available 
in 1954. 

7. Office of the Secretary.—The Secretary of the Commission is the custodian of 
official Commission records; prepares official records of actions taken by the 
Commission; signs all orders, permits, licenses, or other instruments of authoriza- 
tion made, issued, or granted by the Commission; and is responsible for the follow- 
ing divisions: Library. Dockets, Minutes, International Telecommunications 
Settlements, Mail and Files, Messenger, and Technical Assistance (Point 4). 

It is estimated that the average employment of this Office will reduce from 
62.3 in 1954 to 60.2 in 1955. 


VII. OTHER OBLIGATIONS 


This section of our budget request covers our estimate of costs for items other 
than personal services. he requested amount for 1955 is $656,900 as compared 
with $763,602 appropriated for 1954. This estimate includes a reduction in 
practically every object classification. The only increase, which is in ‘‘Com- 
munications services,’ results from the recent legislation which requires that we 
reimburse the Post Office Department for mail service. 

The following schedules set forth the distribution of nonpersonal services, 
actual obligations for 1953, and estimates for 1954 and 1955 by object class and 
by major activities. 


1953 actual | 1954 estimate | 1955 estimate 


OBJECT CLASS 

Transportation of things 

Communications services 

Printing and reproduction __- 

Other contractual services 

Supplies and materials __- 

Equipment 

Land and structures 


8 


. Applied technical research and frequency allocation 
I. Broadcast: 
Non-T 
V acti 


s 


531, 573 763, 602 656, 900, 


1 Includes $3,761, $5,300, and $4,900 for 1953, 1954, and 1955, respectively, for reimbursements from non- 
Federal sources. 


$66, 000 

19, 000 

173, 000 

52, 000 

31,000 

148, 500 

135, 000 

126, 102 

13, 000 

531, 573 | 763, 602 = 
BY ACTIVITY 

18, 682 53, 785 
ee 22, 585 | 30, 900 

eames 27, 724 | 64, 138 

III. Safety and special radio services.................-.------- 24,151 45,749 
IV. Field engineering and monitoring. 338, 181 424, 360 
| 19, 579 | 25, 895 
VI. Execative, staff and service. -...............-.----------- 80, 671 | 118, 775 | 
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02 Travel.—The $65,000 requested for 1955 represents a very slight reduction 
below our estimated requirements for 1954. No unusual situation is anticipated 
which would require any significant increase or decrease. We propose, therefore, 
to continue our tight travel policy with a view to achieving a slight reduction. 

03 Transportation of things.—Our estimate of $15,000 is $4,000 below estimated 
expenditures for this item during 1954. This saving will result from a decrease 
in the number of transferred employees for whom household goods must be shipped. 

O4 Communications services.—A requirement of $174,000 is estimated. The 
increase of $1,000 in this item is the only increase requested. This stems from 
the recent legislation requiring payment for mailing privileges. Most of this 
large, unanticipated item has been absorbed, but we are unable to absorb all of it. 

05 Rents and utilities —These costs are fairly well fixed. Our estimate there- 
fore remains at $52,000. 

06 ~=Printing and reproduction.—This request of $29,000 is a $2,000 reduction 
below our estimated requirement for 1954. It is our intention to continue our 
very tight policy on printing and thereby accomplish this saving. 

07 ~=Other contractual services —Our request for this item is $94,000 as compared 
with the $148,500 required in 1954. The $148,500 in 1954 includes $83,950 for 
security investigations which will be reduced considerably this year. We will 
have one new item of $18,200 for the relocation of our Alaska monitoring station. 
Other costs for contractual services will remain about the same. 

08 Supplies and materials.—A reduction from $135,000 to $115,000 is esti- 
mated for supplies and materials. The reduction will be made in duplicating and 
general office supplies. This will be possible because of the reduced staff proposed. 

09 Equipment.—The amount requested is $108,900, or about $17,200 less 
than 1954. In view of the reduced staff budgeted for 1955 we should be able to 
reduce our furniture and fixture requirements by $25,000. This saving will be 
offset slightly by increased requirements for technical equipment for our laboratory 
to test the proposed NTSC TV color system. 

10 Land and structures—A total of $4,000 is requested. Three thousand 
dollars is necessary for the purchase of 35 acres of land adjoining the Government- 
owned property on which our Spokane monitoring station is located. Our re- 
motely operated long-range direction finder is located on the adjoining land which 
is now rented for $200 per year. This purchase should be made to insure our con- 
trol of this property. 

The additional $1,000 will be required for a new foundation and floor for the 
San building which will be moved from Fort Richardson to Point Campbell, 

aska, 


Taste A.—Summary of requirements for personal services and “‘other objects,” by 


activity 
1953 actual 1954 estimate 1955 estimate 
Activity Average Average Average 
employ-| Amount |employ-| Amount | employ-| Amount 
ment ment ment 
I. APPLIED TECHNICAL RESEARCH AND 
FREQUENCY ALLOCATION 
A. services: 
echnical research............... 15.0 | $101,628 17.5 | $118,395 7.5 | $119, 640 
2 ireaniias allocation and treaty -_- 29.2 158, 295 28.7 164, 585 28.7 166, 518 
cane 14.4 13.8 87, 159 3.8 7, 842 
otal....... 58.6 346, 319 60.0 370, 139 60.0 374, 000 
tal, personal services........... 80.8 503, 336 83.3 542, 434 60.0 374, 000 
B. ‘Other objects”. 18, 682 |......... 50, 956 
Total, obligations. 622,026 |......... 596, 219 |......... 424, 956 
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Taste A.—Summary of requirements for personal services and “other objects,’ by 
activity— Continued 


1953 actual 1955 estimate 


Activity Average ! Average 


employ- employ-| Amount 
ment ment 


Il, RROADCAST 


A. Personal services: 
1. Television: 


Hearing examiners. 
Opinions and review 


Broadcast Bureau 
Hearing examiners 
Opinions and review 


Dockets 


4. Ausiliary, experimental, cevel- 
opmental, etc.: Broa:tcast 
Bureau, total 


1, 085, 971 
5, 662 


Total, personal services k 1, 091, 633 
B, “Other objects” 50, 309 


Total, obligations 1, 141, 942 


Il. SAFETY AND SPECIAL RADIO SERVICES 


A. Personal services: 


. Industry and commerce 
. Authorization 


Total, Bureau 
. Hearings (examiners) -_-_- 
. Dockets 


~ 


wee | | 
& 


14, 775 |------ 


Total, personal services . 595, 069 
. “Other objects’ 24, 151 45, 749 


Total, obligations... 619, 220 |..-..----] 768,191 


IV, FIELD ENGINEERING AND MONITORING 


A. Personal services: 
1. Departmental... 
2. Monitoring (field) 

£3. Enforcement (field) 


1, personal services 
“Other Objects” 


Total, obligations 


67.4. | $390, 645 $548, 525 61.9 | $380,099 
as Pe 80, 158 161, 640 11.8 82, 753 
SRA Ae 2.9 19, 230 103, 498 8.5 58, 760 
pe ee ee 4.5 16, 195 25. 586 5.9 21, 494 
Total, 867] 806,228] I 839, 249 88.1 | 543, 106 
2. AM; 
68.4 | 396, 442 5 | 493,090 71.2] 435,905 
) Saami oe 7.8 52, 545 1 49, 250 7.1 49, 794 
bwaene in 6.9 45, 757 0 30, 983 5.0 34, 565 
2.2 7, 920 2 7, 710 2.2 8,013 
Total, 85.3 | 502,664} .101.8| 581,033 85.5 | 528,277 
8.8 51, 001 10.0 56, 420 9.1 55, 716 
4.5 26, 078 5.7 32, 154 5.7 34, 901 
| | 1-508, | 188.4 | 1.162, 000 
263.1 | 1,513,856 | 188.4 | 1,162, 000 
160 
ee ea 1, 608, 894 240 1, 231, 190 
67, 200 
3. Marine 76, 305 
4. Public safety and amateur-_-__-__-- 61, 455 
5 | 71,748 
6 cae | 305, 424 
7 7,013 
8 3, 643 
| 671, 000 
711,490 
55.8 | 303, 690 57.1 | 314,000 55.2 | 300,835 
181.0} 708,662 | 144.8] 780,000} 143.0| 773,935 
182.5 | 996,388 | 153.1 | 834,077} 144.7] 805, 230 
'E Total. 90013 | 2,008,740 358.0 1, 928, 077 | 342.9 | 1,880, 000 
---..----| 385.3 | 2,095,384 | 376.7 | 2,033,677 | 342.9 | 1,880,000 
B 388,181 424, 360 378, 480 
|__| 2,493,565 | 2, 458,097 2, 288, 430 
41872—54—pt. 1——_27 
7 


Taste A.—Summary of requirements for 
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personal services and “other objects,’’ by 


1953 actual 1954 estimate 1955 estimate 
Activity Average Average Av 
employ-| Amount |employ-| Amount |employ-| Amount 
ment ment ment 
Vv. COMMON CARRIER 
A. Personal services: 
telephone communica- 
) Rate regulation __........ 44.6 | $28%, 884 46.0 | $287,235 46.0 | $289, 436 
b) ice regulation.._..... 12.3 78, 291 13.0 81,175 13.0 81, 797 
Total 362, 175 59.0 368, 410 59.0 371, 233 
2. telegraph communica- 
a) Rate regulation.......... 9.8 62, 378 10.0 62, 443 9.5 59, 775 
6) Service regulation... .... 13.4 85, 293 15.0 93, 664 15.0 381 
di 23.2 147, 671 25.0 156, 107 24.5 154, 156 
3. 
lation .........- 9.2 58, 559 10.0 62, 443 10.0 62, 921 
Service 9.7 61, 742 11.2 69, 936 10.5 66, 067 
| 18.9 120, 301 21.2 132, 379 20.5 128, 988 
4. Statistics. 3.7 23, 551 3.7 23, 104 3.7 25, 281 
102.7 658, 698 108.9 680, 000 107.7 677, 658 
5. Hearings (examiners) -........... 3.0 20, 212 3.0 20, 819 3.0 21.010 
6. Hearings (opinions ~~ review) ._ 1.2 7, 957 1.2 , 436 1.2 8, 295 
1.0 3, 599 1.0 3, 505 1.1 4, 007 
CE ee 107.9 685, 466 114.1 711, 760 113.0 711, 000 
Total, personal services..........- 108. 2 687, 866 114.1 711, 760 113.0 711, 000 
Total, obligations... 707, 445 737, 655 |..-....-- 734, 740 
VI. EXECUTIVE, STAFF, AND SERVICE 
A. Personal services: 
1. Office of Commissioners... .___.- 36.7 274, 407 46.5 371, 255 48.0 374, 575 
2. Office of Reports arfd Informa- 
den 4.0 24, 4.0 25, 120 4.0 25, 
3. Office of Administration... ...__. 86.9 375, 193 83.6 375, 2°4 80.6 367, 104 
4. Office of Chief Engineer_......_- 5.3 43, 150 5.9 54, 040 5.5 42, 499 
5. Office of General Counsel_______- 14.8 95, 16.4 107, 260 17.5 119, 403 
6. Office of Chief Accountant -_.____ 178 123, 731 19.7 133, 790 19.0 130, 853 
. Office of Secretary. .............. 46.3 187, 159 46.8 192, 675 46.0 190, 098 
211.8 | 1,124,080 222.9 | 1,250, 424 220.6 | 1,250,000 
Working funds: 
Office of Administration 2.5 10, 150 4.5 
Office of Secretary... 4.7 19, 820 4.0 
Total, working 9.0 42, 563 8.5 
, personal services. ___--- 220.8 | 1,166, 643 231.4 | 1,286, 985 
Total 1,247,314 |......... 1, 405, 760 
Total, personal services...................- 5, 830, 870 | 1,146.0 | 6, 491, 698 
Total, ‘other objects 763, 602 
Total, direct obligations. . 6, 362, 443 |......... 7, 255, 300 
Total, working funds... 309, 061 54.8 319, 456 
Total, obligations...............-.... 6, 671, 504 | 1,200.8 | 7,574, 756 
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Mr. Hype. I believe those documents already referred to will give 
you a fair résumé of our budget, but I should like to add just a few 
more words concerning the budget approach. 

This budget is submitted for the purpose of providing funds to per- 
form the tasks assigned to the Commission by law. We believe it is 
a fair statement of what would be required to carry out our duties 
imposed by law and we think we have not included any duties and 
have not asked for any funds which are not necessary to the adminis- 
tration of the act. b 

We hope our performance, which I anticipate may be examined a 
bit, will give you assurance that you can depend upon this presen- 
tation as a presentation of necessary funds and that you won’t feel 
under any necessity of suggesting ciminations. We think we have 
eliminated all unnecessary activities. 


ELIMINATION OF ESTIMATES FOR INTERDEPARTMENTAL RADIO ADVISORY 
COMMITTEE 


Mr. Purturps. Referring to the table on page 27 and to the figure 
of $6,704,900, where did you eliminate the amount of $5,600? 
Mr. Hyper. That money is eliminated by reason of the fact we had 
budgeted for the Interdepartmental Radio Advisory Committee, and 
rovision has been made for that organization separately from our 
ag That is a change that was directed by the Budget Bureau. 
r. Parties. Where would it appear under “Executive, staff, and 
services?” 
Mr. Cox. This table A you are looking at shows the detailed 
breakdown of personal services. 
Mr. Puruures. This is only personal services? 
Mr. Cox. Down to the last line, the third from the last figure 
in that table on page 27, “Total, other objects, $656,900.” 
Mr. Puttures. It is deducted there? 
Mr. Cox. Yes, sir. 
NUMBER OF PERSONNEL 


. Patties. What is the number of your employees as of now? 

. Cox. 1,129 as of today. 

. Puruuies. And you are authorized 1,146. 

. Cox. Yes, sir. That’s our estimate. 

. Putiures. Last year you had 1,035. 

. Hype. That is correct. 

. Parmuips. Next year you want 1,046 employees. Does the 

include any additional personnel that you may need in this 
new work? 

Mr. Hype. No. : 

Mr. Putuures. How many additional employees do you anticipate? 

Mr. Hyps. The number, I believe, is 144. 

Mr. Cox. That is on an annual basis. The average in the first 
year would be 90.5. 

Mr. Puiturps. This would be a good time for me to clear up one 
point as to just what you mean in this new statement. Take page 
19, for example, of the addendum. You show personal services for 
the first year of $425,000 and then penae $670,000. Do you mean 
_ is the amount you would anticipate if it were put on an annual 

asis? 
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Mr. Hype. That is right. It will take some time to recruit and 
organize this operation. 

Mr. Puruuips. Is the $425,000 translated into a 12-months period 
represented by the $670,000, or is the amount you get for this year 
plus the additional work next year $670,000? 

Mr. Cox. No, sir. 

Mr. Puaruurps. That is just the translation of the partial year into 
a full year? 

Mr. Cox. Yes, sir. 

Mr. Putiuies. Do you wish to say anything more? 

Mr. Hype. Yes; I want to call attention to the fact that the Com- 
mission’s budget for its normal operations, excluding the frequency 
usage monitoring project, is substantially lower than last year, and 
also I want to mention that we anticipate a very substantial saving 
in the funds allotted to us for the current year in the 1954 budget. 


ELIMINATION OF BACKLOGS 


As you mentioned, Congress, aware of the backlogs that were ac- 
cumulated, particularly in the television field and in the field described 
as Safety and Special Services, appropriated $300,000 additional for 
broadcasting, and $120,000 for Safety and Special Services. 

Mr. $120,313. 

Mr. Hypr. These appropriations were designed to eliminate back- 
logs. I would be very much embarrassed now if we still had the 
backlogs because a substantial part of the money provided by Con- 
gress to eliminate them has not been used. 

IT am pleased to report that we have substantially eliminated the 
backlogs in Safety and Special Services, where we had at that time a 
backlog of 20,000 applications waiting to be processed, and where the 
applicants suffered troublesome delays in obtaining action. We are 
now current, but we do have a file of about 4,800 applications; 800, 
however, are prematurely filed applications for renewal of licenses. 
They are premature because the act prohibits the issuance of a renewal 
license more than 30 days before the expiration of the license. Con- 
sequently, it would not be lawful for us to act on those applications. 

he remaining 4,000 in that backlog is the amount we would have 
under any normal processing. They will include a few applications 
that are not consistent with the rules and policies and which are not 
immediately determinable until certain policy questions can be 
resolved. But the great bulk of them are just the normal accumula- 
tion we have on hand, even though we are moving them at a very 
rapid rate. 

RATE OF PROCESSING CASES 


I would like to give some specific figures on the rate of processin 
in that service. I have some comparative figures which I think wi 
be of interest to the committee. 

In June 1953, it took 14 days to act upon an application for an 
aircraft license. For the Aeronautical Service, the time went up as 
high as 40 days. An applicant applying for an amateur license could 
expect action in 63 days. 

r. Patties. What was the first? 
Mr. Hype. The first was private aircraft. 
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Mr. Puituirs. There ought not to be any delay on that. 

Mr. Hype. There ought not to be; no. In the Industrial Service, 
the delay was 66 days. That kind of delay just deprives the applicant 
of the use of radio for the time it takes to get around to him. It also 
adds to our work, because the applicant urgently needing the service 
would undertake a program designed to get prompt service. He 
might write his Congressman and the Congressman would write us. 
Naturally we want to explain to the applicant and the Congressman 
what the situation is, but to give those explanations takes time and 
it is an explanation that is not necessary if your work is current and, 
of course, we want to have it that way. 

Mr. Puruutrs. This has reference to Special Service? 

Mr. Hyon. It does and has reference to June 1953. At that time 
ame a recognized the situation and undertook to provide additional 
unds. 


In connection with ship licenses, the delays were 45 days; coastal 
stations, 35 days; public safety, which is police service and fire service, 
the delays were 42 days. 

I am very proud of the fact we have reduced these delays to figures 
like these: In connection with amateur service, 4 days. It takes 
about that long to go through the mechanics of handling the papers. 
On private aircraft, you mentioned there should not be any delay, and 
there we issue in 1 day; other aeronautical, 11 days. 

Perhaps I should read this whole schedule in order to have compara- 
tive figures for the record: Private aircraft, 1 day; other aeronautical, 
11 days; amateur, 4; disaster, 14; industrial service, 3; land transpor- 
tation, 7; ship stations, 9; coastal stations, 7; public safety, 8. 

That, I think, gives you the comparison. 

Mr. Yares. Is this the average time of processing mt. gmaermn 

Mr. Hype. Yes, sir; that is the average time after the application 
is presented in accordance with Commission rules. And the great 
. k of them, of course, are. I think that indicates we are on a current 

asis. 
NEED FOR NUMBER OF PERSONNEL 


Now I want to add quickly this thought, that our duties there in our 
distribution of work is on such a fine balance that the loss of just a 
few important staff members could be critical. Also we recognize the 
need for additional work in the field of policymaking, in the field of 
further developing our regulations and our work designed to facilitate 
the use of radio in various industrial applications. We need every 
man we have asked for, for two general reasons: one, to prevent a 
new backlog from accumulating and to make it possible for us to do 
the necessary planning to facilitate the use of radio. 

Mr. Putuurps. You had a very large backlog in the normal broad- 
casting line. Where are you now? 

Mr. Hyps. We have made distinct progress there. 

Would you mind if I just said 1 or 2 more things about safety and 
special services, and then answer your question about the broadcast 
service? 

We had 102 staff members assigned to safety and special services 
when these large backlogs accumulated. We now have 128 on dut 
in that field. e are asking for 120 in the new budget. I think it 
is most important that we have every one of those 120. I am satisfied 
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that with a continued diligent effort on our part we can maintain 
that service on a current basis and also do some needed planning. 


ALLOCATION OF TELEVISION CHANNELS 


Now you asked me about broadcast services where we likewise had 
a tremendous backlog. The backlog in broadcast services was par- 
ticularly conspicuous in the television field. The Commission in 
September of 1948, as you will recall, found it necessary to suspend 
licensing of new TV stations, or suspend applications for license for 
new TV stations and to reexamine its allocation plan. The Com- 
mission had attempted to provide for television service on 12 VHF 
channels. In endeavoring to do that, it had placed stations on the 
channels with geographical separations which were later determined 
to be inadequate. The Commission did act upon the best informa- 
tion available at the time and it did take into consideration the advice 
of the industry; but soon after operations of the stations started it 
became apparent that very substantial interference would be suf- 
fered if stations attempted to operate with separations of the order 
of 100 miles or even 120 miles. This was demouastrated very con- 
spicuously when the stations in Cleveland and Detroit experienced 
interference. 

The Commission, faced with the necessity of providing better geo- 

phical separations or other means to minimize interference and 
aced with the necessity of finding additional channels in order that 
we would have enough station users to provide competitive service, 
opened up ultra-high frequencies for commercial television use. In 
opening this new field, or going into the new frontier, the Commission 
found it appropriate to consider the matter of color standards. It 
seemed appropriate before new channels would be established that 
consideration should be given as to whether color could be accom- 
modated within the channels then to be established, and there was 
considerable rulemaking proceedings having to do with color, which 
I think is a matter of pretty general knowledge now. 

Having disposed of the color matter and getting back to this alloca- 
tion procedure 

Mr. Puiuups. You have not disposed of that color matter until 
you tell us what the problem will be in the next 12 months before we 
see Vie: again, and what effect it will have upon your operations. 

r. Hypx. I shall mention that. Perhaps you would want me to 
give you the chronology on this allocation procedure. I will do that. 

The Commission adopted color standards. I think that decision 
was released in 1950. There were petitions for rehearing and litiga- 
tion. Those color standards contemplated the use of what was known 
as field sequential standards. The new television allocation plan was 
finally adopted and announced in April of 1952. It provided for 
wider separations between stations and provided for some 70 addi- 
tional channels. The number of station assignments, or the potential 
in terms of station assignments, was between 1,900 and 2,000 stations 
to be located in some 1,200 communities. 

Having made this allocation by rulemaking and established the 
engineering plan for a national television service, the Commission 
was in position in July of 1952 to begin the processing of applications. 
By reason of this substantial delay when the Commission was not 
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poeceeaieg applications, there was an accumulation of interest, a 
uildup m demand for television service. The 108 stations which 
had been authorized before the suspension of processing had developed 
ublic interest in this service. Although beginning slowly, it had 
egun to attain an enormous amount of attention from the public and 
the public everywhere was demanding service, as you well know. 

So we received immediately a very substantial file of television 
applications. I have some figures on that. At the beginning of this 
fiscal year we had a total of 622 applications for new television stations 
eongy. before us and so far this year we have received an additional 
184. On that basis, we would expect the total filings for the budget 
year to be 368 applications. 

Mr. Patiures. I do not know whether that necessarily follows. Do 
they come in with that uniformity? 

Mr. Hype. Now they do. At first there was a tremendous filing 
when new territory was opened. That tapered off and now I think 
the rate of filing is constant. We believe our projection that there 
would be a total filing this year of 368 is a valid estimate. That would 
mean that for this year the Commission would have to consider 990 
applications for new television stations. 


PROGRESS ON PROCESSING APPLICATIONS 


Now I should like to tell you the progress we are making in acting 
on those 990 applications. 

Mr. Tuomas. As of today you have 800. How many have you 
disposed of? 

Mr. Hype. No, Congressman Thomas; we do not have that many 
in the file. 

Mr. Tomas. I am using your own figures. 

Mr. Hype. You are taking my own figures, but apparently I did 
not make my explanation as clear as it should have been. Let me 
explain further. We had at the beginning of the year 622 applications; 
184 have been filed in the first 6 months of the budget year. Projecting 
that, we believe there will be 368 applications filed during the year. 

Mr. Tuomas. We understand. 

Mr. Hyper. We have 353 on file now, which means that we have 
disposed of thus far—— 

Mr. Tromas. Out of the total of 803 applications, how many have 
you disposed of? 

Mr. Hype. We have disposed of all that have been filed up to date 
except 353. I am afraid my method of stating it was not the best. 

We expect that by the end of the current fiscal year we will have 
disposed of all nonhearing cases; we expect that within the next 3 
months all cases where contests are involved, where hearings are 
necessary, will be in some stage of the hearing process. We expect 
by the end of the current budget year that the number of applications 
for new television stations not determined will be of the order of 200. 


STATUS OF TELEVISION APPLICATIONS 


Now, Chairman Phillips, I think this might be a good time for me 
to give you a résumé of the current status of television applications 
in all categories. I have a tabulation of that here. 

(The tabulation is as follows:) 
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Status of TV applications as of Dec. 31, 1953 


Educational Total 


Total| VH UHF)}Total 


Mutually exclusive—not yet in hearing 
Uncontested 


1 Of these, 72 have had MacFarland prehearing letters and 76 are untouched or in process. 


Mr. Hype. This chart showing the status of TV applications, gives 
the exact figures as to applications which have been granted. You 
will note it shows 602 television stations authorized. 

I would like to call attention to the fact that that is a very large part 
of the total station potential of applications that have been filed with 
the Commission. An examination of the total file of applications 
indicated that you would get approximately 750 stations when all 
conflicts had been resolved. You will note that 602 stations means 
we have in fact lifted the television freeze, although there are contests 
for channels going on in some large areas. 

I gave the number of applications pending as 350. That was a 
round figure. The exact figure is 353. 

The breakdown of that figure shows that the number in hearing is 
159 now. 

The number where we have indicated conflicts, where a hearing is 
probable, is 148. 

The number uncontested on file is 46. The committee might ask, 
Why doesn’t the Commission dispose of those applications? We would 
except that the applicants haven’t perfected their cases. In these 
instances the applicant hasn’t had the substance, some question 
regarding his proposed operation has been raised which he hasn’t 
answered, and we are waiting on the applicant. 

I should like to mention that we have made an engineering examina- 
tion of all the applications on file, and actually we are transferring 
some engineering personnel from TV applications to AM processing 
lines where our situation is not as current as we wish it to be. There 
the delay is about 4 months in the nonhearing cases. That will 
change rapidly, I believe, as the work of these engineers we moved 
from television to AM begins to take effect. That is the material I 
wanted to add by way of explanation in the chart. 


COLOR TELEVISION 


Mr. Puitures. How many privately owned color television sets do 
you expect will be in operation in 6 months from now, or by the end 
of this fiscal year? 

Mr. Hyper. Oh, yes. There will be a number of sets in operation. 
There have been estimates of from 50,000 to 75,000 as the number of 
television sets. The cost of color television sets at the beginning of 
production naturally is high. The Commission established the stand- 


Granted or 304] 270] 574] 12] 16] 28] 316 | 286 | 602 
Pending— for new stations in hearing-.........| 134 134 25 159 
8 7| 15) 17} 2 46 
Total—not in 133 | 44 | 17} 143} 194 
Total 267 | 60 | 10 | 17 | | 76 | 388 
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ards on December 17, 1953, and those standards set out certain re- 
quirements on a firm basis, so that only then could manufacturers 
begin to make plans for commercial production of sets. Those in the 
hands of viewers now are what you might call laboratory models. 

Mr. Puatiurrs. When you say 75,000 sets, do you mean as of this 
coming July 1, or next January 1? 

Mr. Hype. I think those figures are a calendar year estimate. I 
am relying on figures that have been mentioned by manufacturers. 
It is expected that the larger number of those ak be used in the 
industry, purchased by dealers, and the actual retail distribution 
will be somewhat low. 

Mr. Puituips. The entire 75,000 will be absorbed by people with 
some special interest, rather than by homeowners? 

Mr. Hype. Manufacturers who have discussed this with me indicate 
that view of it. 

Mr. Putuures. Will any of the questions I have asked you have any 
practical effect on your actual operations or your budget? 

Mr. Hype. I think they will not The Commission has done its 
work in this field. By that I mean we had considerable questions as 
to what the standards should be. We have considered the evidence; 
we have made the determination; the decision of the Commission has 
had wide acceptance. 

Mr. Puiuurps. The whole field of color television in your opinion 
is sufficiently established now that you anticipate very little change 
in policy in the next several years? 

Mr. Hype. My answer to that question would be “Yes.” I base 
that on the thoroughness of the Commission’s study; I base it on the 
unanimity of opinion about the standards themselves. 

I call your attention to the fact there is no appeal, there is no 
litigation, there are no petitions before the Commission to reconsider. 
Actually the industry is busy with the challenge of manufacturing 
apparatus to meet the standards, and it does provide a system that 
will permit the introduction of color television without loss of circuits 
and without obsolescence of sets in the hands of consumers. We 
think we have solved the color problem insofar as the Commission’s 
responsibility is concerned. Having done that, this at least is one 
work project that will not occupy the Commission’s time next year. 


PERSONAL SERVICES IN APPLIED TECHNICAL RESEARCH AND FRE- 
QUENCY ALLOCATION 


Mr. Puruurps. In checking your various jobs by function, the 
only one that is increased for next year in the amount of money you 
need is personal services in “Applied technical research and fre- 
quency allocation.” That amounts to only $867. Is there any 
particular comment on that? 

Mr. Hyper. Yes. That is one that may be a bit tight and I hope 
that when the Congress determines upon our appropriation this year 
we will have sufficient flexibility so that we won’t:be held to that 
exact figure there, so that if there is a change in workload it would 
permit some reallocation of personnel. ; 

Through that office, we are attempting to facilitate the licensing 

rocess. The Chief Engineer’s ce, for instance, through its 
boratory, handles what we call type approvals. In many services 
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if we can get the manufacturer of equipment to submit a sample of 
his product for type approval, then the examination of the application 
proposing the use of that equipment is simplified. 

Also, type approval is necessary to eliminate from the licensing 
process low power applications of radio which, because of low power, 
can be disregarded. But we need a sufficient appropriation there to 
make tests of apparatus to determine that it can be operated without 
interference to the communications service. 


RECEIPTS 


Mr. Puiturps. What is the source from which you get $4,900 next 
year and this year receive $5,300? 

Mr. Hype. May I answer that generally and supply the exact 
figures for the record? 

Mr. Putuurps. Yes. 

Mr. Hypx. From time to time the Commission is asked to do 
certain special projects, mostly by the defense agencies. 

Mr. Putuutrs. The amount is very small; you could not have done 
a great deal for them. 

Mr. Cox. I should have clarified that. That $4,900 is the total of 
the miscellaneous amounts which come from selling obsolete equip- 
ment and things of that kind which money, under the law, then goes 
back into the appropriation to be used for the same purpose. 

Mr. Puiuuirs, Do you have any other money that is not shown in 
this that you reuse yourself? Do you have any money not shown 
in this that is returned to the Treasury? 

Mr. Cox. Miscellaneous receipts, you mean, and things of that kind? 

Mr. Puiuures. Yes. 

Mr. Cox. There are minor amounts. Forfeitures, for example. 
I do not know offhand what the total forfeitures figure is. 

Mr. Wuire. We collected in forfeitures this year, I think, something 
like $30,000. The other is reimbursement. 

Mr. Puiiurps. That goes into the Treasury? 

Mr. Wuirs. That goes direct to the Treasury. 

Mr. Puiturps. What did you say those items were? 

Mr. Waurre. First I mentioned is forfeitures. The second one is 
really Mr. Turner’s. As I understand the situation, if inspections 
are made at the request of the marine industry out of hours, we have 
to pay overtime, but the company reimburses the Treasury for what 
a pay: We have to pay the money, but we do not get the money 

ck. 

NUMBER OF PERSONNEL 


Mr. Puiuuirs. On page 66 here of the printed bill, your figures 
for number of employees do not correspond with the number shown 
on page 67. We take the figure on page 67 to be the figure subsequent 
to i us with the material which appears on page 66. Is that 
night? 

Mr. Cox. I don’t understand, sir. 

Mr. Puitirps. You show 1264 total permanent positions in your 
be oy, or is that 1,046 figure boiled down? 

Mr. Cox. The large book on which you have your left hand is the 


original submission supporting our $6,700,000. The tables in the 
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back of this gray book, marked “Addendum,” are revisions of the 
tables which appeared in the earlier blue book. 

Mr. Puituirs. Then we should use the revised tables at the end of 
the gray book which correspond with the figures Mr. Cox gave us 
verbally. 

Mr. Cox. Yes. Now, may I ask, sir—if you would like us to 
substitute, with an additional statement the tables in all of those 
blue books, because the tables in the original blue books are consistent 
with the $6,700,000, but now that we have this request of $950,000 
the tables——— 

Mr. Puiuips. In going over the blue book a good deal of that 
explanatory material should be put in the hearings, but we do not 
want to build up our hearings with unnecessary material. So I think 
I will let you and the clerk get together and substitute the up-to-date 
material. 

Mr. Cox. I will be glad to. 


TRAVEL 


Mr. Puitures. How many changes were made in the table B, con- 
tinuing in the gray book? On “Travel” your new request is $65,000, 
so you have reduced travel. 

Mr. Cox. The new request on page 66, the figures are correct. New 
total is $90,000, which includes $25,000 for the special purpose. 

Mr. Puiturrs. The page 66 table, then, in that respect has been 
corrected to include the addendum. 

Mr. Cox. I believe the clerk has the correct figures which were 


supplied by pen and ink on an additional page. 


OTHER OBJECTS 


Mr. Putuuips. Travel is $90,000. 
Mr. Cox. Yes, sit. 
Mr. Puiturps. Which is $24,000 more than you received for this 
year and that includes the $25,000 for the new frequency service. 
Mr. Cox. Yes. 
TRANSPORTATION OF THINGS 


Mr. Puituips. For the transportation of things, there is an increase 
of $94,500, which seems large. Is that $94,500 increase all for this 
new program? 

Mr. Cox. As a matter of fact, if it had not been for the new pro- 

am we would have had a decrease of $4,000 below the 1954 figure, 

ack to $15,000; the new program builds it up. 

Mr. Puitirrs. What are you going to transport to that extent? 

Mr. Cox. New equipment, and—— 

Mr. Turner. Principally to transfer the new people that we are 
recruiting for the program, household goods and the dependents of 
the employees. 

Mr. Puiuirs. Transportation of things is a $94,500 increase, making 
a total of $109,500 to pay for transporting their belongings and 
themselves. 
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RECRUITMENT FOR FREQUENCY USAGE MONITORING PROGRAM 


Mr. Jonas. How many people do you expect to recruit? 

Mr. Turner. The build-up for this aie pep: 4 usage monitoring 
program contemplates 144 people at the end of the year. 

Mr. Jonas. Why don’t you recruit them in the locations wher 

hey will work so you won’t have to pay out approximately $100,000 
to move them? 

Mr. Turner. Three of these six stations which we will augment for 
this particular program are in the Territories. We know from 
experience that it is most difficult, if not impossible, to recruit technical 
people in the Territories, particularly at the grades that we are pro- 
posing here, which is Grade 7, and a fairly low salary. For that 
reason we propose to recruit these people in the States, provide for 
their indoctrination and initial training in the States, and then 
transfer these people to Territorial assignments. 

With regard to the assigning of people to monitoring stations in 
the States, we propose to recruit where we find these people, because 
technical people are in very short supply. We will have these people 
report to the nearest monitoring station for initial indoctrination and 
from there they will be assigned to the other five stations in the States 
that are set up for this purpose. 

Mr. Jonas. Do you operate now in the Territories? 

Mr. Turner. Two of the Territories, Alaska and Hawaii; in Puerto 
Rico we expect to reactivate. 

Mr. Jonas. There is a lot of moving of people around the United 
States for the Federal Government at the expense of the taxpayers, 
and | can tell you there is a lot of resentment on the part of the 
taxpayers because of that. I cite the recent story in the Saturda 
Evening Post entitled “I Rode Uncle Sam’s Gravy Train,” in which 
the author details how he moved his family, furniture and belongings 
at Government expense. It seems to me you ought to be able, since 
you have been operating these monitoring stations already, and since 
you already have the field offices set up, and you cannot find a com- 
munity of any substantial size in the United States that doesn’t already 
have a radio station, to recruit locally? 

Mr. Turner. Yes, sir; we have. We have sent notices out to our 
field offices and stations and asked them to make inquiry, both of 
Civil Service and of normal sources of supply of technicians, and we 
know that they are in very short supply and that is the reason why 
actually, Mr. Jonas, we are taking quite a heavy lapse on the personal 
services money for this new program for this next year. 

I should like to point out, too, that this expenditure will not be 
recurring. 

Mr. Tele. When they come home from the Territories you will 
have to send them back. 

Mr. Turner. Actually we do not have a program in our Commis- 
sion of returning our people from the Territories on 12-month intervals 
or 24-month intervals as is customary, I understand. When we assign 
them there we normally expect them to stay there. They do, I can 
say from experience, stay 10, 12, 15 years. 

Mr. Cox. I would like to make a comment on that. This question 
you are talking about now is pretty much on an anticipated basis for 
this new program. As far as our regular operations have been con- 
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cerned and are now going on, we do very little transferring of em- 
ployees, a minimum amount. When we have been doing it, it has 
not been because we have been unable to recruit someone else but it 
has been necessary because of our reduction-by-attrition policy. 
That is, a vacancy will occur in one field station and since we are unable 
to recruit because we have been trying to reduce by attrition, we—— 


TURNOVER OF PERSONNEL 


Mr. Puiiires. What is your percentage of turnover, Mr. Cox? 

Mr. Cox. I can locate the figures ina moment. I don’t have them 
immediately. 

(Nore.—Turnover is currently running about 12 percent a year. In 
recent months there has been very little turnover in our small Ter- 
ritorial offices.) 

Mr. Puiturps. What percentage of turnover do you anticipate in 
the Territories? Is that higher than the average? 

Mr. Turner. Are you asking about the regular staff or the new? 

Mr. Putuures. Regular or both? 

Mr. Turner. For regular staff the turnover is very limited in the 
Territories. As I replied to Mr. Jones, we have people who have been 
there for the past 10 or 15 years. They will continue in the Terri- 
tories. 

With regard to the new program, we would hope to be able to apply 
the same policy to the new people that we will recruit for the Terri- 
tories, and that would be part of our inquiry that we would make of 
these people when they are first interrogated with regard to sending 
them to the Territories, as to whether or not they are permanent 
people, whether or not we are going to send them and have to return 
them the next 6 months. That wouldn’t be satisfactory and we do 
not operate that way. So we would recruit bearing this in mind they 
would stay in the Territory and keep our rate of turnover in the 
Territories at the bare minimum. 

Mr. Yares. Is there a description of this proposed program in the 
justification? 

Mr. Puiutres. In the gray book. 

Mr. Turner. In the gray book. We are talking about something 
we propose to take up this afternoon but it came up incident to our 
regular discussion this morning so I have attempted to answer ques- 
tions asked about this. 

Mr. Jonas. Have you tried to select these people through civil 
service? 

Mr. Turner. Yes. 

Mr. Jonas. I have not seen announcements in my part of the 
country of any positions open. i 

Mr. Hyp. This is a proposed program of uency usage moni- 
toring and we would not be in a position to undertake recruitment 
urtil it is approved. 

RENTS AND UTILITIES 


Mr. Puiturps. You anticipate additional rents due to the new 
program of $10,500. Your rent figure for the normal program 
remains the same, and yet my understanding of the new program is 
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that much of it was being built up among existing stations and 
locations, and therefore why do you have to have $10,500? 

Mr. Turner. That is for utilities. That is rents and utilities. 
Obviously the cost of operating the additional equipment, power, 
ight, and so forth, will increase the cost of this particular allotment, 
which is under the heading of ‘‘Rents and utilities.”’ 

Mr. Puiturrs. You have a reduction of about $60,000 in the normal 
contractual services but an increase of $166,400 in the new program. 
You had better break that down. 

Mr. Turner. Shall we go into detail with regard to that now or 
this afternoon? 

Mr. Puttups. This afternoon, but make a note of the fact the 
committee wants to know about the $166,400. 

Mr. Turner. Yes. 

EQUIPMENT 


Mr. Puituires. And also about the $156,000 on equipment which I 
presume is self-explanatory, but, nevertheless, you had better give us 
a breakdown on it. 

Mr. Turner. I am prepared. 


SUPPLIES AND MATERIALS 


Mr. Puiturps. And $26,300 on supplies and materials. That 
suggests you haven’t much of an inventory. 
ir. Turnur. I will be prepared now or this afternoon, as you 
prefer, to discuss these in detail, 
Mr. All right. 


AUTOMOBILES 


How about automobiles? 

Mr. Hyps. We have a request here for nine automoibles. Nine 
replacements for cars 10 years old. I hasten to add, too, that eight 
cars are not just sedans for transportation purposes but are cars which 
would be equipped with certain technical equipment required for 
investigative purposes. 

Mr. Jonas. You have a total of 106? 

Mr. Cox. That is correct. 

Mr. Jonas. Do you operate a motor pool? 

Mr. Hype. These cars for the most part are at different stations 
where we have our field services. No; we do not operate a pool. 

Mr. Jonas. How many in Washington? 

Mr. Hyps. One. 

Mr. Jonas. One in the District? 

Mr. Hype. I will get you an exact statement of the cars in the 
District. 

Mr. Cox. One to serve departmental service, that is an auxiliary 
mail carrier for purposes of substituting when the truck is broken 
down, and then in the Field Engineering and Monitoring Bureau 
they operate—— 

Mr. Turner. Two cars equipped for investigating purposes with 
equipment in both cars. 

Mr. Puituips. Any new ones since last year? 
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Mr. Turner. No, sir. 

Mr. Putuurrs. Do you expect new ones in the new budget? Is it 
replacement or additional? 

Mr. Turner. Let me understand your question. With regard to 
je Field Bureau itself we are asking for a total of eight replacements 
only. 

Mr. Pui.uips. For monitoring cars? 

f — Turner. Monitoring, direction finding, and so forth. That is 
right. 
FIELD ENGINEERING AND MONITORING 


Mr. Puiuurrs. I see time is running along. I would like to have 
the other members of the committee get to questions this morning 
if we could. I would like to get a statement bringing the committee 
up to date on engineering and monitoring. Who will make that 
statement? Particularly on monitoring, Mr. Hyde. 

Mr. Hype. Apart from this special frequency project? 

Mr. Parties. Normal activities in monitoring. Will the new pro- 
gram completely absorb the old program? 

Mr. Hype. No, sir. This new program is different from the mon- 
itoring we do. Our monitoring is essentially that necessary to detect 
illegal operation, to check on the operation of licensees, to detect 
unlicensed operation of stations, generally an enforcement program. 
This new program which will be more fully described this afternoon 
is prateeer? an examination of the spectrum for purposes of spectrum 
management for planning a better use of the spectrum and for pro- 
tecting the interests of the United States in competition for channels. 
It contemplates a continuing observation of that part of the spectrum 
used for long-distance transmission and a reporting under a system- 
atized plan so that the United States, not just the Commission, will 
have adequate information as to the usages of the spectrum. 

Mr: Puiuures. All right. Then you intend to continue the present 
service of the job of monitoring. 

Who wants to bring me up to date on that? 

Mr. Hype. I will ask the chief of our Field Engineering and Moni- 
toring Bureau, Mr. George Turner, to tell you about the Commission’s 
monitoring, the purposes of the Commission, and what the program 
contemplates for next year—a brief statement. 

Mr. Turner. Our monitoring organization remains unchanged with 
18 monitoring stations, with one exception. In the Territory of 
Alaska we previously had one primary monitoring station and one 
secondary, the primary at Anchorage and the secondary at Fairbanks. 
Because we were unable to get additional appropriations for personnel 
to staff up the Anchorage primary, we have changed that from a 
primary to a secondary, so now we have a total of 10 primaries and 8 
secondaries as compared to 11 primaries and 7 secondaries previously. 
In other words, the number still remains the same, a total of 18 
stations. 

The personnel we are requesting for monitoring for 1955 is 143. 
That compares with a 1954 figure of 144.8, a proposed reduction of 
1.8 in average employment. 

With regard to the workload of our monitoring stations, because we 
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are continuing to license a great number of stations, and because, as 
our Chairman has stated, our regular monitoring stations are in fact 
an enforcement arm of the Commission, obviously the workload on 
the monitoring stations is increasing on an annual basis. 

However, in spite of the increase in the workload, we are keeping 
our complement practically at the same level as we have had through- 
out the years. 

We are able to do this in part by reason of the fact, as we explained 
to you last time we were before you, we had undertaken a new program 
of remote ae our long-range direction finders. 

We have completed this particular program at all but two stations. 
The station at Letington: Ky., is due for moving because of unsatis- 
factory terrain. Therefore we have not gone into the expense of 
remodeling the direction finder at Lexington. At Lanakai, because 
we are on land which we obtaimed on a “use basis” from the Navy, we 
have been delayed in the remoting or our direction finder until we 
were able to get permission from the Navy. This work is now under 
way and we expect that station to be remoted shortly. 

s a result of the remote control of the long-range direction finders 
we are able to reduce the staff of our primaries and thus provide for 
an increase in effectiveness and efficiency of operation by at least one 
person per station. Instead of going out to the Adcock and back as 
we previously had to do every time we had an alert, we can now make 
these observations from inside the station. 

This has permitted us to provide people to accomplish a 24-hour 
watch at all of our primaries, but we are not yet able to provide a 
24-hour watch at our secondaries as we have previously requested. 


We still are operating with only four people per secondary. It 
pee takes five i to maintain a continuous watch 


Mr. Paruuips. What does the 1955 budget call for—24-hour watch 
on the secondaries? 

Mr. Turner. No, because we are not asking for an increase. There 
is actually a reduction of 1.8 positions for monitoring between this 
fiscal year and 1955. We are going to operate with four people which 
still does not provide the contrmuous watch for secondaries. This is 
an economy budget and that is why this has been done. 

With regard to illegal stations, we detected 92 this past fiscal year 
as compared to 108 the previous 'fiseal year. There has been a slight 
reduction in total number of illegal stations. 

Mr. Puitures. Do they run in any uniformity geographically or do 
you pick them up almost anywhere? 

Mr. Turner. Almost anywhere. 

Mr. Putuurrs. More in the large cities than in the rural areas? 

Mr. Turner. I believe so. 

Mr. Puiuirs. It would follow the bases of population, wouldn’t it? 

Mr. Turner. I believe that is true. It normally would be that 
way, although we occasionally do find in the sparsely populated parts 
of the country an illegal station opening up and operating openly 
sometimes, sometimes clandestinely. I don’ *t mean subversively, but 
under cover, with full knowledge o the fact it is illegal and attempting 
to prevent our interception of that particular transmission. 
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(Discussion off the record.) 

Mr. Pariips. When Mr. Sterling used to give us this annual re- 
port on this part of your work he always used to bring in some little 
chart showing the triangulation by which you had saved airplanes that 
nee dont their way and things like that. Do you have examples like 
that: 

Mr. Hyp. Commissioner Sterling can bring a lot of experiences to 
attention. But mention was made of an incident about a year ago 
which unfortunately was the same old one mentioned the year before 
so we haven’t taken any risks on that score. 

Mr. Puruurps. You overlooked our memories. 

Mr. Hype. If you would want illustrations——- . 

Mr. Patuurps. No, unless you have something special. I was read- 
ing the morning paper and I thought it would be well to keep your eye 
on Arthur Godfrey and triangulate him. He seems to be in trouble 
with one of the airports for flying too close to a tower. 

Mr. Jonas. How many primary monitoring stations do you have? 

Mr. Turner. Ten. 

Mr. Jonas. In the United States? 

Mr. Turner. Ten total. They are all in the United States except 
one which is in Lanakai, T. H. 

Mr. Jonas. How many secondary? 

Mr. Hypr. Eight. They are all United States except two in the 
Territory of Alaska. 

Mr. Jonas. How many field offices do you have? 

Mr. Turner. 39. 

Mr. Jonas. In addition to the monitoring? 

Mr. Turner. Yes. 

Mr. Jonas. In the United States? 

Mr. Turner. Continental United States and the Territories; we 
have a field office in each of the three Territories—Alaska, Hawaii, 
and Puerto Rico. 

Mr. Jonas. Do you make any effort to check every station? I 
don’t suppose you can. 

Mr. Turner. It is not possible; no, sir. Far from it. 

Mr. Jonas. Do you rely principally upon complaints made by other 
stations or locally interested citizens? 

Mr. Turner. I would like to answer your question rather compre- 
hensively, if I may, Mr. Jonas. 

Mr. Jonas. I didn’t want to get into a long discussion of it. 

Mr. Turner. If we don’t have the time I will go into the inspection 
work we do. 

Mr. Jonas. I want to see if you can cut out half of these stations 
because it seems to me you are only engaged in a spot check system. 
You cannot cover the whole country and to do it effectively you would 
have to have 48. You would have to have one in every State, and in 
some States many more than one. ‘paeeg 

Mr. Turner. Directly in line with what you have in mind may L 
say in connection with the inspection program, which our Chairman 
ooxed me to talk about briefly here, we had previously been an 2 
ships to provide safety of life, protect lives and property on the high 
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seas. They are completely dependent upon radio communication for 
that purpose. 

Mr. Jonas. Can’t they inspect them themselves? Do you mean 
it is your responsibility to check all radio equipment on ships on the 


hig seas? 

Mr. Turner. The Communications Act itself requires annual in- 
spection, annual detailed inspection of all compulsorily equipped 
ships, passenger and cargo. 

Mr. Jonas. How about airplanes? 

Mr. Turner. The act does not so require and because the act does 
not so require we do not do that. We only do it on a sampling basis. 

Mr. Jonas. Weare losing more planes than we are ships; aren’t we? 

Mr. Turner. It is not because of that. That is CAA’s responsi- 
bility. It is not because of lack of communication. That is all we 
regulate, of course. 

Mr. Puruurps. Does the CAA inspect the planes’ receivers and 
transmitters? 

Mr. Wuire. CAA has a very comprehensive plan of inspection of 
aircraft. They also rate service shops and maintenance personnel 
and do many things in connection with their safety. 1 am not 
familiar with all their details except that they do do very much more 
for airplanes than I think we or the Coast Guard do for ships in the 
way of inspections and controls. 

Mr. Jonas. Do you have a table in the justification anywhere 
showing where these primary and secondary stations are? 

Mr. hentah) That is in the blue book, sir. I will give you the 
exact page: page 112 for district offices and page 113 for monitoring 
stations. You will see we have very small staffs. 

Mr. Jonas. That is the very point. I think you are spread so thin 
with the staff you have that I do not think you can do an effective bit 
of work with it. You either ought to have about 10 times as many 
people or cut out about half of the stations. 

Mr. Turner. Our feeling is this: If we take our people away you 
have no control, no knowledge of the situation which exists there. 
Frankly, this past fiscal year we have closed one office made necessary 
by reduction in personnel. That is at Galveston. The Commission 
and Congressmen both received a number of letters complaining about 
that fact 

Mr. Jonas. For example, at Savannah you have less than two 
people. 

Mr. Turner. Yes, sir. 

Mr. Jonas. I don’t know how wide a territory that office is supposed 
to cover, but it just stands to reason they cannot do much of an 
inspection job. 

Mr. Turner. Let us take Savannah as an example. Savannah is 
pineweny a ship-inspection office. It is actually a suboffice but their 
primary duty is to take care of ship inspections. They do it from 
Charleston on the north to Jacksonville on the south. ‘These inspec- 
tions they make, and they travel back and forth for this particular 

urpose, are detailed inspections that are required under the act. 
We are obligated to do that. 

Mr. Jonas. Let us take St. Paul, or Denver. 

Mr. Turner. Yes, sir. 
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Mr. Jonas. In Denver you have less than two people. If that 

office serves a wide territory they couldn’t possibly do anything but 
answer complaints—go out in response to complaints. They cannot 
do ~ of a job of checking the stations operating in that territery; 
can they! 
Mr. AR Yes, they can do more and they are required to do 
more. In addition to the complaints that are funneled into that 
office, which we handle, I think the Denver office covers about four 
States. We also give operator examinations as required under the 
act. These people come into our office—— 

Mr. Jonas. May I interrupt you there? 

Mr. Turner. Yes, sir. 

Mr. Jonas. Do the candidates who operate in the four States have 
to go to Denver? 

Mr. Turner. No. We have a total of 88 field points at which 
radio-operator examinations are given, either on a quarterly basis or 
semiannual basis or annual basis, depending upon the need in that 
particular area for examinations. 

This man is conveniently located in that particular area for those 
four States and we can save money in travel and per diem in having 
him available at Denver and to go out into the field to give these 
examinations. That is just one job that he does. Our field offices 
also are at the grassroots level available to the general public to supply 
answers to questions regarding the Commission’s licensing program, 
to furnish applications, to sit down with an applicant in any of these 
services for broadcast, television, police, aviation, and assist him in 
completing his application and in that way saving these applicants 


the cost of having to come to Washington or the delay involved in 
communicating back and forth and the unsatisfactoriness of such 
communications. So we actually feel they are the eyes and ears of 
the Commission at the preatcone level, and even though they are 


limited in number we feel they are doing an effective job for the Com- 
mission, not only in carrying out our regulatory program but also the 
requirements that are put upon us and which are obligatory upon us 
as the result of the terms of the act itself. 

Mr. Jonas. Have you made any effort to locate these stations in 

laces accessible to population or number of radio stations or territories? 
at is the criteria? 

Mr. Turner. Population centers which means concentration of 
radio licensees and radio applicants. 

Mr. Jonas. I see you have five stations in the State of Texas, and 
I am not now advocating closing down any of those, but I wondered 
about the basis on which you made the selection of these stations and 
where they are to be located. 

Mr. Turner. The Field Bureau is the parent organization of the 
Commission. We first started in 1911 building up a field organization 
for this particular purpose of enforcing the law of Congress regarding 
control of communications. Through the years we have had the 
opportunity of determining where the need is and in ad attempt to 
meet that need we have set up offices contiguous to centers of popula- 
tion. It is there where complaints originate and where our licensees 
are located. It is there where we can be of the utmost service to the 
public and also, as I say, enforce the act and the Commission regula- 
tions. 
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Mr. Jonas. You also have five stations in California and several in 
other States. 

Mr. Turner. That is the only office which has been closed. I 
say that with Congressman Thomas listening to me. That is the 
Galveston office which was closed. It brings it down to three. 

I also say that two of those offices are ship offices and we are 
obliged under the act to make these detailed inspections. Congress- 
man Thomas, I am sure, is familiar with the great concentration of 
shipping in that particular portion of the gulf. 

Mr. Jour. In these monitoring stations, without respect to the 
monitoring of foreign broadcasts, do you undertake to monitor all 
broadcasts? You can’t possibly do that, can you? 

Mr. Turner. Our job is to give surveillance to the entire radio- 
frequency spectrum. We do it on the basis of need and then again, 
on the basis of our knowledge. From past experience we know where 
the sore spots are. We concentrate in those particular areas. Colonel 
White is chief of the Safety and Special Radio Services Bureau. The 
oT stations are bringing to his attention the fact they are now 

eing interferred with by diathermy and industrial-heating equip- 
ment. He has made known to me the fact that these stations are 
being interferred with in their regular operations. We issue notice 
to our monitoring stations to give particular attention to this service. 
That is only a small segment of the spectrum. At the same time 
we are giving that particular service special attention, we will do 
the same thing with regard to the aviation service, with regard to 
the emergency service, and the industrial services, also the broad- 
cast service, if necessary. Only occasional attention is given broad- 
cast as a service but we may pick out a particular station that may 
be in trouble for special attention or where there are a number of 
complaints with regard to that particular station—not program con- 
tent, I hasten to say, but for technical monitoring. That is the 
purpose of our monitoring stations, technical observations. 

Mr. Jonas. Not for program content? 

Mr. Turner. No, not at all. We are not permitted, on the basis 
of Commission policy, except where we are specifically so instructed. 

Mr. Jonas. The reason I asked these questions is that I see this 
service accounts for about a third of your total budget, and I just 
wonder whether we are getting value received for that amount of 
money. 

Mr. Sterne. A part of your concern is about a question which 
the chairman mentioned about exhibits. He asked specifically about 
the work we do in locating distressed aircraft, or furnishing them with 
bearings and fixes so as to get them into a safe landing. You will find 
that the work done by these monitoring stations, particularly if you 
will look at the number of instances where they have come to the 
assistance of the air-rescue operations of the Coast Guard—-we have 
a direct tie line to them—I think that you will see what has been 
saved in terms of property. You cannot put value upon lives. They 
do render a very high degree of public service in that respect, sir, and 
moreover, the distribution of them is chosen with due consideration to 
the characteristics of radio propagation and the signals that come to 
tke monitoring stations. In this way you do not have to send an. 
engineer to inspect each station. You can provide a surveillance of 
the radio spectrum in terms of technical compliance with rules and 
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regulations by establishing a ania at a proper place and 
equipping it with apparatus so they hear the signals without the 
necessity of going out to the stations to make the determination. 


COLOR TELEVISION 


Mr. Krurger. How soon can we expect color television? 

Mr. Hyper. You are not waiting on the Commission. The Com- 
mission established standards on December 17, 1953. The time that 
it will take to have color television in the homes is the time that it 
will take the manufacturers to make the sets and distribute them. 

Mr. Krvurcer. Will we be able to receive color television on our 
present sets? 

Mr. Hypn. No, sir. You will be able to receive a picture in black 
and white, but not a color picture. One of the outstanding charac- 
teristics of the new standards is that color pictures can be broadcast 
without loss of service to the owner of a black-and-white set who will 
be able to receive a good black-and-white picture. If he wants to 
spend extra money and get the color, he can do that whenever it suits 
his pleasure to do so. 

Mr. Krurcer. By putting some different tubes in his present set? 
Would that do it? 

Mr. Hype. I am informed that the changes would be so expensive 
that it would not be practical to convert a set. It could be done, but 
the cost would be substantially the cost of buying a color set comin, 
off the production line, and I think that is what the consumer wi 
find it will be necessary to do when he wishes color television. 

Mr. Krurcer. There will be a lot of sets for sale. 

Mr. Hypp. It is not expected that stations will soon begin a con- 
tinuous program of color. There are some additional costs involved. 
It is expected there will be some additional costs in connection with 
the transmission of pictures over the coaxial cables and the micro- 
waves to the stations. It is quite possible that color will be introduced 
by degrees. It is also likely, it seems to me, that the manufacturers 
of black-and-white sets will attempt to give such a good black-and- 
white set which, after all, carries the news and program material, 
that it will be a question of judgment and interest whether you spend 
the extra money for color. You may find that you get your money’s 
worth out of a black-and-white set. 

Mr. Krurcer. The color set will be more expensive than the black- 
and-white set? 

Mr. Hype. It will be. Manufacturers indicated to us in the course 
of our recent studies that the first sets to be made available would 
cost from $750 to $800 or $1,000, and one manufacturer told me that 
the actual cost of production would be even higher than that. I am 
speaking of the cost to the consumer. However, still another man- 
ufacturer—and I think this is indicative of what will come, given a 
little time—will produce a color set at a cost of around 25 percent more 
than the black-and-white set. ; 


REDUCTION IN ESTIMATES FOR 1955 


Mr. Tuomas. Mr. Chairman, I notice this budget is about $550,000 
less than the budget for last year. That $550,000 figure comes about 
by a carryover and an unexpended balance of $150,000 of fiscal year 
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1954 funds; is that correct? Actually, your budget, instead of being 
$700,000 less in 1954 is about $550,000; is that correct? 

Mr. Cox. For a moment I was confused with my own figures. The 
$150,000 estimated savings this year, if you take that off the $7,400,000, 
we estimate we will spend approximately $7,250,000 this year. 

Mr. THomas. I asked you a very simple question. You can answer 
“Yes” or “No.” 

Mr. Hype. The reduction is certainly less if it is determined by the 
figure we spend rather than a figure that was available to us. You 
are right. 

Mr. Tuomas. Thank you. 

$550,000 less than last year, then; is that correct, taking into 
account your $150,000 of unexpended balance? 

Mr. Hype. That is right. 


BROADCAST ACTIVITIES BUREAU 


Mr. Tuomas. We gave you to take care of your backlog in your 
industrial facilities and your TV and your regular radio activities in 
the neighborhood of $430,000 to $440,000. 

Mr. Hype. It was $300,000 for TV and $120,000 for——— 

Mr. Tuomas. About $430,000 or $440,000? 

Mr. Hype. Yes. 

Mr. Tuomas. With the understanding you were going to clean up 
the backlog, and certainly you have done a fine job. So your budget 
then is, even though it looks like you have taken a sharp reduction, in 
truth and in fact about what it was in the fiscal year 1953. There 
may be a few dollars of variation one way or the other. 

Mr. Hyper. The amount of money we asked for to spend compares 
quite closely with what we have actually spent this year. 

Mr. Tuomas. You have certainly done a pao job in whittling 
down that backlog. We want to commend you for it. 

What does the picture look like for your regular broadcasting work- 
load? In years gone by it was specified that the field was just about 
allocated. What do you anticipate for the fiscal years 1955 and 1956? 

Mr. Hype. For our regular AM stations, like WRC here in the 
District, suprising to us, we are receiving more applications this year 
than we expected. 

Mr. Tuomas. Applications for new stations, transfers, extensions, 
or what? 

Mr. Hype. Transfers have picked up because the total number of 
stations has increased. 

Mr. Tuomas. What about new stations? 

Mr. Hype. The rate of filing is 220 per year. 

Mr. Tuomas. What is the financial condition of the industry with 
regard to the regular AM or FM stations? It looked like the small- 
town stations were in a little financial trouble a few months ago. 
What is the picture now? 

Mr. Hype. Last year broadcasting had a good year notwithstanding 
the advent of television. 

Mr. Tuomas. The little stations and the big ones alike? 

Mr. Hype. Yes. I will give you a statistical report on that, if I. 
may. 

Mr. Tuomas. They are all making money? 
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Mr. Hype. Not every station is making money, but the overall 
goes was good last year, and I think that is one of the factors which 
as led to this continuing filing of more applications for new stations. 
Mr. Tromas. What about the television field now? What are 
they doing financially? 

Mr. Hype. In television they have been prospering. 

Mr. Tuomas. Going to town? 

Mr. Hyper. In many markets. Some new stations in competitive 
markets are finding it rough. Some new stations operating on ultra- 
high frequencies, breaking into a field occupied by a station operating 
on a lower frequency, are having quite a challenge and a task to get 
conversions of sets. 

Mr. Tomas. That is in the high frequencies? 

Mr. Hype. Yes. 

Mr. Tuomas. Somebody was telling me that some of these tele- 
vision stations actually pay for themselves in 12 to 13 months. 

Mr. Hype. | think that is a somewhat optimistic statement. 
Many television stations have lost money the first year. Most of 
them do not start out making money immediately. 

There have been instances where a station came on and imme- 
pees was profitable. I will be glad to supply you some information 
on that. 

Mr. Yares. Is there a tremendous shortage of available television 
time for advertisers now? 

Mr. Hype. I think that is a situation that varies very much with 
the competitive situation. 

Mr. Yares. In Chicago I know that advertisers can hardly get air 
time. 

Mr. Hype. That will be true in some other cities where the number 
of stations is relatively small and the market large. 

In cities like Los Angeles, where there are seven TV, VHF stations 
operating, I think that you would have no difficulty in buying time. 
I am not sure that all stations there are prospering. That same 
situation exists in New York City, where there are seven stations. 

Mr. Tuomas. Let me ask you one further question: In your 
Monitoring Division you have 18 monitoring stations and for all 
practical purposes they are tied in with your 39 field stations. Now 
is this regular budget predicated on any other budget, or will this stand 
on its own feet? Does it have any relation to what I call the extra 
budget for monitoring? 

r. Hype. This budget will stand on its own feet and it was sub- 
mitted on that basis, actually, before this additional project. 

Mr. Tromas. Did the Commission originate the additional monitor- 
ing activity? 

Mr. tte We did not. I appreciate that question very much. 

Mr. Tuomas. Are you asking for it? 

Mr. Hype. We support it. e believe, because of our study of the 
overall situation and because of our day-to-day relationship with the 
defense agencies in particular, we recognize a need for better informa- 
tion. 

Por Tuomas. Why did not you submit it in your regular budget, 
en? 

Mr. Hyper. This is a service that goes beyond the duties specifically 
assigned to us in the act, and we set out a budget here to perform only 
those things required of us by law. 
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Mr. Tuomas. A pretty good rule to follow; is it not? 

Mr. Hype. Of course, the answer is yes—but if an additional 
request is made from the National Security Council for the Commission 
to lend its facilities to a program which they find necessary in the 
national interest, we think it our duty to cooperate. 

Mr. Tuomas. I think that you are on safe ground there. 


AMOUNT REQUESTED FROM BUREAU OF THE BUDGET 


Mr. Yates. What sum did you ask the Bureau of the Budget for? 

Mr. Hype. $7,100,000 is my recollection. 

Mr. Yates. In what sections were cuts made by the Bureau of the 
Budget? 

Mr. Hyper. May I ask Mr. Cox to help me with the figures on that? 

Mr. Cox. The exact figure to the Bureau of the Budget was 
$7,087,000. The Bureau of the Budget reduced it rather generally 
across the board. I do not have with me a detailed breakdown of 
our estimates as submitted to the Bureau of the Budget. 

Mr. Hype. It was across the board? 

Mr. Cox. Yes. They allowed almost no increase over what they 
pore. < age our base figure. I will be glad to supply a table for the 
record. 

(The information follows:) 


1955 


j Distribution of allow- 
Budget Bureau | by Budget Bu- 


Personal services: 
I. Applied technical research and frequency al- 
location 


IV. Field engineering and monitoring 50. 9, ; 
Vv. Common carrier 3 770, 604 
1, 317, 913 


6, 325, 


765, 915 


7, 091, 899 
900 
7, 087, 000 


Mr. Yares. Will the budget as you have presented it to this com- 
mittee permit you to carry on adequately and efficiently all the 
operations that are required to be carried on by law? 

Mr. Hype. We have made the judgment there. It will not give us 
any excess funds, not a dollar. It is a very closely figured budget. 

r. Yates. Are there any weak spots in the budget? 

Mr. Hype. I think there are no weak spots in it. I am hopeful, 
however, that the committee will give us flexibility in the use of the 
total budget figure. I have reference to the fact last year certain 


Average Average 
employ- Amount employ- Amount 
ment ment 

II. Broadcast ‘ - 198.4 1, 222, 094 188.4 1, 162, 000 
IIT. Safety and special radio services | 132.0 721, 534 122.0 671, 000 
342.9 1, 880, 000 
113.0 711, 000 
220.6 1, 250, 000 
personal nar viens... - 1,096.9 | 984 | 1, 046.9 6, 048, 000 
Reimbursement from non-Federal sources. —4, 900 
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funds which the Congress appropriated were earmarked for particular 
activities. I think we could _— our shop with the budget avail- 
able if we are afforded a little flexibility in its application. 


PROCEDURES USED IN ELIMINATING BACKLOGS 


Mr. Yates. Last year the Co gave you additional funds to 
wipe out the backlogs. How did you go about eliminating them? 
Did you do it through the employment of additional people? 

Mr. Hype. We started out on a pro of employing additional 
people immediately. We found that difficult. The funds were avail- 
able for one budget year, as you recall. 

Mr. Yares. [hat is right. 

Mr. Hyper. The process of nn type of personnel necessary 
for the work was not one that could be done nearly as fast as I had 
anticipated. We also undertook to reexamine our processes to find out 
what could be done to handle our work more expeditiously. 

Mr. Yares. For what purposes did you spend the additional funds? 
Did you hire more people? ie 

Mr. Hyp. We hired a considerable number of additional staff 
members, but we have not obligated the entire amount that was made 
available to us. We actually speeded up the processing largely 
through changes in Commission processes. | 

Mr. Yares. What you are saying is you did not spend the full 
amount that Congress granted you to wipe out the backlog; never- 
theless, you have wiped out the backlog? 

Mr. Hyper. That is correct. 


Mr. Yares. Are the additional people that vou hired last vear still 
necessary for the purpose of carrying out the Commission’s function? 
Mr. Hypx. They will be peony until the end of this vear, and 


I expect that a number of them will be necessary to complete projects 
started this year, like finishing out the hearings which will get under 
way this year. : 

Mr. Yatrs. How many such people did you hire? 

‘ Mr. Hyps. There has been an addition of some 30 in the broadcast 
ureau. 

a a Yates. In what jobs did you hire them? Did you hire exam- 

iners 

Mr. Hype. We hired six additional examiners. 

Mr. Yates. You stated you hired approximately 30. 

Mr. Hype. Those are separate figures. Thirty additional men to 
work in the broadcast bureau and 6 additional hearings officers as- 
signed to the corps of hearings officers, and still other personnel at 
various assignments of duty. I will have to subtract the personnel 
we had last year from the total on hand now to give you the exact 
amount of recruiting. I can give you that figure for the record. 

Mr. Cox. In total we have added 59 employees since July 1. 

Mr. Yates. How many more examiners did you add? 

Mr. Hype. Six. 

Mr. Yarss. Six more examiners? 

Mr. Hype. Yes. 

Mr. Yates. Did you hire any additional people who would be 
necessary to the actual disposition of the case, such as an assistant to 
an examiner? 
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Mr. Hype. We hired additional people to work in the Commission’s 
staff of opinion and review personnel, and additional people to work 
in the Broadcast Bureau, and of course clerical assistance, all of them 
= work complementary to the conduct of the hearing by a hearing 
officer. 

HEARING EXAMINERS 


Mr. Yares. Where are your hearings held? Are all hearings held 
in Washington, or do you hold some in the field? 

Mr. Hype. Substantially all are held here in Washington. 

Mr. Yates. Do you hold any hearings in the metropolitan centers of 
the country? 

Mr. Hypr. Occasionally where there is a renewal case, a complaint 
case, where there is a complaint to be heard we will hold it in the field, 
but the general policy is to hold the cases in Washington. 

Mr. Yates. When there is a hearing in the field, do you send a 
hearing officer from Washington? 

Mr. Hyp. We do, yes, and usually an attorney. 

Mr. Yartss. Both? 

Mr. Hype. Yes. 

Mr. Yates. Two people? 

Mr. Hypr. Yes; sometimes more. 

Mr. Yates. Sometimes more? 

Mr. Hypr. Yes. Sometimes it is necessary to have an engineer 
in attendance, depending upon the type of case. 

I would say that 99 percent of our cases are heard right here in 
Washington, and one of the reasons we hold them in Washington is 
that we can handle them here at less cost than if they go into the 
field. Also, we can use our personnel more effectively. If a man is 
conducting a hearing in Washington and has a recess, he is available 
for some other work. If he is out in the field and there is a recess, 
there is a good deal of lost time. 

Mr. Yarsus. The thought came to my mind that it might be more 
economical and efficient to hire examiners in the field when you need 
them rather than keeping them on the payroll permanently. For 
example, why would it not be feasible in cases such as this to hire 
hearing officers, say competent lawyers, for the purpose of conducting 
your hearings? I know in labor matters there is a panel of arbitra- 
tion, and the arbitrators are selected. I know, too, that every regu- 
latory Sg gee more than yours perhaps—hold hearings out 
in the field. Why would it not be feasible to have a panel of hearing 
officers available for all types of regulatory agencies to be paid on a 
per diem basis rather than being on a permanent payroll to be selected 
when the occasion warrants, than to hold hearings and ship the 
transcript in to you? 

Mr. Hype. That is a very good question. May I discuss it just a 
bit rather than give it a yes or no answer? 

Mr. Yates. Not only for your Commission, but the Interstate 
Commerce Commission, the Federal Power Commission, and other 
commissions, so that you would avoid the cost of travel out to the 
hearings in the field, and also you would avoid the cost of sending 
other people out to the field. Your travel cost would be cut down, 
and in addition to that you would cut down employees on the payroll. 
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bw = wg have only a part-time employee on a per diem basis to do 
the work. 

Mr. Hype. Under the present statutes we are obliged to employ 
hearing officers from the civil service register. Of course, there are 
certain conditions which have to be satisfied to employ them. There 
is a provision in the Administrative Procedure Act which would permit 
an agency to borrow a hearing officer from another agency, a provision 
of law which lends itself to your suggestion. 

Mr. Yares. What I have in mind would not be borrowing from 
another agency; it would be hiring an examiner from a panel so you 
would not be borrowing from an agency. You would be hiring an 
re for the purpose of hearing a case and then that would be all. 
Woul — law have to be changed? Are you not permitted to hire 

rts 

Mr. Hype. We are allowed to hire experts, special counsel, but we 
are not allowed to hire examiners except through the regulations set 
up under the Administrative Procedure Act. 

Mr. Yares. Would you say an examiner is not an expert? 

Mr. Hype. He would not come under the classification of an expert 
as used in that provision of our statute. 

Mr. _y ATES. What is the provision in your statute that defines an 
expert! 

fr. Hype. I do not think that you will find that definition. The 
law providing for employment of hearing officers is subsequent to that 
provision, I am sure, and moreover, it is designed to control, as against 
ong ne legislation, the manner in which hearing officers are em- 
ployed. 

Mr. Yates. Are you stating that a hearing officer must necessarily 
be on the payroll of your Commission? 

Mr. Hype. Yes. 

Mr. Yates. And may not be employed from the outside? 

Mr. Hyps. I am saying that he must be certified to us by the civil 
service, as provided under the Administrative Procedure Act. As I 
mentioned before, however, we could obtain a hearing officer from 
another agency on a reimbursable basis, if there were one available. 
As a matter of fact, I attempted to get some help in that way. I 
found the other agencies had tight budgets and their men were fully 
occupied. 

Mr. Puruurrs. Thank you, gentlemen. 
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Frequency Usace Monrrorinc Program 


WITNESSES 


WILLIAM A. PORTER, ASSISTANT DIRECTOR FOR TELECOMMUNI- 
CATIONS, COORDINATOR OF GOVERNMENT AGENCY INDI- 
VIDUALS, OFFICE OF DEFENSE MOBILIZATION 

THORSTEN V. KALIJARVI, DEPUTY ASSISTANT SECRETARY OF 
STATE FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE 

BRIG. GEN. R. V. D. CORPUT, JR., USA, DIRECTOR, COMMUNICA- 
TIONS-ELECTRONICS COMMITTEE, JOINT CHIEFS OF STAFF, 
DEPARTMENT OF DEFENSE 

REAR ADM. H. C. PERKINS, UNITED STATES COAST GUARD, DE- 
PARTMENT OF TREASURY 

LLOYD H. SIMSON, RADIO LIAISON OFFICER, CIVIL AERONAUTICS 
ADMINISTRATION, DEPARTMENT OF COMMERCE 

THEODORE C. STREIBERT, DIRECTOR, UNITED STATES INFORMA- 
TION AGENCY 

WILLIAM E. PLUMMER, OFFICE OF DEFENSE MOBILIZATION, 
CHAIRMAN, INTERDEPARTMENT RADIO ADVISORY COMMITTEE 

T. H. E. NESBETT, ASSISTANT CHIEF, TELECOMMUNICATIONS 
POLICY STAFF, DEPARTMENT OF STATE 

ALBERT L. McINTOSH, ASSISTANT CHIEF ENGINEER, FEDERAL 
COMMUNICATIONS COMMISSION 


Mr. Puriuirps. When we recessed for lunch Mr. Yates was engaged 
in questioning the Chairman of the Commission, Mr. Hyde; but, 
with Mr. Yates’ permission, we will interrupt that to take up the 
addendum to the original submission. I think it should go into the 


record. It will be checked to see if we can make it any simpler and 
avoid any duplications with the material that has already been put in. 
(The matter referred to is as follows:) 


Brier oF Rapro Monrrorinc—How Ir Is AccompLIsHED AND How 
THE Resu_ts Put 1In USABLE 


Certain parts of the radio-frequency spectrum have characteristics that lend 
themselves to communication over long distances, usually thought of in terms of 
transoceanic radio circuits. One of these parts is called the high-frequency area 
and encompasses from about 4,000 to 27,500 kilocycles. While there is an addi- 
tional part of the spectrum that lends itself to transoceanic communication (10 
to 200 kilocycles), the high-frequency part has certain advantages and flexibility 
in general that makes its use more practicable and inexpensive. 

While there is necessity for monitoring in the radio spectrum above 27,500 
kilocycles, the characteristics of these higher frequencies are such that a trans- 
mission occurring among them will not, under normal conditions, span distances 
of thousands of miles. Therefore, the predominant emphasis of our national 
monitoring effort should currently be directed to the radio spectrum between 
10 and 27,500 kilocycles. However, in considering this area of the spectrum be- 
tween 10 kilocycles and 27,500 kilocycles we find that there are wide variations 
in the technical characteristics of the frequencies within this spread. While 
in reality “" sharp cutoff point might be challenged, for general purposes of 
evaluation, the following characteristics may be considered as reasonable: 10 to 
200 kiloeycles and 4,000 to 27,500 kilocycles, generally applicable to long-distance 
(transocean) transmission; 200 to 4,000 kilocycles, generally applicable to varia- 
tions of transmission over relatively short distances, or largely for domestic and 
regional use. 

‘ast monitoring experience has indicated that, in the 4,000 to 27,500-kilocyele 
em of the spectrum (transocean transmission), a sweeping speed of about 50 
ilocycles an hour will oe about 60 percent identified transmissions, leaving 
40 percent unidentified. It is estimated that there are probably transmissions 
herein, about every 2 kilocycles. This, however, is necessarily an average figure 
as some parts of this area of the spectrum are more congested than others. 
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In the spectrum area 200 kilocycles to 4,000 kilocycles, it is estimated that there 
is more than 1 transmission per kilocycle which would call for a ‘sweeping’ 
speed of not more than 20 kilocycles per hour. 

These estimates of the average number of transmissions per kilocycle are borne 
out by the fact that in the long-distance part of the spectrum, the primary use of 
frequencies may generally be duplicated every few thousand miles, in the domestio 
or shorter-range part, every few hundred miles. 

Sweep records are useless unless they are sufficiently repetitive to clearly 
indicate the degree and constancy of both occupancy and usage. It is important, 
therefore, to strike a reasonable balance that will envisage repetitious observa- 
tion in the process of “sweeping” that will be useful without being excessively 
burdensome and costly. The degree of repetition in “sweeping” that is con- 
sidered to be reasonable is that the United States take an official observation 
of each part of the radio spectrum between 10 kilocycles and 27,500 kilocycles 
once every 9 days. 

In the process of monitoring there are two independent approaches that must 
be taken in order to obtain proper results. The first is a planned “sweeping” 
of the desired part of the spectrum, and the second is the attention that must 
be given to special or specific tasks. In the ‘‘sweeping” of the spectrum, planned 
and repetitious operations will produce a continuing record of occupancy by 
usage. The national need tor a more detailed scrutiny of specifie parts of the 
spectrum, monitoring watches upon specific frequencies and more intensive 
search over specified frequency bands, must be met by the performance ot special 
assignments. 

The control and direction of each of these approaches is of great importance 
and must be done carefully to insure against overloading the capabilities of the 
facilities and to guide the effort within sharplv defined technical limitations of 
radio frequency characteristics, toward the desired objective. 

This control and direction in the “sweeping”? method should take the form of 
schedules of listening that will take into account the speed of ‘‘sweep” through 
the radio spectrum, the time of day, night, transition, season, and 11-year cycle 
of change in relation to the frequencies observed. 

Control and direction in the specialized approaches should take the form of 
selecting the areas of the spectrum or the frequencies on a priority basis con- 
sistent with the urgency of the need, as well as delineating speed of spectrum 
sweep, rate of repetition, and technical regard for the characteristics of the 
frecuencies or area of the spectrum in question. 

The reports (logs or slips) which result from monitoring observations under 
methods (a) and (b), in order to be useful, should be assembled in raw form as 
received from the monitoring stations, analvzed and finallv tabulated. 

Such analyses will take various forms since raw reports from monitoring 
stations are far from complete. Hundreds of observations will be deficient 
insofar as particulars of certain transmitters are concerned. These deficiencies 
are caused, at times, by interference, and at other times because of operating 
practices of the stations concerned as sometimes the handling of traffic militates 
against regularly transmitted identifications. Thus one phase of analysis will 
be the comparison of all available monitoring information on a particular fre- 
quency. This may entail comparisons of characteristic transmissions of stations 
to which the frequency is known to be assigned, or comparison with past moni- 
toring records. Lack of sufficient information will result in a request for addi- 
tional special listening on that particular frequency. Analysis may also entail 
comparison of reports of different monitoring stations covering identical parts 
of the spectrum or specific frequencies. Both human shortcomings and technical 
difficulties combine in this field to form a margin of error. 

Tabulation after analysis will be on both a machine and ledger basis. The 
machine basis will be spectrumwide in its scope and flexible enough to provide 
points of departure from a standpoint of ascending orders of frequency, individual 
agencies, countries and land masses, to be used in later broad analyses. The 
ledger basis will be for the purpose of tabulating special and individual spectrum 
areas where the need for attention is immediate but of a size insufficient to 
warrant full card runs. 

There are a number of reasons why current and accurate knowledge of actual 
radio spectrum usage is of importance to the Nation and as such usage increases 
the need becomes more acute. The most important of these reasons are set forth 
hereafter. 
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Frequency Usage Monirorinc ProcRam 
PRESIDENT’S BUDGET FOR FISCAL YEAR 1955, $950,000 


Annex A: Plan for additional monitoring. 

Annex B: Excerpts from chapter VI, article 17-18, Atlantic City Radio Regula- 
tions. 

Annex C: Summary tables showing distribution of the President's allowance by 
activity and organization unit for the regular Federal Communications Com- 
mission’s programs and the frequency usage monitoring program. 


The following presentation has been prepared by the Assistant Director for 
Telecommunications, Office of Defense Mobilization, on behalf of the United 
States users of the radio spectrum, an in effort to facilitate understanding and 
appreciation of the current needs of the United States in the field of radio moni- 
toring. 

The detailed ae arg which is depicted in annex A, attached, has been sub- 
mitted as a supplement to the budget presentation of the Federal Communications 
Commission in response to a request by the National Security Council. 

The utilization of existing FCC monitoring stations rather than the installation 
of new facilities is considered to be a logical approach which will attain the de- 
sired objective with a minimum expenditure of funds. The administration by the 
Federal Communications Commission of the additional field personnel is also 
considered as the most economical operating procedure. 

The excerpts from chapter VI, article 17 and 18 of the Atlantic City Radio 
Regulations (annex B) is an important consideration relative to our international 
commitments in the field of io monitoring and is presented for the purpose of 
providing a more complete explanation of these treaty obligations. 


PURPOSES FOR WHICH ADDITIONAL UNITED STATES RADIO MONITORING C4 PABILITY 
Is TO BE USED 


1. To determine the impact of foreign usages of the radio spectrum upon United 
States flag uses with especial reference to the position of the United States by compari- 
son with the percentage of use by other nations.—The importance of this determina- 
tion is explained by the necessity of knowing the availability to the United States 
of particular radio frequency bands for the accommodation or development of its 
radio services. If other nations are encroaching upon those parts of the spectrum 
allotted to particular services, such as aircraft, ships, ete., to a degree that would 
seriously obstruct the development of United States communications in these 
services, it is essential that the United States should know it. There is no national 
monitoring effort today maintained within the Government that has sufficient 
potential to accomplish this mission. 

2. To provide one of the necessary means for developing improved radio spectrum 
management in the United States. Information regarding foreign uses of radio must 
be supplemented by knowledge of how the United States is using its own radio fre- 
quencies—Today the United States has no record of current radio frequency 
usage. The records that exist (Federal Communications Commission (FCC) and 
Interdepartment Radio Advisory Committee (IRAC)) are United States assign- 
ment records, and while these documents are an essential part of intelligent fre- 
quency assignment methods they alone are not sufficient for management purposes 
since assignments do not always coincide with the frequencies actually employed. 
The United States has no procedures or sufficiently sizable instrument such as a 
national monitoring capability that can produce comprehensive records, partieu- 
larly insofar as the Government is concerned, which show the periods during 
which radio frequencies are usefully employed. One of the first essentials to 
sound frequency management is a knowledge of relative need as between users. 
An intelligent evaluation of such relative need cannot be made unless su fficient 
information is at hand regarding current loadings of assigned frequencies. (Means 
other than monitoring are being studied.) This is a long range continuing process, 
and it is necessarily a program of considerable magnitude. 

3. To promote the national security by providing an increased radio monitoring 
p At to improve the ability of the United States to guard against the operation of 
clandestine radio stations.—This necessary task has in the past been performed 
by the FCC, insofar as it could with its present limited monitoring facilities and _ 
personnel. This capability usually has been augmented by the voluntary or 
spontaneous assistance of the radio spectrum users, including amateurs. This 
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assistance stems from reports by legitimate users of interference caused by 
clandestine station operations. While such assistance is highly desirable, the 
monitoring capability of the Government should be such as to be able to offer a 
reasonable safeguard in the rapid detection of clandestine station operations. 

4. To provide information regarding United States and foreign flag use of the 
radio spectrum, which is essential to the United States in its n gotiations at inter- 
national telecommunication conferences.—The only possible gage that can provide 
the United States with a sufficient evaluation of what would be a fair share of 
the useful radio speetrum, parsouaw in the high frequeney portion, is informa- 
tion regarding the degree of actual spectrum occupancy and use by other nations. 
In order to have such information for use in our international negotiations a 
sizable monitoring effort of a continuing nature is the only positive method 
available. In specifying a continuing effort it must be borne in mind that a 
single observation of the use of a discrete frequency is not of inuch value unless 
it is fortified by additional and continuing observations for the purpose of deter- 
mining: (a) whether transmissions are sporadic in nature, (b) continuing in 
nature, (c) carrying a heavy traffic load, \d) merely of a ‘“‘keep alive’’ variety or 
(e) the frequency is not in use. 

It is interesting to note that the United States in submitting its list of frequeney 
requirements to the Provisional Frequency Board in accordance with the inter- 
nationally agreed attempt to make engineeered radio spectrum assignment plans 
at Geneva, Switzerland, 1948-50, presented, in some cases, lists of requirements 
that in themselves exceeded the spectrum space for that particular service avail- 
able to the eatire world. It is quite obvious that such an unrealistic statement 
of requirements would not have been made if the United States had sufficient 
knowledge of its own frequency usage and monitoring records from which an 
evaluation of the magnitude of the current usages of other nations could be made. 

5. To assist in maintaining the proper application and operation of such safeguards 
to our national defense as control of electromagnetic radiations (CONELRAD) .— 
It is apparent that every additional bit of monitoring effort that maintains a 
continuing watch upon our use of the radio spectrum will (a) assist in the process 
of assuring compliance by United States radio stations with CONELRAD 
pasmararss during an alert in the event of an enemy attack, and (b) rapidly make 

nown any failure or slip-up on the part of any broadcasting station to either cease 
operation or enter the CONELRAD method of operation. Such failure, of course, 
could be of aid and comfort to enemy planes by providing them with a homing 
device that would more easily enable them to approach desit able targets. 

6. To assist in determining the magnitude of radio capabilities of unfriendly 
powers either for communication purpeses, or for the purpose of creating intentional 
radio interferences—We have the capability of tuiking a positive and accurate 
assessment of the radio -communication potential as well as the interference 
potential of an unfriendly power to disrupt our own radio communication if we 
employ radio monitoring on a planned scale of national magnitude. In any cir- 
cumstances it is desirable and necessary that such information be available to us 
in the event of an emergency or war. Our monitoring, however, is not now suf- 
ficiently comprehensive to produce the bases for such assessment. 

7. To assist in determining the proper selection of radio frequencies for new or 
— United States radio assisgnments both Government and civil —Considering 
the facts outlined under paragraph 2, that the United States has a complete 
record of frequency assignments, but does not have a current record of frequency 
usages, the only known method of determining whether an opening exists within a 
frequency band is to listen by means of monitoring. This listening, of course, 
must be current and should take place within the same general area in which 
reception is eventually desired with due engineering regard to other areas in the 
world that might experience interference at that time of day or night from the 
contemplated point of transmission. 

This method of finding usable spectrum space is in use today by all agencies 
which use radio communication. The duplication of effort, however, combined 
with the inability of all agencies to listen at necessary geographic separations, is 
costly, wasteful, and unsatisfactory. A national mionitoring system designed, 
among its other functions, to accomplish this search job as a national service, 
would benefit the Nation. 

8. To assist in the rapid identification of interference, both United States and 
foreign.—The only practicable and positive method of identifying interfering 
transmissions from other radio stations, is to have trained technicians listen to the 
stations transmitting interiering signals. Identification may then be accom- 
plished by the call signs, if they are transmitted, message content, measuring 
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frequencies, determining transmission characteristics, and the application of 
other technical methods, including long distance position finding. 

A complete national monitoring service with trained operators and with facilities 
located at strategic listening points, will either by virtue of its technical capability 
or the completeness of its records more quickly identify interiering signals than 
more casual efforts engendered by immediate necessity. The necessity for rapid 
determination of the source of interfering signals, which is so necessary to rela- 
tively interference-free operation, is assuming greater proprotions as spectrum 
usage increases. 

9. To supply frequency usage information which is essential to adjustments of 
blocks of frequencies within radio spectrum rearrangements agreed under existing 
treaty.—The provisions of the International Telecommunication Radio Conference 
held in Atlantic City in 1947 provided an arrangement wherein the world’s 
assignments in the high frequency part of the radio spectrum would undergo 
rearrangement. Under this rearrangement, five services, fixed, maritime, mobile, 
aeronautical, broadcasting and amateur, each have specific portions of the 
spectrum reserved for exclusive occupancy by these services. 

The implementation of this arrangement was considered to be based upon the 
production of engineered assignment plans. For various reasons, however, the 
most important of which was that the nations of the world could not agree upon a 
limitation of their appetites for spectrum space, the attempt to produce such 
plans was largely unsuccessful. It was then agreed at a subsequent conference 
to attempt to implement the Atlantic City rearrangement by a process of 
evolution. Limited progress along this line has been made over the last 2 years. 

The complications and chain reactions, however, that are produced by this 
evolutionary process wherein ‘“‘on the air stations’”’ are. being shifted from their 
out-of-band operation to points within the agreed parts of the spectrum where 
their service ‘enjoys exclusivity, are indeed varied and great. A planned and 
applied monitoring effort of national scope would go far in uncovering possibilities 
for new assignments within the desired bands that would prove least disruptive 
in this changing order of assignments under tae Atlantic City arrangement. 

10. To meet the requirements for radio monitoring stations and to supply moni- 
toring records resulting therefrom, as delineated in the final acts of the International 
Radio and Telecommunication Conference, 1947 (ratified by the Senate, June 2, 
1948, by the President, June 18, 1948, deposited with ITU, July 17, 1948, and pro- 
claimed by the President February 10, 1949), article 18 of the Atlantic City Radio 
Regulations outlines agreed procedures relative to the establishment of radio moni- 
toring stations and the production of such monitoring records on an international 
scale as are considered to be of assistance to the International Frequency Registration 
Bodrd (IF RB) inthe course of its work.—The provisions of article 18 and para- 
graph 399 of article 17 of the Atlantic City Radio Regulations on international 
monitoring are ettached hereto (annex B) in order to provide a more complete 
understanding of the obligations of the United States with regard to the supplying 
of monitoring records on an international basis. 

Paragraph 401 suggests thet the transmissions of the stations be checked by 
means of monitoring stations to be operated by the Government, by a public or 
privete enterprise, by a common monitoring service established by two or more 
countries, or even by some international organization. 

Paragraph 402 appears to make the United States a party to an international 
frequency monitoring system to the extent practicable. 

Paragraph 403 indledtes that administrations are agreed to carry out monitor- 
ing programs to help the IFRB and other administrations or organizations 
directly concerned. 

Yea 404 indicates that results shall be sent through one centralizing 
office. 

Paragraphs 407 to 411, inclusive, contain certain other provisions which the 
conference considered to be in the best interests of the nations which are members 
of the union. While all of the provisions in article 18 are qualified, as is usual in 
the case of international documents, with such phrases as ‘ insofar as practicable” 
and “‘to the extent practicable,’’ etc., it appears reasonably clear that the intent 
of article 18 was to produce monitoring reco: ds for the purposes of assisting other 
administrations and to conduct internaticnal engineering of radio frequencies 
bv more intelligent methods. A cogent reason for assisting other administrations 
in the production of monitoring data is the long-range propagational qualities of - 
high frequency radio transmissions. As an example, monitoring (from a propa- 
gational point of view) of radio signals being transmitted from England to South 
America would be most useful if the monitoring were done in South America and, 
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conversely, if the transmission were from South America to England, the moni- 
toring should be done in England or Western Furope. 

From the point of view cf mutual assistance, or from the standpoint of its 
position as one of the leading nations in the communication field, to say nothing 
of being the prime exponent of the Atlantic City frequency allocation scheme, 
it appears that the United States should fulfill its fair share of the obligations in- 
tended under this article. Currentlv, the United States is sending about 2,000 
frequency monitcring observations a month to the IFRB in Geneva as a token 
gesture in recognition of its obligations under article 18. However, the number 
of these observations is so comparatively small that the value is limited. 

With this limited monitoring ability it would not be possible to respond to 
requests of any magnitude that might emanate from the IFRB cr other adminis- 
trations for monitoring information as intended under paragraph 403 of article 18. 
‘If the United States is to plav its part in the scheme of international frequency 
engineering under the IFR.B concept and meet the terms and interest of the treaty, 
a better planned effort of increased magnitude must be undertaken. 


JUSTIFICATION FOR THE DEPTH OF EFFORT ENVISAGED IN THE ATTACHED NATIONAL 
PROGRAM (ANNEX A) FOR ADDITIONAL RADIO MONITORING 


Based upon the foregoing outline of purposes for which additional national 
radio monitoring is necessary and the brief explanation of monitoring procedures, 
the ey exploration of the time and trained manpower necessary to produce 
desired results, is presented. 

Analysis is based upon the adequacy of the effort visualized under the program 
in Annex A. Estimates of the results to be expected under the manpower limi- 
tations of Annex A are also explored. 

As outlined in the foregoing brief explanation of radio monitoring, there are 
two methods which should be independently undertaken: 

@) “Sweeping” the radio spectrum, from 10 kilocycles to 27,500 kilocycles; 
an 
(b) Performing special projects and tasks involving discrete frequencies or 
areas of the spectrum with particular emphasis upon the relationship of frequency 
characteristics to land mass (or country) usages. 

One of the keys to the number of manhours necessary to a sweep of the spectrum 
is the speed of the sweep. In congested areas of the radio spectrum, between 
10 kilocycles and 27,500 kilocycles there is often audible more than’a transmission 
per kilocycle. In other areas there may be no more than an average of 1 trans- 
mission audible per each 2 kilocycles. 

For the purpose of analyzing the monitoring work to be done and to estimate 
the number of listening points and technically qualified operators necessary to 
produce results the following figures are presented: 


Method (a)—Sweeping by monitoring operators 
Amount of radio-spectrum space having long-distance characteristics: 


10 to 200 kilocycles and 4,000 to 27,500 kilocycles__-_-___ kilocyeles__ 23, 690 
or 
Estimated speed of sweep_..-....-.--------- kilocycles per hour. _ 50 


Amount of spectrum space that could he swept at 50 kilocycles per hour 
by 3 men working in a single operating position on 8-hour watches at 


Length of tire that it would take the 3 men to sweep 23,690 kilocycles at 

Number of men recuired to sweep 23,690 kilocycles 10 tines every quar- 

ter (90 days), or once every 9 days. --___--_-_-------------------.- 6. 57 


istics: 


200 kilocycles to 4,000 kilocycles.__ 3, 800 
or 
Estimated speed of sweep. kilocycles per hour_ 20 


Amount of spectrum space that could be swept at 20 kilocycles per hour 
by 3 men working in a single operating position on 8-hour watches at 


Length of time it would take the 3 men to sweep 3,800 kilocycles at one 


Number of men required to sweep 3,800 kilocycles 10 times every quarter 
(90 days) or once every 9 days__.____-____--------------.-------- 2. 64 


' of radio-spectrum space having relatively short-range character- 
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Taking into consideration the 6.57 men required to sweep 23,690 kiloevcles per 
second of spectrum space having long-distance characteristics, 10 times in 90 
days, it must now be determined whether the 8 receiving points, from San Juan 
(66° W. lat.) to Hawaii (158° W. lat.) will hear the same transmissions on identical 
frequencies. Obviously they will not on all frequencies and a conservative esti- 
mated average is that 2 individual users of the same frequency will be observable, 
considering all 8 stations. This then doubles the number of men necessary to 
patrol the 23,690 kilocycles per second once every 9 days and results in 13.14 men. 

Turning to the domestic or shorter distance frequencies that required 2.64 men 
to patro] the 3,800 kilocycles once every 9 days, we find that these frequencies may 
be used simultaneously by different transmitting points without harmful inter- 
ference, a number of times within the area covered by the 8 monitoring stations. 
A conservative estimated average is that there will be 4 individual users of an 
identical frequency in this area of the spectrum each observable by some of the 
8 listening peints. This then quadruples the number of men necessary to patrol 
the 3,800 kilocycles per second once every 9 days and results in 10.56 men. 

Totaling then the men necessary to sweep the radio-spectrum area between 10 
and 27,500 kilocycles we reach a total of 24 men on watch which is 3 per station or 
1 on watch per station per every 8 hours. 

In order to obtain a better visualization of the number of observations recorded, 
the 24 men, in going through the spectrum (10 kilocycles to 27,500 kiloeyveles 
would probably encounter about 38,890 transmissions each 9 days, and if the 
spectrum is swept 10 times in a quarter, this figure becomes 388,900 recorded 
transmissions every 90 days. 


M-ethod (a)—Special monitoring projects 


The work to be performed by special project operators may be regarded as a 
detailed consideration of discrete frequencies or areas of the spectrum which, to 
the sweep operators under their scheduled operations, is not practicable. 

Such tasks as identification of unknown transmitting (and where possible 
receiving) points, continuing observation of a number of frequencies or spectrum 
areas over scheduled periods such as for a month or more, must be performed 
by some means other than the monitors, on scheduled sweeping, because these 
tasks become extremely time-consuming. 

It is not possible to estimate the number of observations that will result from 
special project work in the same manner as for the sweep operators, as the number 
of projects, their magnitude and the speed at which they may be prosecuted is 
not always predictable. 

However, it is axiomatic that in 8 hours 1 man cannot exceed thirty-two 15- 
minute observations upon discrete frequencies or blocks of frequencies. 

In order to determine the number of special projects operators necessary 
to the 8 stations under the assumption that special observations would progress at 
a rate of about 96 per listening position in a 24-hour period, we must return to the 
sweep operation figures. It was estimated that there would be about 338,900 
sweep observations in a 90-day period. 

Past performance showed that of sweep observations about 40 percent are not 
identified by the sweep operators, 

This would leave 135,560 observations with unidentified transmissions. 

Turning now to annex A we find that the total number of monitoring operators 
envisaged as on watch during a 24-hour period at the 8 listening points is 72. 
It has been estimated that 24 operators were necessary to perform the sweep 
operations. This leaves 48 operators as remaining to perform the special projects 
at the 8 stations, or 2 per watch per station. 

On the basis of attempting identification of the 135,560 transmissions which were 
estimated as not being identified in the process of the sweep operations, it would 
take about 88.2 days for the 48 special projects operators to cover these trans- 
missions. 

This would leave about 1.8 days of effort for the 48 operators to cover specified, 
eennes assignments as well as assignments that could not be planned in advance. 

his obviously would be an unsatisfactory procedure as it would not provide 
sufficient remaining time for the special projects operators to be available for cur- 
rent and planned assignments some of which will necessarily continue over 
several weeks of listening. 

It will therefore be necessary to approach the 135,560 unidentified observations 
upon a selective basis, and within the 90-day period select about half for assign- 
ment to the special project operators, leaving about 45 days of effort free for the 
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= gga of other special observations at an estimated magnitude of perhaps 


Turning again to annex A, a total of 3 monitoring operators per watch per 
station is provided by the 72 monitoring operators available to sweep and special 
projects. In order to make available the 72 operators on a 24-hour day, 7-day 
week basis, however, they must be augmented by 48 additional operators taking 
into account a 40-hour week, relief, vacation, and sickness, or a total of 120 
operators. The grand total of 144 represents the total support in the form of 
clerical assistance, equipment maintenance and relief, that is necessary to keep 
72 operators on watch at 8 stations. ‘ ; 

The Frequeney Usage Analyzer Unit which is to perform evaluation services 
of these radio monitoring efforts, should funetion in Washington, D. C., and its 
efforts should be under the direction of the Office of Defense Mobilization. This 
is so that it may be directed in a manner that will be objectively inclined toward 
the service of all using agencies and in addition to serve the Interdepartment 
Radio Advisory Committee (IRAC) which revorts to the ODM. 

The ODM, however, as a staff arm of the President, should not have under its 
administration such operating functions as are entailed in this Frequency Usage 
Analyzer Unit, any more than it should have attached to its personnel rolls the 
radio-monitoring operators in the radio-monitoring stations of the FCC. 

Accordingly, the ODM plans to arrange with a service agency, preferably one 
that is not a user of radio for communication purposes, to administer the personnel 
of the Frequency Usage Analyzer Unit, but leaving to ODM the function of 
directing the effort. 

The Frequency Usage Analvzer Unit staff will consist of 21 frequency analysts 
to function simultaneously, plus 8 for supervisory, clerical and relief (sickness 
and leave) support of the group. 

This nucleus of 21 frequency analvsis people would obviously be incapable of 
analyzing the entire output (approximately 450,000 observations quarterly) of 
the additional monitoring effort. Fortunately, such a task is not necessary and 
the work of the analyzer group would be and should be selective. 

The group has several definable functions, each of which is considered to serve 
the foregoing 10 purposes for which radio monitoring is necessary to the United 
States. Some of these functions are: 

(a) To review current monitoring observations and supply information which 
is lacking, such as identification, or if not possible from existing records, to 
recommend special observations intended to supply the information. 

(b) To search, as directed, for vacancies in the radio spectrum that can be 

accommodated without harmful interference to existing authorized services. 
Such a search will necessitate scanning of current machine records from the central 
monitoring files which are maintained elsewhere in Government but which will 
be fed from all available sources including the effort in annex A—scanning of 
accumulated and current special project observations of specific frequencies or 
areas of the spectrum—recommending the initiation of additional special projects 
for the purposes of reaching the desired objective. 
+ (c) Review current observations (machine and special project) for radio fre- 
quency usage studies as directed. Such studies would be—for the purpose of 
achieving better management in the employment of frequencies—for essistance 
to our national efforts to implement our commitments under the radio frequency 
reassignments which must proceed under our Atlantic City Treaty commitments 
and for purposes which are directly related to the security of the Nation. 


BACKGROUND OF BUDGET SUBMISSION FOR THE PROGRAM 


Mr. Paiurrs. Mr. Chairman (Mr. Hyde), you had better tell us 
how this addendum to your original budget submission came about. 

Mr. Hyps. The National Security Council requested that plans be 
made for a national frequency usage monitorin poe and the 
matter was referred to the Office of Defense Mobilization which, in 
fact, had made the preliminary studies for the development of it and 
the coordination of it. And I am pleased to have Mr. William A. 
Porter, Assistant Director of the Office of Defense Mobilization, here 
today and he is prepared to make a statement for that office. 

Mr. Puitures. We will be very glad to hear from Mr. Porter. 
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For the committee’s information, I should say we have present 
Mr. William A. Porter, of ODM; Mr. Thorsten V. Kalijarvi, repre- 
senting the Department of State; Brigadier General Corput, repre- 
senting the Department of Defense; Rear Adm. H. C. Perkins, 
representing Treasury; Mr. Lloyd H. Simson, representing the De- 

artment of Commerce; Mr. Theodore C. Streibert, representing the 

nited States Information Agency; Mr. William E. Plummer, repre- 
senting the Interdepartment Radio Advisory Committee, and Mr. 
Hyde, Chairman of the Federal Communications Commission. 


GENERAL STATEMENT OF WILLIAM A. PORTER, OFFICE OF DEFENSE 
MOBILIZATION 


Now we will be glad to hear from you, Mr. Porter. 

Mr. Porrer. My name is William A. Porter; I am Assistant 
Director for Telecommunications of the Office of Defense Mobiliza- 
tion. 

Under the terms of Executive Order 10460, the Office of Defense 
Mobilization is directed to assist and advise the President with regard 
to assigning radio frequencies to Government agencies, assuring high 
standards of telecommunications management, developing United 
States Government frequency requirements and coordinating the 
development of plans, policies, standards, and programs designed to 
assure Maximum security of telecommunication. 

One of the responsibilities of the Office of Defense Mobilization is 
to work toward better management of our national radio spectrum, 
which means in effect a more orderly and efficient use of the radio 
spectrum. In the opinion of the Office of Defense Mobilization a 
continuing current knowledge of radio frequency usage is essential 
to the fulfillment of the responsibility of effecting improved radio 
frequency management. The Office of Defense Mobilization is the 
focal point within Government for the coordination of plans, policies, 
and programs intended to meet the national needs of the Govern- 
ment in the field of telecommunications. 

The Office of Defense Mobilization was directed by the National 
Security Council to collaborate with the Federal Communications 
Commission to prepare a plan for a program of national radio moni- 
toring. Thé Federal Communications Commission and the Office of 
Defense Mobilization, through joint effort and with the voluntary 
collaboration of those departments and agencies of Government hav- 
ing an interest in the objectives to be achieved by the operation of a 
collaboration of those departments and agencies of Government hav- 
ing an interest in the objectives to be achieved by the operation of a 
national monitoring program, prepared a plan for this purpose which 
was approved by the National Security Council. The objectives 
which are sought to be accomplished represent a coordinated expres- 
sion of views of these departments and agencies as follows: 

1. To determine the impact of foreign usages of the radio spectrum 
upon United States flag uses with especial reference to the position of 
the United States by comparison with the percentage of use by other 
nations. 

2. To provide one of the necessary means for developing improved 
radio-spectrum management in the United States. Information 
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regarding foreign uses of radio must be supplemented by knowledge 
of how the United States is using its own radio frequencies. 

3. To promote the national security by providing an increased 
radio-monitoring effort to improve the ability of the United States to 
guard against the operation of clandestine radio stations. 

4. To provide information regarding United States and foreign-flag 
use of the radio spectrum, which is essential to the United States in its 
negotiations at international telecommunication conferences. 

5. To assist in maintaining the proper application and operation of 
such safeguards to our national defense as control of electromagnetic 
radiations (CONELRAD). 

6. To assist in determining the magnitude of radio capabilities of 
unfriendly powers either for communication purposes, or for the 
purpose of creating intentional radio interferences. 

7. To assist in determining the proper selection of radio frequencies 
roe changed United States radio assignments both Government 
and civil. 

8. To assist in the rapid identification of interference, both United 
States and foreign. 

9. To supplv frequency usage information which is essential to 
adjustments of blocks of frequencies within radio spectrum rearrange- 
ments agreed under existing treaty. 

10. To meet the requirements for radio monitoring stations and to 
supply monitoring records resulting therefrom, eo-delinnated in the 


final acts of the International Radio and Telecommunication Con- 
ference, 1947 (ratified by the Senate, June 2, 1948, by the President, 


June 18, 1948, deposited with ITU, July 17, 1948, and proclaimed by 
the President, February 10, 1949). Article 18 of the Atlantic City 
Radio Regulations outlines agreed procedures relative to the establish- 
ment of radio monitoring stations and the production of such monitor- 
ing records on an international scale as are considered to be of assist- 
ance to the International Frequency Registration Board (IFRB) in 
the course of its work. 

It is believed that the results of this program will provide the 
Nation with a useful tool in coping with its complex radiofrequency 
problems and that worthwhile benefits will accrue to industry, State 
and local governments, as well as to those departments and agencies 
of our National Government which have a substantial interest in the 
use of radio as a means of communication. Representatives of these 
Federal departments and agencies are present at this hearing in order 
that their particular interests in this program may be made known to 
you. If it is agreeable with the wishes of the committee, Mr. Chair- 
man, I would like to suggest that these representatives be called upon 
to state the views of their respective departments or agencies with 
respect to this program and the particulars in which it will be of 
benefit to them. There are present here today representatives from 
the Department of State, the Department of Defense, the Department 
of Commerce, and the Department of the Treasury. — 

Mr. Streibert, representing the United States Information Agency, 
is not here, but, I believe, will be here shortly. Upon the conclusion 
of their statements if there are questions concerning which you desire 
more complete information, I am sure that the answers can be supplied 
either by me or by the representatives of the departments and agencies 
who are here. 
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Mr. Hyde, Chairman of the Federal Communications Commission, 
will present the views of his agency and the details of the manner in 
which this program is to be accomplished. 

Mr. Puitures. Mr. Porter, as I understand these objectives, some 
of them were developed from the Geneva, Atlantic City, and other 
conferences, and some were developed for reasons indicated on pages 
2 and 3 of vour statement; but it seems to me objective No. 3 is 
simply an extension or duplication of the work already performed by 
the monitoring facilities of the FCC. 

Mr. Porter. I should think, Mr. Chairman, that particular objec- 
tive is fundamentally the responsibility of the Federal Communica- 
tions Commission, but that any expansion of facilities would put that 
agency in a better position to guard our national interests. 

Mr. Putuurps. I would like to know, just as a matter of curiosity, 
how this originated. Did the National Security Council think this 
up, or was the recommendation made to it by some agency? 

Mr. Porter. This matter arose as a result of a study which was 
given to the problems which the United States faced with respect 
to its monitoring. 

Mr. Puaruurps. Who made the study? 

Mr. Porter. The study was made jointly by a committee and 
panels working thereunder, the committee being known as the 
Telecommunications Planning Committee. 

nis. Puitures. From where did the members of that committee 
come? 

Mr. Porter. The members of that committee came from the 
representatives of those agencies of the Government who have a 
substantial interest in the use of radiofrequencies. 

Mr. Patiurps. Who authorized them to study the question? 

Mr. Porrer. I think the matter arose as the result of problems 
which came to the attention of each agency. Each agency was more 
or less going along with its own problems of this nature and seeking 
what it felt it needed, and there came to be a realization that they 
had a common interest in this problem. From that standpoint, it 
came about. 

I should perhaps mention, too, that in 1950 a board known as the 
President’s Communication Policy Board was appointed by the then 
President consisting of the following five individuals who are out- 
standing scientists and experts in this field: 

Dr. Irvin Stewart, president, West Virginia University, Morgan- 
town, W. Va.; Dr. Lee A. DuBridge, president, California Institute 
of Technology; Mr. David H. O’Brien; Dean William L. Everitt, 
College of Engineering, University of Illinois; Dr. James R. Killian, 
Jr., president, Massachusetts Institute of Technology. 

This Board made a comprehensive study of the problems facing 
the country with respect to telecommunications, and I think this 
perhaps did stimulate some activity in this direction toward the 
creation of the committee. 

Mr. Puruurps. I have a feeling that the expenditure of $1 million 
and the creation of a whole new program like this, is at least interest- 
ing enough to this committee to find out whose idea it was; where it 
originated; why they thought there was a necessity for it. 

Mr. Porter. I can give you the names of the present members of 
the Telecommunications Policy Committee. The Department of 
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State is represented by J. Paul Barringer; the Department of Defense 
is represented by Brig. Gen. R. V. D. Corput. 

Mr. He 1s here. 

Mr. Porrer. He is here. I believe at the time this matter came 
to the attention of the TPC the Defense representative was Rear Adm. 
John R. Redman. 

The Department of Treasury representative is now Rear Adm. 
H. C. Perkins. I am not sure that the Treasury was represented on 
the TPC at the time this matter was considered. Is that correct? 

Rear Admiral Perrys. It was not represented. 

Mr. Porter. The present from the Department of 
Commerce is Mr. Frederick Lee, the Administrator of the Civil 
Aeronautics Administration. 

I do not believe Mr. Lee was a member of this committee at the 
time the monitoring program was started, and I will have to be 
informed as to who the member was, because I was not in office at 
that time. Mr. Simson, can you supply that information? 

Mr. Simson. The Administrator at that time was Mr. Horne. 

Mr. Puruurps. Is that the complete list? 

Mr. Porrer. No, sir; I believe there were others. 

Mr. Puiuurps. Put them in when you get the record. 

(The information requested is as follows:) 

As a result of the recommendations of President’s Communications Policy 
Board made in 1951, there was established the post of Telecommunications 
Advisor to the President, and Mr. Haraden Pratt was appointed to this office in 
1951. The Telecommunications Advisor to the President established the Tele- 
communications Planning Committee. 

The Committee at the time the — monitoring program was first con- 
sidered consisted of 5 representatives of government departments augmented by 
5 nongovernment representatives as follows: 

Rear Adm. John R. Redman, USN, Director, Communications-Electronics, Joint 

Chiefs of Staff 
Mr. J. Paul Barringer, Director, Office of Transport and Communications Policy, 

Department of State 
Mr. F. B. Lee, Deputy Administrator, Civil Aeronautics Administration, Depart- 

ment of Commerce 
Commissioner E. M. Webster, Federal Communications Commission 
Mr. Ralph L. Clark, Central Intelligence Agency 
Dr. C. i. Jolliffe, Radio Corporation of America 
Dr. Ralph Bown, Bell Telephone Laboratories 
Dean W. L. Everitt, University of Illinois 
Dr. F. E. Terman, Stanford University 
Mr. Stuart L. Bailey, Consulting Engineer 

The Committee recommended to the National Security Council that an in- 
creased radio monitoring effort be undertaken in the national interest. The 
National Security Council then directed the Federal Communications Commission 
and the Office of Defense Mobilization to collaborate in the preparation of a plan 
for a national frequency usage monitoring program. The plan developed was 
approved by the National Security Council and is now before this subcommittee 
for its consideration. 

The functions of the Telecommunications Advisor to the President were 
subsequently transferred to the Office of Defense Mobilization. 


Mr. Putuutes. Who is your next witness? 

Mr. Porter. I planned to ask the committee to call Mr. Kalijarvi 
next, representing the Department of State. 

Mr. Puiuurps. All right, Mr. Kalijarvi; we will be glad to hear 
you now. 
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GENERAL STATEMENT OF THORSTEN V. KALIJARVI, DEPARTMENT OF 
STATE 


Mr. Kauisarvi. The Department of State is vitally concerned in 
the adequacy of a United States radio monitoring facility which would 
be capable of providing the Department of State with adequate mate- 
rial upon which to conduct its negotiations with foreign governments, 
in addition to providing necessary security safeguards. The Depart- 
meat believes that the program as presented by Mr. Porter al go 
a long way in meeting the Depaitment’s requirements, therefore, it 
fully supports the program submitted by the Office of Defense 
Mobilization. 

The United States has led the world in an endeavor to implement the 
Atlantic City Table of Frequency Allocation. Prior to the Atlantic 
City convention of 1947, it became patently clear that certain of the 
radio services needed more space in the radio spectrum. To that end 
the Atlantic City Table of Frequency Allocation was drafted and 
ever since the United States has endeavored to bring about its early 
implementation, which implementation is considered vital to United 
States private operating interests, as well as to the military and 
other Government operators. In order to arrive at a realistic assign- 
ment plan it is necessary that usage data be obtained on as broad a 
scope as possible. Experience in international negotiations has 
proven to United States delegations that in most instances the so- 
called radio-frequency requirements of foreign countries with whom 
the United States was negotiating were to a large degree unrealistic 
and did not reflect conditions as they actually existed. To assist the 
United States in conducting its negotiations with foreign governments, 
for the purpose of obtaining its rightful share of frequencies, which are 
in actual fact natural resources, the United States must be possessed 
of as much usage data as possible, which data must be obtained on a 
factual basis from actual monitoring. To this end the Department 
would lean heavily upon the Federal Communications Commission’s 
monitoring facility and its product would be an important basis upon 
which United States negotiations were based. 

Numerous foreign missions have approached the Department with 
the request that they be permitted to install transmitters within their 
missions for the purpose of communicating with their own country. 
The law, as presently interpreted by the Department, specifically 
prohibits the granting of a license to “‘(1) any alien or the representa- 
tive of an alien; (2) any foreign government or the representative 
thereof, etc.” 

The Department, in compliance with the law, has rejected the 
requests of missions seeking permission to install such transmitters. 
The missions who have made these requests have complied with the 
desires of the Department. However, some missions have purchased 
transmitters and associated equipment and one mission was detected 
operating a transmitter clandestinely. That was the Hungarian 
mission. That particular mission was requested to cease operating 
its transmitter which it did. However, the Department assumes that 
the equipment is still maintained on the premises, since as the Com- 
mittee must realize the Department does not possess the authority 
to request its removal. 
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In the event of a state of hostilities or imminence thereof, it would 
be urgently necessary that the activation of a transmitter by a poten- 
tially hostile mission be immediately detected and closed down. An 
adequate and capable monitoring facility would be needed to detect 
such clandestine operations, in addition to policing the spectrum for 
nonintentional violations and to support a Conelrad operation. 

The United States Government is also engaged in international 
voice broadcasting operations of significant scope. These programs 
which are in support of United States foreign policy objectives abroad 
are an essential ingredient in our national psychological effort. It is 
essential, therefore, that such programs be of maximum effectiveness. 
In order that information on the degree of effectiveness can be ascer- 
tained, it is necessary that an adequate monitoring facility be available 
to collect the essential technical data on the transmitters involved, 
the frequencies used and the force and weight of the opposition 
directed against United States operations. 

In view of the considerations set forth above, the Department feels 
that it is urgently necessary that the agency charged with the respon- 
sibility for operating the monitoring facility, namely, the Federal 
Communications Commission, be granted the funds to provide this 
essential service. While it is possible to obtain material, sites and 
housing within a reasonably short period of time, the Department 
has been informed that much time is required to train personnel 
adequately to man any monitoring facility. It is necessary, therefore, 
that in pursuance of United States foreign policy objectives this pro- 
gram not be delayed, but be implemented at the earliest possible time. 

Mr. Puttuips. You assert at the top of page 2 something which is 
interesting to me. It may not be to the lawyer members of the 
committee. You say, for the purpose of obtaining its rightful share 
of frequencies which are in actual fact natural resources. I was 
under the impression that was not the international opinion on that 
subject as established by these international conferences. Are you 
asserting something which is against the international opinion on 
that subject? 

Mr. vps. The international position which all countries take is 
that each country has a sovereign right to the whole spectrum. In 
its use, however, we undertake to obtain priorities by prior appro- 
priation, like you would obtain water rights in the State of California. 

Under certain treaties there are provisions for notification. The 
notification always has to be supported by usage and you obtain 
your position in the use of these natural resources by prior appro- 
priation and usage, complying with certain notification requirements. 


LEGAL BASIS FOR A NATIONAL FREQUENCY USAGE MONITORING 
PROGRAM 


Mr. Puiurps. Now I wish to ask a question of the counsel for 
the FCC. 

Do you consider this request covered by the supplementary justi- 
fication to be a function of the FCC? 

Mr. Baker. In the scope of the objectives which it has, it is a 
function which the FCC has not previously engaged in. When I say 
that, I mean not that the Commission has not engaged in ne. 
but not monitoring in the size and amount of this and for the specific 


purpose. 
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Mr. Puaiuurps. Then what is your legal authority to do this and to 
ask us for money to do it? 

Mr. Baker. Principally the thing is that we have an obligation to 
assist in carrying out treaty obligations in respect to communication. 
Part of that is an obligation of the Commission. That is one way it 
is authorized. 

Mr. Puituips. How was the obligation established for the Com- 
mission? 

Mr. Baxer. In the statutes, in the Communications Act, we are 
required to act in accordance with treaty obligations, just as we are 
in the Constitution. 

Mr. Tuomas. What about the real point in question, Mr. Chair- 
man? Is this subject to a point of order? 

Mr. Puiiurps. That is the practical question. Is this item, for 
which you are now asking us, subject to a point of order because there 
is no Specific authorization by a bill coming out of a legislative com- 
mittee? 

Mr. Baxer. I am afraid I would not be in a position to answer that. 
I mean according to your rules on points of order. I am not familiar 
with them. 

Mr. Parurs. You have partially answered it by saying this is a 
new function of the Commission and you are asking us for money for 
a new function of the Commission, except for that part I referred to 
in commenting on Mr. Porter’s testimony. The same thing applies 
even more forcibly to Mr. Kalijarvi’s testimony that this in effect is 
just an extension of the monitoring function you already have,and you 
would not have needed to come before us and ask us for anything 
except for some more money. 

Mr. Baker. There are in this certain functions which we would not 
normally take up in our judgment of what is necessary. It is our 
[re of course, you can always find functions which you could do 
more of. 

Mr. Puituips. While we hear another witness, you had better look 
up your enabling act and see what authority you have to ask us for 
this money without making it subject to a point of order on the floor. 

Mr. Yates. You say somewhere in your statement that the State 
Department is interested in monitoring foreign programs. Does this 
mean they are not being monitored now? 

Mr. Kauiyarvi. Perhaps that question could pe better answered by 
Mr. Hyde who knows the actual operation at the present moment. 
We find the present information we have is inadequate and that we 
need further information. 

Mr. Yates. Inadequate through a lack of facilities? 

Mr. Kauisarvi. That is right. 

Mr. Yates. Because there is not sufficient coverage. 

Mr. Kauisarvt. There is not sufficient coverage. 

Mr. Yates. Who is doing it, then? 

Mr. Katiyarvi. As far as it is being done, it is being done by Mr. 
Hyde’s Commission. 

Mr. Puitirps. How about the money we have appropriated to the 
Voice of America? Have they done any monitoring with that? 
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Mr. Katisarvi. I cannot answer that. 
Mr. Parties. Isn’t that a part of your Department? 
Mr. Katiyarvi. Not now. 


USE OF MONITORING INFORMATION BY THE STATE DEPARTMENT 


Mr. Tuomas. You made some rather broad sweeping statements a 
while ago. How does it affect the State Department in your ac- 
tivities? 

Mr. Katisarvi. It is our experience that having the information 
as to how frequencies are being used will assist the United States in 
re for frequencies in our conferences 

fr. THomas. Suppose you had that information, would you act 
on it “1 turn it over to the Federal Communications Commission to 
act on 

Mr. Katisarvi. We would need it at the time we were negotiating 
with other countries for such use of frequencies as we could establish. 

Mr. Tuomas. Does the Federal Communications Commission sit in 
on those negotiations? 

Mr. Katiarvi. They are parties to the negotiations; but we are 
charged with the responsibility for negotiation with foreign countries. 
They are part of the team. 

r. THomas. We have been having a war around here for the last 
3 or 4 years and we hope to have peace over there, and now at this 
late date the State Department comes up, and the armed services 
come up, and even the shipping people are coming up. We have 
gotten along without this activity for the last 3 or 4 years during the 
shooting war; what is the urgency for it now? 

This is the first time we have heard the State Department talk 
about it. Evidently they did-not place too much importance on it 
in the last 3 or 4 years. 

Mr. Kariarvi. I think the matter of the opportunity of presenting 
our support comes to-us for the first time. We have been in favor 
of this kind of operation in the past; it is simply that we have a diree- 
tive from the National Security Council through ODM to look into 
this thing and appear before you people and support the program. 

Mr. Tuomas. The Federal Communications Commission is charged 
by law with doing this job. I doubt if the State Department could 
stretch their jurisdiction to the extent to say it is one of their duties. 
Has the Federal Communications Commission asked you people to 
get behind this thing and get the ball rolling? 

Mr. KaALisarvi. Tous not aware they have. 

Mr. Tuomas. Did you know anything about this before you came 
up here today? 

Mr. Kauisarvi. Yes, I did. I was aware the operation was in 
process. I sat in on 2 or 3 meetings; I appeared before the Bureau 
of the Budget in support of the program. I have been briefed on it 
in order to make an appearance; I have been briefed on it today. 

Mr. Paiuurps. But you do not know how much ‘monitoring had 
been done by the Voice of America in the past, even though they 
operated under your Department? 

Mr. Karisarvi. True. 

Mr. Yates. In what respect is the monitoring inadequate? I 
think you started to get an answer from Mr. Hyde on that. 
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NEED FOR EXPANSION OF FCC’S PRESENT MONITORING FUNCTION 


Mr. Hyps, I think if you would examine the operation of each 
agency that has a communications interest, you would find each 
of them, in the course of its business, in the course of trying to get 
its message through, will make some observation of what is going 
on in the spectrum. I think if you will observe the thing, you will 
find that in no agency are there facilities or is any effort being made 
that will do the comprehensive monitoring job which needs to be 
done for each of those agencies and the United States as a unit to 
have the information necessary to protect its position in getting its 
proper share of the channels. 

Mr. Yates. Are you saying now, Mr. Hyde, that there are agencies 
other than the Federal Communications Commission that have the 
task of policing the spectrum? 

Mr. Hype. No, sir; there are not. What I am saying is that there 
are other agencies of the Government which use radio for communica- 
tion. The Voice of America is an illustration of that. When they 
put a station on the air and observe what happens, they are naturally 
interested in any interference they experience. That is monitored, 
but it is not monitored in the sense proposed here. That is just 
incidental. 

Mr. Yates. Is that the only monitoring they do? 

Mr. Hype. I do not know to what extent they devote their time 
and energy to monitoring, but I do say that anyone establishing a 
service runs across some information regarding their use and finds 
himself trying to crowd his way in between circuits. Naturally he 
has his own experience there. 

Mr. Yates. Do you now monitor foreign broadcasts? 

Mr. Hype. We do not monitor foreign broadcasts for the purpose 
of recording or making a complete usage study of the spectrum; but 
we do from time to time have occasion to try to find a solution to the 
interference problem. An international circuit will be subjected to 
interference; we try to find some solution to that interference. 

Mr. Tromas. You do not have to set up any more than your 18 
monitoring stations right now, plus the Voice of America, to find out 
what Russia is doing. 

Mr. Hyper. We do not have to set up any more stations to know 
that we are in difficulty. 

Mr. Tuomas. If you set up 40 stations over there, how are you 
going to tell what Russia is doing? 

Mr. Hype. What we hope to do is to examine the whole spectrum. 
I should not say ‘‘whole,’’ but that part of the spectrum useful for 
international communications, to find circuits for useful services, both 
for commercial users and the other Government users such as those 
represented by the agencies here today. 

You cannot get that kind of information from just the limited 
experience one agency has in trying to solve its individual requirements. 

Mr. Tuomas. Well the shipping interests have ships all over the 
world and they can give you pretty good information, can they not? 

Mr. Hype. Yes, you can get bits of information, but what is con- 
templated here is an observance of a vital part of the spectrum at a 
number of places, where the spectrum would be put under systematic 
observation, records would be made of what comes to our attention, 
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and an analysis would be made of them and we would be able to pro- 
tect ourselves in the contest of nations for vitally needed circuits. 

Mr. Tuomas. Does England have such a system, France, or any 
of the countries other than Russia? 

Mr. Hyper. Yes. The European countries are doing a far more 
effective job at it than we are. And we want to protect the position 
of the United States in the international use of this spectrum space. 

I would like to mention in that connection that each circuit you can 
obtain and upon which a priority by appropriation of the spectrum 
can be established, represents a termendous value. Just now the 
American Telephone & Telegraph Co. is undertaking with Great 
Britain the laying of a transatlantic telephone cable which will give 
them 36 telephone circuits. The cost of this cable will be of the order 
of $35 million. That is an illustration of how valuable a circuit would 
be. 

Mr. THomas. Where are you going to put these eight additional 
monitoring stations? 


UTILIZATION OF EXISTING MONITORING FACILITIES 


Mr. Hype. This does not contemplate eight additional monitoring 
stations. It only means the reactivation of 1 monitoring station in 
Puerto Rico, the enlargement of 1 in Alaska, and the implementa- 
tion 

Mr. Tuomas. I thought I read the figure of eight in your justifica- 
tions. 

Mr. Hype. No. Actually only one new station is to be established. 


Mr. Tuomas. Wait a minute, now; we are going to see about that 
word “eight.” If I missed it, I want to tell you I missed; if you missed 
it, I want you to say you missed it. 

Mr. Hype. If you catch me, I will confess to error. 

Mr. Paruuips. That is on page 24. 

Mr. Tuomas. What about the “eight,’’ now? At least I am 50 
percent right. The word “eight” is there. 

Mr. Hype. You are right; the word “eight” is there. But these 
8 stations come from the 18 we already have and 1 more to be reacti- 
vated in Puerto Rico. We are going to use 5 stations in our present 
plant in the continental United States, with a station in Puerto Rico 
which is to be reactivated, 1 in Alaska and 1 in Hawaii. 

Mr. Tuomas. The one in Alaska is in operation now? 

Mr. Hype. Yes, sir. But for the purpose of carrying out this 
program, it is necessary to enlarge that and provide additional person- 
nel. Actually this is a plan to use an existing plant more effectively. 
And the reason why FOC 

Mr. THomas. Why did not the Federal Communications Com- 
mission, who is charged with this duty by law, come up with this idea? 
We have always had the idea that the Commission was on its toes and 
doing a bang-up good job. Now here we find you were sound asleep 
and the ODM had to originate this idea; that you had not thought 
about it, you had to get some newcomers without jurisdiction over the 
field to give you the idea, and you did not submit it to the Bureau of 
the Budget? 

Mr. Hype. We have not been asleep on this—— 

Mr. Tuomas. Did you submit it to the Bureau of the Budget this 


year? 
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Mr. Hype. We did not submit it on our own initiative. 

Mr. Tuomas. Did you submit it last year? 

Mr. Hype. No, we did not. 

Mr. THomas. What about the year before that? 

Mr. Hype. Not in this manner. 

Mr. Tuomas. Have you ever submitted it to them? 

Mr. Hype. In 1949—— 

Mr. Tuomas. I beg your pardon; did you ever submit it to them? 

Mr. Hype. We have submitted plans for more extensive monitoring 
and our experience was not encouraging. 

Mr. THomas. We have gone along with you pretty well, have we 
not? 

Mr. Hype. I am trving to cooperate here. 

Mr. Tuomas. You are between rock and a hard spot; we understand 
that. Go ahead. 

Mr. Hype. In 1949—and I am going back that far to indicate we 
have not been asleep over this period—the Federal Communications 
Commission in a letter to the State Department called attention to 
the need for efforts being made to coordinate the national communica- 
tions policy. I think that letter had a lot to do with the action of 
the President in settiag up a Commission. 


ATLANTIC CITY CONFERENCE—1947 


Mr. Tuomas. You have not forgotten that hot summer in 1947 at 
Atlantic City when you sat over ere for 3 months, have vou? 

Mr. Hype. No. I was not there, but I have heard about that 
conference. 

Mr. Tromas. There were all these foreign people over here and you 
just sweated in Atlantic City for 3 moaths. I think you did a fine 
job, and now you come back here aud say you do not know what it 
is all about. 

Mr. Hype. Oh, no; excuse me 

Mr. Tuomas. You have been misleading the committee ever since 
1947. 

Mr. Hype. May I state what we did? 

Mr. Tuomas. We had better get the 1947 hearing, and I think the 
statement is in there that we just got everything in the book and you 
came away from there just tickled to death. 

Mr. Hype. I think the United States was very effective. The 
United States felt that they did get their views accepted pretty gen- 
erally at Atlantic City. But that Atlantic City conference did not 
assign channels to stations, but assigned bands to services. 

Mr. Tuomas. You do not mean to say that any large number of 
monitoring stations is going to get any band assigned to you, do you? 

Mr. Hype. We think if we could get dependable information as to 
usage we could find opportunities for channels not apparent from just 
a casual effort. We think we would strengthen our position in deal- 
ing with other countries. 

t is very difficult, you know, in negotiation to protect yourselves 
against the other fellow if he knows what you are doing and you do 
not know what they are using. 

Mr. Yares. You are stating that, as a result of the conference Mr. 
Thomas referred to, the United States came off pretty well; that we 
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got positions in the spectrum which protected our interests through- 
out the world. Is that correct? 

Mr. Hype. I think that is oversimplified in your statement. What 
we succeeded in doing at Atlantic City was to get acceptance of the 
principle and assignment of bands of frequency to the services; but 
that conference did not go into the task of assigning specific fre- 
quencies to specific stations. We did not make any assignments of 
frequencies, 

Mr. Yates. How would this program help you to do that? You 
would have to do it by having another conference, would you not? 

Mr. Hype. We have been trying to do it in subsequent conferences. 

Mr. Yates. Will this help you do it? 

Mr. Hype. This will be of vital assistance to us. 

Mr. Yates. How? 


NEED FOR INFORMATION ON THE AVAILABILITIES AND OCCUPANCY OF 
THE RADIO SPECTRUM 


Mr. Hype. It would give us information as to availabilities and 
give us information as to occupancy. 

Mr. Yares. As to availabilities in the spectrum? 

Mr. Hype. That is right. 

Mr. Yares. The whole spectrum is not occupied now? 

Mr. Hyper. I mean that it is occupied in this sense, that you can- 
not find space in it without the most careful examination of it. 
There are no open areas where you can just move in; but there is 
room for additional assignments a8 a they are engineered, and 
you can engineer additional assignments. 

Mr. Yares.. Are you saying that the spectrum is not fully oecupied 
because you have not reached the limit of mechanical facilities? 

Mr. Hype. I am saying it is not occupied because we have not 
been able to utilize channels in the most efficient way. 

Mr. Yares. Is anybody occupying those channels? 

Mr. Hype. You will find usages across the spectrum but, on close 
examination, you will find there are opportunities to improve that 
usage on an organized and engineered _ basis. 

Mr. Yares. If you will step up the power of your observation, you 
will be able to take over a portion of the band which is not now 
occupied? 

Mr. Hype. I think you have oversimplified it. May I ask the 
frequency allocation expert, who has been working from day to day 
in the task of finding assignments for particular stations and par- 
ticular services, to indicate what the procedures are and what is 
neant by “finding holes’’? 

Mr. Puiturps. Can a frequency allocation expert make such a 
statement briefly? 

Mr. Hype. Yes, sir. 

Mr. Yares. You say you need this appropriation to determine the 
impact of foreign usages of the radio spectrum upon United States 
flag uses with a special reference to the position of the United States by 
comparison with the percentage of use of other nations. Is this what 
you are trying to say—that some other countries may be encroaching 
upon portions of the spectrum assigned to us by treaty and we don’t 
know it and this will help us discover it? 


Mr. Hype. No, sir. What I am saying is that some other country 
is operating in a part of the spectrum. There will be opportunity for 
us maybe adjacent to them or in the same area provided we discover 
the opportunity and take advantage of it before we lose that to some 
other country. It is not a case of poaching but first come and first 
served. 

Mr. Yares. The answer is ‘‘No’’, then. 

Mr. Hype. It is not fully occupied because additional channels 
can be worked in from time to time. I was afraid if I said it was not 
fully occupied I would give the impression there were areas of spectrum 
that were available for you to move in easily. 

Mr. Yates. Now vou are saying there are areas of the spectrum 
where you can move in. 

- Mr. Hype. In a sense, perhaps I am. 

Mr. Yates. Off the record. 

(Discussion off the record.) 

Mr. Yates. How do you stake a claim in the spectrum? 

Mr. Hype. You file a notification to the International Frequency 
Registration Board. 

Mr. Yares. In order to find available places in the spectrum, is 
one of the reasons why you need this appropriation? 

yt nts This is one of the big reasons why this appropriation is 
needed. 

Mr. Yates. Is this a valuable claim that you are seeking to stake? 

Mr. Hype. It is an extremely valuable claim. 

Mr. Yates. Why? 

Mr. Hype. Because we lose our opportunity if we do not stake our 
claim before others get priority against us. 

Mr. Yares. Opportunity for what? 

Mr. Hype. Opportunity for use of the channel; to stake your claim. 

Mr. Yares. Is the spectrum too restricted now? Is it to the 
advantage of this country to come up with additioual spaces in the 
spectrum? 

Mr. Hype. Very much so. 

Mr. Yates. In what respects is it to the advantage of this country 
to do so? 

Mr. Hype. It is the general consensus, I am sure you will find if you 
examine the communications experts here, that the supply of fre- 
quencies workable for the fixed services are less than what would be 
required to accommodate all of the demands. There are more de- 
mands for channels that can be accommodated. We had better get 
ourselves satisfied before pressure from other places comes about. 

Mr. Yates. Who makes the demands for the channels? 1 am try- 
ing to find out in what respects are these channels of advantage to our 
Nation? Why do we want to spend this money, this $1 million in 
order to go out and claim these things? 

Mr. Hype. We have our communications 

Mr. Yates. Additional channels for ships, for airplanes? What do 
we need the additional channels for? 

Mr. Hype. Mostly, I understand, for fixed services, long-distance 
communications, transoceanice—— 

Mr. Tomas. Radio Corporation of America wouldn't have interest, 
in this, would they? 

Mr. Hype. Every one of our communications carriers would have 
an interest—the Army, the Navy, Air Force 
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Mr. Tuomas. Would they be interested in setting up some monitor- 
ing stations and paying the cost of it? 

Mr. Hype. I doubt if the kind of a monitoring service that the 
independent operator or a commercial operator would run would be 
useful for the overall purposes of the Government. Actually, in a 
sense these communications carriers, | won’t say they are cempetitors 
but they are claimants for an opportunity to get through in the same 
areas where we have need of channels for defense purposes. 

Mr. Jonas. May I ask a question? 

Mr. Puiuurps. Yes. 1 wanted to ask you and Mr. Krueger if you 
had any questions of Mr. Kalijarvi. I interrupted the witnesses as 
a courtesy to Mr. Kalijarvi, who would like to return to his office. 

Mr. Yarns. I will defer my questioning. 

Mr. Puiturps. You can ask Mr. Kalijarvi questions now and later 
on you can ask all the questions you want of the others. 

Mr. Yates. Is the State Department doing any monitoring at all 


No. 

. Yates. You wouldn’t know about the Voice of America? 

Kanisarvi. No. 

. Yares. Nor any others of the information services? 

. Kanasarvi. No. They have a spokesman here. 

. Putiirps. The Voice has somebody down here? 

. Yares. They have a witness? 

. Jonas. My question would go more properly to Mr. Hyde. 


POSITION OF THE STATE DEPARTMENT ON THE PROGRAM 


Mr. Putuurps. Mr. Kalijarvi, if no one else has any more questions 
we will thank you for making the statement and let you go and call 
your attention to the fact that the record now shows that the FCC 
presented this case in writing to the State Department in 1949 and 
the State Department got around to doing something about it 
in late 1953. 

Mr. Kanisarvi. That is not quite correct, sir. 

Mr. Putturrs. That is what the record shows. 

Mr. Kauisarvi. Mr. Chairman, first of all, may I ask Mr. Nesbitt, 
who has been living with this thing long before I came with the 
Department, to state the Department’s position in this thing in the 
past so that the record will be clear? 

Mr. Nessirr. Mr. Chairman, we have not dropped the ball, so to 
speak, in the past. We have worked hand and glove with the Federal 
Gunhondenmiten Commission, private industry, and other interested 
agencies of the Government in bringing about some orderly procedure 
in obtaining our fair share of these natural resources. e went to 
the extent of proposing there be established a communications policy 
board. They made certain recommendations after studying all our 
communicatious problems. Out of that grew the office of the tele- 
communications advisor to the President and finally office of Assistant 
Director of ODM, Mr. Porter’s office, all of whom have been strongly 
in favor of this monitoring activity and the orderly use of the spectrum. 
It has been a concerted effort over the years. It has received impetus 
through the action of the National Security Council. 

Mr. Pxruips. Thank you, sir. 

General, we will hear your statement now, if you please. 
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GENERAL STATEMENT OF BRIG. GEN. R. V. D. CORPUT, JR., 
UNITED STATES ARMY 


General Corput. My official assignment is Director of Communica- 
tions (Electronics) for the Joint Chiefs of Staff. 

In presenting this statement, I would like to point out that I speak 
for the entire Department of Defense. 

The Department of Defense is the United States largest single 
user of frequencies. Furthermore, all areas of the world are involved. 
This use of frequencies is in many instances on a temporary basis as 
indicated by the mobile operations of naval fleets and air forces. 

It is particularly important to the Department of Defense that the 
management of the use of frequencies by Government and nongovern- 
ment agencies of the United States be efficiently accomplished. Such 
action will contribute to the defense effort of the Nation by insuring 
that frequencies assigned to other agencies are being efficiently used. 
If they are not being efficiently ne or if their use is less important 
than a defense requirement, additional frequencies could be made 
available for defense activities. 

In overseas areas and with particular reference to the temporary 
and periodic requirements resulting from fleet and Air Force opera- 
tions, it is imperative that the United States have intimate knowledge 
of foreign usage of frequencies. This knowledge is required to intel- 
ligently discuss the United States requirements at international 
conferences concerning the allocation of frequencies. A defense re- 
quirement for a particular frequency which is assigned to another 
nation can be more effectively presented if the present use, or misuse 
of that frequency is known. 

My previous statements reflect the primary benefit to the Depart- 
ment of Defense of the Office of Defense Mobiliz»tion proposal 
There are several byproducts, however, which will result from imple- 
mentation of the proposal and which will benefit the Department of 
Defense. Information as to the nation using a particular frequency, 
the purpose for which it is used and the like, is of value to the Depart- 
ment of Defense for reasons other than those previously cited. There- 
fore, the Department of Defense supports the statement made by 
Mr. Porter. 

Mr. Puituips. Thank you, General. Admiral Perkins, I believe 
you are next. 


STATEMENT BY REAR ADM. H. C. PERKINS, UNITED STATES COAST GUARD 


Admiral Perks. Mr. Chairman, I am here to represent the 
Treasury Department. 

In order to promote efficient use of the radio spectrum, the Treasury 
Department agrees that the United States requires current and 
accurate knowledge of actual radio frequency usage. This knowledge 
can only be gained by adequate monitoring of the radio spectrum. 

The United States Coast Guard, the largest user of radio in the 
Treasury Department, must rely on dependable radio communications 
to maintain constant contact with its vessels and aircraft and its 
many isolated units, in the performance of such duties as: Search and | 
rescue, port security, law enforcement and establishing and main- 
taining aids to navigation. In view of the increasing use of radio by 
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all countries, it is recognized that no agency can expect to continue 
to enjoy efficient radio communication unless the United States is 
equipped with the proper tools to promote efficient use of the radio 
spectrum for the Nation as a whole. 

In addition to the general benefits to be derived from additional 
monitoring, the United States Coast Guard has certain requirements 
for special monitoring information. The Coast Guard maintains 
direct teletype circuits to the FCC monitoring control stations on 
both the east and west coasts. Primarily these circuits are used for 
search and rescue purposes. The FCC monitoring stations not only 
assist the Coast Guard in identifying and locating real distress signals, 
but equally important they assist in running down false signals. They 
also assist in identifying and locating interfering signals. The Coast 
Guard continues to receive complete cooperation from the Federal 
Communications Commission and the FCC monitoring stations to the 
extent that their limited personnel and facilities permit. Sufficient 
personnel to man the equipment at the monitoring stations con- 
tinuously, would of course, produce more effective results. 

All Treasury Department law enforcement agencies stand to benefit 
to some extent by complete monitoring information. Organized 
criminal syndicates often resort to radio communications in their 
operations. It is a tedious, but fairly simple process to follow the 
Jeads furnished by an analysis of radio monitoring data. 

Mr. Putuurrs. Before the admiral leaves I would first like to say 
you could boil all these statements so far down to a few words—that 
you have been sent here to say you are in favor of the request for 
$950,000. We would appreciate it very much if you would get into 
the field occupied almost exclusively by Mr. Hyde up to now, by 
telling us what it is all about and what you are going to use the money 
for. We are a money committee. 

Who is next? 

Mr. Portex. Mr. Simson, Department of Commerce. 


GENERAL STATEMENT OF LLOYD H. SIMSON, DEPARTMENT OF 
COMMERCE 


Mr. Simson. The Department of Commerce has a direct interest in 
some of the objectives of the radio monitoring program under con- 
sideration and an indirect or collateral interest in most of the others. 

The direct interest is on behalf of those component units of the 
Department of Commerce which use or rely heavily upon radio in the 
performance of their respective executive functions. Among such 
— are the Civil Aeronautics Administration, the United States 

eather Bureau, the National Bureau of Standards, and the Coast 
and Geodetic Survey. Thus the Department of Commerce represent- 
ing their combined usage of radio is plagued with all the technical and 
operational problems which confront other major users. These are 
largely the difficulties which the proposed radio monitoring program 
is designed to alleviate. For example, the information to be derived 
from an adequate monitoring program will aid in the selection of 
frequencies to meet present deficiencies and expanding and changing 
needs of the future. 

The situation we have today in the spectrum is quite different 
from 1947, that of the Atlantic City Conference. 


469 


Mr. Yates. In what respect? 

Mr. Simson. Congestion is greater. Atlantic City planned major 
reapportionment of the spectrum among competing services, Ever 
since then we have been in the complicated process of fitting ourselves 
into the new allocation. Another difficulty always with us is inter- 
ference in an overcrowded and highly competitive radio spectrum. 
It is not possible to cope with the large and growing number of inter- 
ference cases, both domestic and foreign, without better usage 
information. 

Individual agencies have special concerns. For instance, the Civil 
Aeronautics Administration has heavy responsibilities in connection 
with plans related to Continental Air Defense. Monitoring facilities 
if available could play a very important role here as well as in the 
application of safeguards against possible enemy use of our radio 
emissions for navigational purposes. I refer to the Conelrad plan. 

Normal operation of air navigation radio aids and the maintenance 
of worldwide communications for everyday purposes of safety and 
regularity of flight requires constant monitoring in the interests of 
reliability and efficiency. 

The United States Weather Bureau relies mainly upon aeronautical 
telecommunications facilities for the timely collection and dissemina- 
tion of the large volume of meteorological information necessary to 
support civil and military aviation, not to mention weather service to 
the general public. 

The National Bureau of Standards has made major contributions in 
many specialized fields of the radio art, especially in the field of radio 
wave propagation. The practice of checking scientific calculations of 
future wave propagation conditions against actual monitor observa- 
tions contributes to improved accuracy to the extent such data are 
available. Predictions are issued regularly by the Centra! Radio 
Propagation Laboratory of the National Bureau of Standards. They 
have wide practical application by many communication agencies 
outside the Department of Commerce. 

In addition to the examples I have mentioned by way of illustrating 
the direct benefits of a national monitoring program, the Department 
of Commerce shares in a community interest through its participation 
in the Interdepartment Radio Advisory Committee. Continuously 
for over 30 years the IRAC has performed a necessary and valuable 
service by coordinating the radio operations of all Federal users of 
radio. This includes technical coordination through the Federal 
Communications Commission between federally operated and non- 
federally owned radio stations. Under present circumstances these 
services cannot be performed with complete effectiveness without 
adequate usage information. Such information can only be obtained 
through the facilities and organization of an adequate national pro- 
gram. 

Mr. Puitures. Thank you, Mr. Simson. 

You have one more witness? 

Mr. Porter. Two more. 

Mr. Puiuuirs. Who is next? 

Mr. Porter. Theodore Streibert, Director of United States Infor- 
mation Agency. 

Mr. All right. 
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GENERAL STATEMENT OF THEODORE C. STREIBERT, DIRECTOR, UNITED 
STATES INFORMATION AGENCY 


Mr. Srrersert. I appreciate the opportunity of appearing before 
this subcommittee of the House Appropriations Committee to support 
the frequency usage monitoring program, the budget request and justi- 
fication of which has been placed before your subcommittee as an 
addendum to the Federal Communications Commission estimates of 
appropriation for 1955. 

The expected results of this frequency usage monitoring program 
will be of considerable value to the United States Information Agency 
in carrying on its international broadcasting activities. 

The long-distance parts of the radio spectrum used for broadcasting 
are overcrowded and the world pattern of usage changes from day to 
day. The existing structure of international agreements and regis- 
tration of frequencies is entirely inadequate by itself to avoid or pre- 
vent harmful interference to long-distance broadcasting and program 
transmission. 

Up-to-date specific information on foreign usage of the international 
broadcasting bands will greatly assist our broadcasting operation in 
selecting interference-free channels for shortwave broadcasting and 
for program transmission to our overseas relay bases. This holds for 
both accidental interference and intentional interference. 

Accidental or unintentional interference can often be cleared up by 
negotiation if the source is promptly identified. Current knowledge 
of holes or unused spots in the radio spectrum is very useful in dealing 


with cases of intentional interference and jamming. 
This monitoring program will provide us with more information on 


the radio jamming that is directed against many of our international 
broadcasts. The more information we have the better we will be 
able to deal with this jamming. 

We also believe that this program in contributing to better radio- 
spectrum management in the United States will indirectly assist the 
United States Information Agency in carrying out its program. 


MONITORING BY THE VOICE OF AMERICA 


Mr. Pui.utps. I will ask you the question which several members 
have asked other witnesses. How much monitoring is the Voice doing 
and how much monitoring has it done in the past? 

Mr. Srreizert. It monitors its own transmissions. It monitors 
what we put out. It doesn’t monitor other parts of the spectrum 
where there might be some lack of usage where we could creep in. 
We are interested in seeing how well our own programs are received. 
We monitor at our foreign relay bases and other stations abroad, all 
overseas, none here. 

Mr. Puruuirs. Is there any relationship between your monitoring 
and the FCC? Do they in any way supervise or work with you in 
this monitoring you are now talking about? : 

Mr. Srreisert. No. This is entirely overseas. 

Mr. Putuirs. Mr. Porter, you have one more witness. Is it 
Mr. Plummer? 

Mr. Porter. Yes; Mr. Plummer. 

Mr. Mr. Plummer. 
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GENERAL STATEMENT OF WILLIAM E. PLUMMER, OFFICE OF 
DEFENSE MOBILIZATION 


Mr. Puummer. Mr. Chairman and members of the subcommittee, 
my name is William E. Plummer. I am a radio engineer employed by 
the Office of Defense Mobilization on the staff of the Assistant Director 
for Telecommunications, Mr. William A. Porter, and am Chairman 
of the Interdepartment Radio Advisory Committee frequently re- 
ferred to as the IRAC. 

Mr. Tuomas. Now many people are on the staff there? 

Mr. PiumMer. Three engineers at the moment. 

Mr. Tuomas. How many more besides the engineers? 

Mr. Four girls. 

Mr. Tuomas. A total of 7 people including Mr. Porter, or does that 
make 8? 

Mr. PuumMmer. Eight, including Mr. Porter. 

The IRAC was organized in 1922 upon invitation of the Honorable 
Herbert Hoover, then Secretary of Commerce, to assist and advise in 
carrying out the President's responsibilities under the Radio Act of 
1912. Since that time it has handled the details of assigning radio 
frequencies to Government departments and agencies and has main- 
tained the basic records of such assignments, summarizing those 
records, periodically, in Executive orders. At present the IRAC 
includes representatives of nine Government departments which are 
major users of radio frequencies or which have a substantial interest 
in United States telecommunication. 

Under the direction of the Office of Defense Mobilization the IRAC 
carries out the authority vested in the President by section 305 of the 
Communications Act of 1934, as amended. It is responsible for: (1) 
The formulation and recommendation of policies, plans, and actions 
in connection with the management and use of radio frequencies 
assigned to Government agencies; (2) the supervision of the appli- 
cation and execution of such approved policies, plans and actions 
pertaining to radio-frequency usage and management; and (3) for 
authorizing, subject to the approval of the Office of Defense Mobili- 
zation, interim or temporary operations using radio frequencies pend- 
ing the issuance of a new Executive order assigning radio frequencies 
to Government agencies. The Committee works closely with repre- 
sentatives of the Federal Communications Commission on problems 
of mutual interest. 

There was concluded in Geneva in December 1951, the Extraor- 
dinary Administrative Radio Conference agreement for bringing into 
force the Atlantic City table of frequency allocations. While progress 
in compliance with the agreement is voluntary, target dates were 
established for accomplishing the various steps necessary to bring the 
table into force and it is essential to the national interest that the 
United States efforts toward implementation of that agreement be 
continued as rapidly as practicable. Basically, the Atlantic City 
table provides exclusive bands of frequencies for the five basic services, 
that is, fixed, mobile, broadcasting, amateur, and radiolocation serv- 
ices. Itis a primary task of the IRAC, working jointly with the repre- 
sentative of the FCC, to bring about an orderly transition of United 
States radio operations to conform with the Atlantic City table. 
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The frequency e monitoring program under discussion sets forth 
10 purposes for which the additional radio-monitoring capability is to 
be used. The IRAC has a substantial interest in 7 of those 10 pur- 
poses, all except the third, fifth, and sixth, and considers the fulfillment 
of those 7 purposes essential to the accomplishment of its mission and 
in particular to the carrying out of United States international treaty 
obligations. 

Mr. Hyper. Mr. Chairman, I would like to present my own state- 
ment at this point. 

Mr. Puitires. You may proceed. 


GENERAL STATEMENT OF ROSEL H. HYDE, CHAIRMAN OF THE FEDERAL 
COMMUNICATIONS COMMISSION 


Mr. Hype. As I indicated earlier this afternoon, the Commission, 
at the request of the National Security Council and in cooperation 
with the Office of Defense Mobilization, for reasons which have just 
been given by Mr. Porter, presents to your committee a supplemental 
budget request for an expanded monitoring program in the amount 
of $950,000. This is separate and distinct from the Commission’s 
regular appropriation request for monitoring activities. 

he Commission and its predecessor agencies have operated radio 
monitoring stations in the performance of their regulatory functions 
for the past 25 years. These monitoring activities have provided the 
Commission with an effective means of regulating the operations of 
its licensees by determining the identity of individual stations, and 
by checking the accuracy of their transmitting frequencies, their per- 
centages of modulation, their bandwidths of emission and other tech- 
nical factors. In this manner these monitoring stations, whose serv- 
ices are also employed from time to time by other civil and military 
agencies of the Government for similar purposes, assist in keeping the 
airways free of interference and otherwise insure the use of the radio 
spectrum in the public interest. 

At the peak of its expansion during the recent war, the Commis- 
sion’s monitoring network comprised 108 stations. At the present 
time we operate 18 stations, of which 15 are in the continental United 
States, 2 are in Alaska and 1 in Hawaii. It is expected that this 
monitoring organization will employ 144.8 man-years during the eur- 
rent fiscal year, and our regular budget for fiscal 1955 requests an 
average employment of 143 positions to provide for our normal mon- 
itoring activities during that period. 

The Commission’s monitoring organization provides a framework 
which can be expanded readily in order to actomplish the objectives 
outlined by Mr. Porter. Under the terms of the proposal made herein, 
the Commission would add 144 employees, most of whom would be 
technicians. These employees would be assigned, in groups of 18 
each, to 5 existing monitoring stations in the United States, 1 in 
Alaska, 1 in Hawaii, and 1 to a third territorial station to be reacti- 
vated in San Juan, P. R. 

In addition to trained specialists required in a program of this 
nature, special all-purpose antennas would have to be erected at 
each of the eight stations to be included in this program. Also, 
individual monitoring positions would be set up within space to be 
assigned for this purpose apart from our regular monitoring operations. 
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At each such position, special receiving equipment would be in con- 
tinuous operation, supplemented by additional apparatus required in 
such a program, such as, signal analyzers, recording equipment, 
anoramic viewers, and simple frequency measuring equipment. 
erever possible, this operation would be additionally augmented 
through the use of such specialized apparatus as the Commission’s 
Adcock direction finders. By thus integrating operations, it is antici- 
pated that a cooperative arrangement could be worked out within 
the Commission’s monitoring system to provide for an effective 
overall monitoring surveillance and frequency usage program without 
of facilities. 
he Commission would provide the training for these new em- 
plovees. Supervision of this staff and direction of activities at each 
of these stations would be under the present engineer in charge who 
would absorb these additional duties. In the case of the reactivated 
station at San Juan, supervisory personnel would be transferred from 
the field organization. It may be expected that performance would 
improve rapidly both as to the quantity and quality of the work 
performed, and that by the end of 6 months of training, reasonably 
full production would be obtained. 
I am pleased to advise this committee that all members of the 
Commission join with me in strongly urging your favorable consider- 
ation of the $950,000 requested for this program. 


INTERDEPARTMENT RADIO ADVISORY COMMITTEE 


Mr. Puitures. Mr. Plummer, I had several notes here and you 


partially answered one of them. That was what is the IRAC, as you 
call it. When was it you said it was created? 

Mr. PiumMMeEr. 1922. 

Mr. Puutures. In your statement you gave the reasons for its being 
in existence. 

Let me ask about the money for it. Can you give me its budget 
for the last 3 or 4 years and its requested budget for next year? Of 
whom do you request the budget? Do you get an authorization for 
a certain amount of money? 

Mr. Puummer. There have been various systems employed. Prior 
to about 1951, I believe it was, more recent years, at least, it was in- 
cluded within the budget of the Federal Communications Commission. 
It was between forty and fifty thousand dollars. To the best of my 
knowledge it did not include normal service charges such as supplies, 
messenger service, equipment, and so on, servicing the .01 funds. 

Mr. In 1951? 

Mr. Piummer. In 1951 we found that the IRAC records, fre- 
quency assignments, basic record of doing business, had been main- 
tained on a manual card system but had not been published since 
1944. If anyone wanted to use it they had to go to the IRAC rooms, 
search through the records. Meanwhile each Government agency 
had to go to the expense of maintaining records it might need. The 
latest Reale order at that time was 1942. We went to the 
Department of Defense in particular and got $30,000, I think it was, 
$29,270, something like that, to start an IBM machine system of 
keeping records within IRAC. We made progress that year. 
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The following year it was decided with the President that the 
interested Government agencies would be called together. We would 
apportion their share of the cost of operating the IRAC and they 
would transfer that sum of money. That was done and amounted 
to some one hundred and sixty or one hundred and seventy thousand 
dollars total, including some $40,000 from the Federal Communica- 
tions Commission. 

Mr. Putuures. You were taken out of the FCC. Who approves 
your budget from 1951 on? Who has been checking on that? 

Mr. Piummer. Part was in the FCC. The other was done through 
the Bureau of the Budget at the President’s direction. 

Mr. Paituires. How about funds? 

Mr. Piummer. Funds were transferred in part from interested 
Government agencies at the direction of the President. 

Mr. Puiuurps. Will you give me, beginning with 1951 when you 
seem to be on a new system, the amount of the budget for each year 
including your request for 1955 and the sources from which that 
money is to be derived? The FCC had in its budget $5,600 for next 
year which has been removed from the budget with a statement that 
that is coming from some other source. What other source? 

(The information referred to will be printed in connection with the 
hearing of the Office of Defense Mobilization.) 

Mr. Piummer. To the best of my knowledge it is being included in 
the Office of Defense Mobilization request. 

a Puitures. Are you getting money from the Treasury Depart- 
ment 

Mr. Piummer. Not this year. 

Mr. Commerce? 

Mr. Piummer. Not this year. 

Mr. Patuires. FCC; no. Only Defense? 

Mr. PtumMer. From fiscal 1955 it would be from the Office of 
Defense Mobilization, no other agency. 

Mr. Putuirps. What is the total budget for the Telecommunication 
Planning Commission or Committee? ich is it? 

Mr. Piummer. It has no budget as such. 

Mr. Patuurpes. They are all people from other agencies? 

Mr. PLummer. Mr. Porter’s office furnishes two secretaries, secre- 
tarial service for the panel, planning committee. 

Mr. Puiuurps. They work without pay? I see no money here. 

Mr. Ptummer. Paid by ODM. Actual members of the committees 
and panels are members of other Government agencies and are paid 
by their own agency. 

Mr. Putiurps. What would vou say was the total cost of operating 
the TPC? 

Mr. Porter. I never attempted to break it down, sir. If you 
want to examine it from the standpoint of salaries paid by the respec- 
tive agencies to their members, I don’t know what their salaries are. 
I have named the members. They devote part-time work toward 
policy decisions on the work of panels reporting to the committee. 

Mr. Puituips. Do they meet regularly? Do they spend a half day 
out of the week? How often? 

Mr. Porter. They do not meet regularly. We have a work pro- 
gram which is being carried on by working panels consisting of 
representatives of the various agencies. When their work comes to a 
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state of accomplishment, which is sufficient to be passed upon by the 
Telecommunications Planning Board, we call a meeting and that Board 
passes upon it. 

Mr. Puruips. Mr. Porter, we have a system here which we apply 
to the members of commissions which come regularly before us—a 
custom rather than system—and we will apply it to you. We like 
to know a little of the people’s backgrounds who come before us. Will 
you tell us what you did before you went with ODM? 


BACKGROUND OF WILLIAM A. PORTER, OFFICE OF DEFENSE MOBILIZATION 


Mr. Porter. Yes, sir. I was admitted to the bar in the District 
of Columbia in 1930. From that time until September 8, 1953, I 
practiced law continuously in Washington, D. C., with the exception 
of the years 1942 through 1945 when i was a commissioned officer in 
the Navy. I specialized in radio and communication practice through- 
out all of those years. My experience in the Navy was in the field of 
electronics. 

I am a member of the American Bar Association, District of Colum- 
bia Bar Association. I am a member and past president of the 
Federal Communications Bar Association. At one time I was secre- 
tary of that association. 

As Mr. Hyde can tell you, I have appeared before his body on a 
number of occasions representing clients who were interested in 
telecommunications, particularly radio. 

Mr. Putuurps. It looks like you are successful in appearing before 
him this time. 

Mr. Porter. This is one of the few occasions since my acceptance 
of this office that we now appear together, somewhat more frequently 
when we have mutual problems. The Federal Communications 
Commission has cooperated with us 100 percent in problems of mutual 
interest which we have. 

Mr. Yates. I don’t know whether to get back to this question of 
why they need it or nat. 

- We were examining the spectrum when Mr. Kalijarvi had to leave. 
You were telling us why we needed this appropriation in terms of 
finding additional portions of the spectrum for usages. 


QUESTION OF PRIVATE INDUSTRY DOING WORK 


Why shouldn’t private industry look for these pieces of spectrum? 
Wouldn’t it be to their advantage to find them? 

Mr. Hype. Private communications companies are interested 
but no one of them is organized or in position to do the comprehensive 
job that is required here. 

Mr. Yares. What you have just testified to is only one part of the 
job which has to be done. Is that correct? 

Mr. Hype. The interest of one carrier would not cause them to do 
as extensive a job as would be required for us in taking care of the 
interest of all the carriers and the Government users. 

Mr. Yates. If you find additional parts of the spectrum what will 
you do with it? Will you then allocate it to carriers? Are you doing | 
this in behalf of industry? 

Mr. Hype. We are doing this in behalf of Government agencies, 
and industry, and in general in behalf of the United States as a whole 
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Congressman Yates, I believe it would help a lot if you would permit 
me to have Mr. MelIntosh tell. you how this system operates. I 
will ask him to be brief. 

Mr. Yares. Before you have Mr. McIntosh may I ask General 
Corput a question? 

Is not the Department of Defense now monitoring Russian broad- 
casts and Red Chinese broadcasts and broadcasts from other countries? 

General Corrur. That is monitormg to determine the message con- 
tent, Mr. Yates. 

Mr. Yares. That is one of the purposes of this, is it not? 

General Corputr. No. This is to determine spectrum utilization. 
That monitoring will pick out a station carrying the type of informa- 
tion we are interested in and we listen to that station “X”’ hours a 
day and copy down what he says. It requires a different type of 
equipment than would be used and a different type of technique than 
in this monitoring operation Mr. Hyde is talking about. 

Mr. Yares. Let us listen to Mr. MeIntosh. 


NECESSITY FOR ENLARGED MONITORING PROGRAM 


Mr. Hype. I will ask Mr. McIntosh to tell the Committee how the 
allocation of frequencies to stations is accomplished, and why it is 
necessary to have monitoring for that purpose. 

Mr. McInvosu. If I can respond to the line of questioning the 
Congressman has been pursuing, I believe first that General Corput 
has said this is not message content. 

Mr. Yares. You are sweeping the spectrum looking for vacancies, 
are vou not? 

Mr. McIwnrosu. Yes. I would like to get right to the questions 
that you have been asking. 

Mr. Yares. All right. 


USE OF THE RADIO SPECTRUM 


Mr. McInrosu. We are talking only about’one part of the radio 
spectrum; just the long-distance part. 

Mr. Yates. About how many kilocycles is this? 

Mr. McIntosu. Roughly, from 4000 to 25,000 kilocycles. 

Mr. Yates. You want $1 million to sweep that part of the 
spectrum? 

Mr. McInrosu. Yes, for various purposes, one purpose being the 


specialized purpose you have been asking Chairman Hyde about. 

In this long distance part it is subdivided into different kinds of 
bands, roughly five. One part is for the radio amateur service. 
These problems that you have been talking about here in this question- 
ing do not arise in the case of the amateur bands. The job there is 
to keep amateur stations inside those bands. They are partly self- 
policing. There has to be a certain amount of policing. That is 
done under the normal Federal Communications’ budget about which 
we talked this morning. That type of thing would not have any 
re and would not enter into this effort here. That is 1 of 

e 5. 

The second use is air-ground communication between aircraft and 
ground stations. 

The third is between ships and coast stations. 
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The fourth is high frequency, or shortwave, broadcasting of the 
type the USIS has been talking about—the Voice of America, and the 
propaganda stations of other countries. 

The fifth and last, and the one which by treaty has the majority of 
the spectrum space, roughly 60 pereent, is the point-to-point or fixed 
service; for example, circuits between New York and London open to 
public correspondence and regulated by the Federal Communications 
Commission. Similarly, circuits of the Defeuse Department between 
continental United States and United States military establishments 
in other parts of the world that are tied into our defense effort. 

I believe your questioning is most concerned with that last category, 
point-to-point. It is doubly significant. 

First it has most of the spectrum space, so that makes it important 
by itself. Second, it represents the vital arteries of communication 
for the United States, both for public correspondence and the military, 
as well as the Civil Aeronautics Administration and other agencies of 
the Government. It is the type of communication service, | believe, 
that is highlighted in section 1 of the Communications Act. It is the 
means by which you and I can send telegrams to other countries. 
We can have telephone calls with people in London. It is the means 
by which our military maintains practically instantaneous communi- 
cation with our overseas bases. 

Now, that feature of the service is in trouble. 

Mr. Yarres. Why? 

Mr. MclInrosn. Because the amount of spectrum space in which 
it is required to operate by treaty was reduced at the Atlantic City 
Conference in 1947. That reduction in space was necessary in order 
to provide more space for such services as the air-to-ground and a cer- 
tain small increase for broadcasting. 

The fact that it is reduced is, perhaps, unfortunate, but it is a fact. 

Now, in face of that reduction in the postwar years, there has been 
an expansion in the requirements for uses of frequencies in that service 
so that the problem becomes very complicated. 

Mr. Yarss. Are we using that space together with other countries? 

Mr. McInrosn. We and all other countries are using those point-to- 
point bands, and those bands are assigned for point-to-point use for 
the use of all countries, but the rights of any particular station to use 
a particular frequency—and that is what we call an assignment as dis- 
tinguished from an allocation of bands—those rights have to be estab- 
lished by notification to the International Board, showing the exact 
frequency, the type of use, how wide the emission is, what other part 
of the world we will communicate with, and so forth. 

Now, on paper, those bands are fully occupied and fully saturated. 


MONITORING BY PRIVATE INDUSTRY 


As to companies: Our larger companies, such as RCAC, they have 
their own monitoring system and have had for many years. 

Mr. Yates. The type that you request in this appropriation? 

Mr. MclIntosn. No, sir. They have operated a few monitoring 
stations, partly to give them general knowledge, but more specifically 
in order that they could pick out new frequencies for which they 
could apply to the Fodera! Communications Commission and get a 
license upon. 
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However, the effectiveness and the usefulness of such company 
monitoring stations has become progressively less, so that within the 
past 2 years it has been necessary for the Federal Communications 
Commission to augment and collaborate and supplement the efforts 
of the companies to find frequencies. 

The means by which they searched the spectrum and found fre- 
quencies in the past is no longer effective. The spectrum is so satu- 
rated, first on paper, and second in actual use, we no longer find a 
frequency as such. We find little bits and pieces of frequencies. We 
find 3 hours, from 6 to 9 p. m., for example, during which one fre- 
quency can be used from Puerto Rico to New York. If the require- 
ment is to be on all night, we have to have some other frequency for 
the rest of the night. 

Mr. Yares. Is there a question of interference involved? 

Mr. MclInrosu. Yes. It is essentially a question of first come, 
first served. Once we select a frequency and start to use it, against 
anyone else who comes up later and causes interference to our use, 
we have priority. The later comer would have to adjust. 

Mr. Yares. Is there a question of the necessity for a new and better 
type of equipment in order to use frequencies that vou may discover? 

Mr. McInrosn. Would you restate that? 

Mr. Yates. As of now you have equipment that is capable of using 
only a certain number of eveles. Suppose that vou find an opening 
as the result of your sweeping this band. Can existing equipment 
use that? 

Mr. McInrosu. You are speaking of the transmitting equipment? 

Mr. Yes. 

Mr. McInvrosn. There is no equipment problem. 

Mr. Yates. Without interfering with other frequencies? 

Mr. McInrosu. Yes. There is no problem of the transmitting and 
receiving equipment used by radio stations talking to each other. 
The problem is to find little pieces of the se not now being used. 

Mr. Yares. And which could be used by them? 

Mr. McInrosu. That is right. Our requirements for communica- 
tion are so great that they far exceed all these little holes that we may 
be able to find. It is not a question if we find a hole who is going to 
get it. We already have the requirements for the communication. 

Mr. Yares. Thank you, Mr. McIntosh, for that explanation. 

Mr. Jonas. I understand the principal objective of this new pro- 
gram is to discover unused and available space on this spectrum we 
might preempt by jumping in there and beginning to use it; is that 
correct? 

Mr. Hype. I would say that was the principal use. Many of 
these other points that Mr. Porter mentioned are related to that. 

Mr. Jonas. That is the fundamental or principal objective that we 
have in mind? 


Mr. Hype. That is right. 


MONITORING STATIONS 


Mr. Jonas. You have proposed to reactivate a station, a field 
station that you formerly used at Puerto Rico, and to expand seven 
others? 

Mr. Hype. That is right. 


479 


Mr. Jonas. One is located in Hawaii and one in Alaska and the 
others in continental United States? 

Mr. Hype. Yes. 

Mr. Jonas. The concentration of five in the United States is rather 
heavy, is it not? 

Mr. Hype. The distribution of these monitoring spots was worked 
out by experts, and they took into consideration the facilities available 
and whether or not a given point would be an advantage point for 
observation. The Puerto Rican station, for instance, is away out to 
the southeast and it is critical for strategic reasons. 

Mr. Jonas. Do I understand from what you are now saying that a 
station in Puerto Rico is effective in that area and would not be ef- 
fective in the area that would be served by a station in Hawaii? 

Mr. Hype. That is correct. 

Mr. Jonas. You try to cover as much of the globe as possible? 

Mr. Hype. We do, and information from each one of these spots 
will be funneled into a central place where it can be analyzed and its 
significance ascertained. 


BRITISH MONITORING PROGRAM 


Mr. Jonas. Where does England have monitoring stations? 

Mr. Hyper. I am going to ask Mr. Turner if he can give us an indica- 
tion of the areas where they monitor. 

Mr. Turner. The information that our chairman has given you is 
generally correct. I had the opportunity of inspecting two British 
monitoring stations this fall when I was in attendance at a conference 
in London. I saw the equipment they were using for this particular 
program at that time in operation. I do know that they are pursuing 
very diligently such a program in the British Isles. 1 do understand 
from talking to their engineers in regard to this particular program 
that in the main this information they are obtaining is obtained as a 
result of those stations in the British Isles alone. I do not believe 
they are depending on Canada, Australia, or any of the other members 
of the British Commonwealth. 

Mr. Jonas. If they can do that from a concentrated spot such as 
the British Isles, why could we not do it with the facilities we have 
available to us? 

Mr. Turner. If I may continue: Their needs, spectrum-wise, are 
more limited than ours, in the first place. The nation itself is smaller, 
as is their total population, and that means that their needs are less. 
They are also taking advantage of what they have available. This 
is all they have available. We in setting up this program will take 
advantage of what we have available. As our chairman has ad- 
vised you, we are looking at this program spectrum-wise, time-wise, 
and geographically-wise. 

Mr. Jonas. Have they discovered any unused spaces in recent 

ears? 
Mr. Turner. Yes. That was their particular objective. I saw 
some of the charts they were developing. 

Mr. Jonas. How many have they taken over for themselves in the 
last year in comparison with the number we have? I am speaking 
now of new spaces. 
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Mr. Turner. I would not be able to answer that. 

Mr. Jonas. Are they ahead of us, or have we been discovering new 
spaces with the equipment and installations that we have in place? 

Mr. TURNER. T reported this to the people that are concerned 
within our Commission when I returned in October, that is, that they 
are ahead of us in this particular program because they have a pro- 
gram of this sort in operation at the present time. 

Mr. Jonas. That is a question of judgment, whether they are 
ahead of us or not. I want you to document that in statements as 
to how many new spaces they have taken over for themselves during 
this last year as compared to us. 

Mr. Turner. May I illustrate that by saying I saw equipment 
they had developed particularly for this purpose. I was out at their 
laboratory, the large communication center they have for develop- 
ing equipment of this sort. I saw them undertaking engineering 
studies, and they have actually progressed much further than we to 
the extent we only have an equipment program on paper—— 

Mr. Jonas. Could you answer my question—Have they taken over 
for themselves during the last 12 months any spaces? 

Mr. Turner. I said previously I am sorry, I do not know. 

Mr. Jonas. You do not know, 

Mr. Turner. No, sir. 


RECENT ACQUISITIONS OF SPACES ON THE SPECTRUM 


Mr. Jonas. Do you know whether we have? Have we acquired 
any new spaces on this spectrum during the last year with the facilities 
that we have in place? 

Mr. Turner. May I refer to Mr. McIntosh? 

Mr. Hypz. We make notifications of new assignments from time to 
time and sometimes they do not work out. They run into interference 
and adjustments have to be made. 

Mr. Jonas. How many new ones have we acquired during recent 
months, or during the last year? 

Mr. Hype. I am going to ask Mr. McIntosh to give you some infor- 
mation on that question. I doubt if he can give you an exact count. 

Mr. McInrosu. I would say that we have been finding approxi- 
mately 5 frequency assignments per month for the past 6 or 8 months. 
Those frequency assignments, however, are inferior in quality and 
usability to our older assignments, 

Mr. Jonas. Do you know how many England has? 

Mr. MclIntosh. We could not give the figures. 

Mr. Yates. Do they not have to register their findings? 

Mr. Mcinrosu. Yes. 

Mr. Yartxs. Do you not keep up with their registrations? 

Mr. McIntosx. The International Board is many months behind 
in publishing the notifications it receives; therefore, the latest data 
we have from the International Board is about a year old. 

Mr. Jonas. Which nation is registering more new discoveries? 

Mr. MclIntosu. I would say probably the United States, but I 
would emphasize that our requirements are far greater than those of 
any other country. 

he Jonas. Do you contemplate continuing this program indefi- 
nitely? 
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Mr. Hypa. It is designed as a continuing program. We put the 
emphasis here on discovering additional circuits. 


PROBLEM OF BRINGING CIRCUITS INTO PROPER BAND 


There is another problem and a very serious one of bringing into 
the band certain circuits which are out of band in the sense that 
they are not operating where the Atlantic City Convention would 
require they be. In Mr. MelIntosh’s division he is facing a very 
formidable problem of finding a proper place for many circuits not 
now operating in accordance with the world plan. 


COMPLIANCE OF IRON CURTAIN COUNTRIES WITH ATLANTIC CITY TREATY 


Mr. Jonas. Do the countries behind the Iron Curtain.respect this 
Atlantic City arrangement? Are they complying with it strictly? 

Mr. Turner. I am going to ask Mr. McIntosh to answer that. 

Mr. McInrosn. The U. S. S. R. and the Iron Curtain countries 
are parties to the Atlantic City Treaty. They are not parties to this 
1951 agreement as to how they shall be implemented. In other words, 
they are not signatories, and we have gone along without them on the 
actual implementation. 

Mr. Jonas. There is no penalty provided in the treaty for non- 
compliance? 

Mr. Hyper. There is no penalty in the sense of forfeiture. 

Mr. Yates. What do you do if there is poaching on your band? 

Mr. Hype. You protest it. : 

Mr. Yates. You protest it to whom? 

Mr. Hype. The ITU. Is that not right, Mr. McIntosh? 

Mr. McInrosu. That is right. 

Mr. Hype. The International Telecommunication Union. When 
you do that a most important factor is, of course, evidence of prior 
usage. 

r. Jonas. Are we doing any long-distance monitoring at all now? 

Mr. Hype. We are not doing a monitoring job as contemplated 
here, which involves the maintenance of a watch over the critical 

arts. We do some monitoring from time to time as problems arise. 

he Commission’s monitoring system has been called into operation 
in a number of instances to find frequencies as required in Mr. MeIn- 
tosh’s shop. When they do that, they have to drop our regular en- 
forcement work, and it is a service that they cannot maintain with 
present facilities. 

Mr. Jonas. Mr. Chairman, I want to ask Mr. Hyde some questions 
about some of these actual spending programs. 

Mr. Puitures. Let me say that | imagine we have complete state- 
ments from these gentlemen who came in for that purpose, and we 
have therefore an idea of what you are asking for. Now we come to 
the point in which the committee is most interested—how much 
money you really need—should it be $950,000 or $750,000? 

(Discussion off the record.) 

Mr. Jonas. There is another question I would like to ask Mr. Hyde. 

The spectrum about which we have been talking is not like the 
face of a clock, divided off into so many hours and minutes. If it 
were, you would not have to have to monitor but one time to find 
out how many stations. 
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Mr. Hyper. That is right. It is like one of the experts testified. 
You not only have to know what is going on at a given time, but you 
have to know what is going on at a given time at several places, and 
at various places on the spectrum. 


TRANSPORTATION OF THINGS 


Mr. Jonas. I would like to ask a question concerning page 22 of 
your amended justifications. 

I see that you plan to spend $93,600 for moving dependents and 
household effects to Alaska, Hawaii, and Puerto Rico. That is the 
point that I was on this morning. 

Mr. Hyper. Yes. I think that Mr. Turner stated that it was im- 
possible to obtain the technicians that he needs at those localities, 

Mr. Jonas. Has he explored the situation there? 

Mr. Hype. We have not undertaken a recruiting program there, but 
he knows from experience of the past in trying to get a staff for the 
monitoring we have been doing in Alaska and that which we formerly 
did " Saag Rico, what the difficulties he could reasonably expect 
would be. 

Mr. Jonas. Well, 54 employees at $1,400 each. Then there is 
$75,600 for dependents and household effects. If you could find 
satisfactory personnel in Alaska, Hawaii, and Puerto Rico, that would 
amount to a substantial saving. 

Mr. Hype. It would, and if the Commission can find a less costly 
way of carrying out any part of this program, you can expect we will 
use it. 

Mr. Jonas. That is only a part of it. There is $22,000 provided 
for on page 21 for employees. This $75,000 is for dependents and 
household goods. You might or might not use all of that money in 
a year. 

fr. Hype. If we can man those posts without having to transport 
people, we will certainly do it that way. 

Mr. Puiurrs. Mr. Jonas is asking about personnel. I say to him, 
this is in effect just a fairly educated guess. If you do not get the 
people until 2 weeks after you anticipate getting them, you have not 
spent the money? 

Mr. That is correct. 

Mr. Puiuurrs. Most of this will be an estimate? 

Mr. Hype. It has been prepared that way. J must say in making 
our estimate we have taken into consideration the experience we 
have had in recruiting personnel in the past. We at one time had a 
monitoring service of 108 stations during the war. 


PUERTO RICO FIELD STATION 


Mr. Jonas. If you had a station in Puerto Rico, why do you have 
to spend $38,000 buying additional land? 

Ne Hyper. I have talked of that as reactivating a station. Actually 
it was abandoned. 

Mr. Jonas. You do not own any land there? 

Mr. Hype. We do not own any land there now. 

Mr. Jonas. What happened to the land we formerly owned? 

Mr. Hype. I will have to get Commissioner Sterling or Mr. Turner 
to answer that. 
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Mr. Sreruine. The first was property on a loan basis. Then the 
United States established a housing project down there known as 
the Eleanor Roosevelt housing project that took it away from us. 
Then we tried different places and have never been successful any- 
where. As the budget was reduced it was necessary to close up. 

Mr. Jonas. Have you checked to see if the Government owns any 
land there? 

Mr. Hyper. Yes; we have. We have made a preliminary investi- 
gation in Puerto Rico. There is one site that would probably be 
available, but we do not find it suitable to the project. It has a 
stream of water running through it. It has conditions about it that 
would tend to lessen its usefulness as a location. We believe that it 
would be prudent to acquire a different spot. 

Mr. Putuurps. Is it at Hawaii or Puerto Rico where you are asking 
for a site? 

Mr. Hyps. We are not asking for a site in Hawaii. 

Mr. Patuures. That must be the Navy. They have asked for land 
belonging to the American Battle Monuments Commission on the 
slope of a cemetery, which would seem an inappropriate place to put 
it because the first bomb would be right there. 

Mr. Jonas. How many acres do you contemplate acquiring in 
Puerto Rico for $38,000? 

Mr. Turner. I believe that we have in mind 40 acres of land in 
Puerto Rico. 

Mr. Jonas. About $1,000 an acre. That is what you are going to 
spend in Alaska, $20,000 for 20 acres. 

Mr. Turner. The flatland we need for monitoring stations and 
direction-finding purposes, in order to make these long-range di- 
rectional finders effective with regard to accuracy, is land that is 
used for agricultural purposes, and because agricultural land is 
limited in Puerto Rico, the cost per acre is quite high. 

Mr. Jonas. Do you mean that that is normal, $1,000 an acre? 
Is land selling for that generally? : 

Mr. Turner. This is land and the huildings. 

Mr. Jonas. The building you plan to erect upon it? 

Mr. Turner. That is included inthe figure. We are contemplating 
purchasing a building and the ground that would be suitable i this 
particular purpose. 

Mr. Jonas. When we discontinued operations, we closed every- 
thing and pulled out? 

Mr. Turner. We did not own any land in Puerto Rico. We only 
rented it. 

Mr. Jonas. What sort of building does this contemplate? 

Mr. Turner. It would be a building that would not be pretentious 
because that would not be necessary. It would be in the nature of a 
workshop. There would be no living quarters provided. The 
men would have to provide their own housing in the nearest 
residential community. 


SUPPLIES AND MATERIALS 


Mr. Jonas. Why would you have to stock up each of the offices 
with $2,700 worth of upp? I can see why you would need to 


do that in Puerto Rico, but if you are merely expanding operations 
in the other seven, do they not already have a supply of pens and ink? 
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Mr. Turner. Not for this particular program. For example, one 
item is tape for the tape recorders. Then there would be wire for 
the antennas, vacuum tubes for the receivers, and so forth. 

Mr. Jonas. That is all in addition to the office supplies. I am 
nme | only of the office supplies, on page 25. 

Mr. Turner. With regard to the office supplies, that would be a 
relatively small part of the whole. 

These other items that I am talking about under supplies would 
be more expensive than paper, pencils, and so forth. It would be 
vacuum tubes, which are more expensive than pencils and paper. 
We = it all — because that is the normal way to budget it. 

Mr. Yares. I thought that you used transistors now instead of 
vacuum tubes. 

Mr. Turner. They are quite expensive. 

Mr. Yates. More expensive than vacuum tubes? 

Mr. Turner. Very much so. 

Mr. Puitirps. You were going to tell us why you have such a 
marked increase in accounts 07, 08, and 09. You want an additional 
$166,000 for account 07 and $156,000 for account 09. Have you 
covered that with your preceding statement? 

Mr. Turner. I would like to take them in the order that you have 
given them to us, account 07, to start with, which is in the amount of 
$166,400. 

Mr. Puriuures. For contractual services. 


CONTRACTUAL SERVICES 


Mr. Turner. The major item we are concerned with here is 
pra for personal services for the analysis unit which is depart- 
mental. 

Mr. Putiurrs. The committee understands that is not a total of 
$166,000 but an increase of $166,000. 

Mr. Turner. That is right. 

Mr. Puiiuips. That applies only to this new service? 

Mr. Turner. That is correct, sir. 

The largest item of that $166,000, as I say, is funds to establish the 
rg oer unit consisting of 29 people for Washington, to be set up here 
in Washington at a cost of $75,000. 

Mr. Puiuurrs. Why is that contractual then? 

Mr. Turner. It is considered by the committee that has studied 
this entire program that the final analysis of all the work done in the 
field ought to be in the hands of a disinterested third party. We have 
the Commission, on the one hand, concerned with non-Government 
licenses, and the Government agencies on the other hand, both inter- 
ested in developing frequencies. The final decision, I do not believe, 
has been made as yet. This is something that Mr. Porter can discuss 
witb regard to where this group will be, but it is because it will not be 
in the Federal Communications, as we understand it, that we have 
to justify it; and it is in our request to you, that it be put under account 
07 which is “Contractual services.’’ Then the Commission may 
contract to have some group take care of this particular assignment, 
and the money will in turn be transferred to them. 

Mr. Pariurps. How much of the $166,000 have you accounted for? 

Mr. Turner. Seventy-five thousand dollars. 
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Mr. Putuurps. What is the rest for? 

Mr. Turner. The next largest item is $50,000, and that is for the 
purpose of installing antenna facilities at each station. 

Mr. Purirurps. Mr. Jonas has already asked you about the increase 
of $26,000 for supplies and materials, and you have answered that. 


EQUIPMENT 


What is your increase in account 09, $158,000? Is that equipment 
to be sent out from here? 

Mr. Turner. Yes. That is to take care of setting up an analysis 
unit here in Washington at a cost of $10,000, and a total of $15,600 
for each station, which is in the main receiving equipment, technical 
equipment, panoramic viewers, automatic equipment, and so forth. 

That will be new equipment because we do not have existing equip- 
ment available to set up these positions—3 positions for each of the 8 
monitoring stations which is what this program contemplates. 

Mr. Yares. Is this questioning limited solely to the gray book, or 
may I continue the questioning I began this morning of the Chairman 
of the Commission? 

Mr. Patuuips. It is an open field. 

Mr. Yarers. I am not going to ask any more questions now with 
reference to this project of Mr. Porter and the gentleman from IRAC. 


CONTRACTUAL SERVICES 


Mr. Puituips. With regard to this $75,000 that you are going to 
spend for contract services, you are hiring somebody for $75,000 to 
do what seems to me like making decisions regarding frequencies that 
you are supposed to do under the law. 

Mr. Porter. It is contemplated that the program and the material 
that flows from it, insofar as the Government’s use of it is concerned, 
will be under the direction of the Office of Defense Mobilization. 
That is true because the Office of Defense Mobilization itself is not 
a user of frequencies. It has been established, at least in the Tele- 
communications Branch, which I head, as a focal point within Govern- 
ment to aid and assist and coordinate the activities in this field. 

Mr. Puruurres. Why this emphasis upon disinterested parties? 
Who should be any more interested than a Federal agency created 
by a. Congress to handle such matters? Are you an interested 
agency 

Mr. Porter. We are not interested from the standpoint of use of 
frequencies. We are interested from the standpoint of being of 
service to the Government agencies in analyzing the flow from this 
monitoring effort, to direct the activities into certain areas that are 
essential to the activities of the Government as a whole. 

Mr. PHILutps. a we ought to take $75,000 off of your regular 
budget and give it to the ODM. 

Mr. Hype. I understand the point that you are making there. 
You are asking if we consider ourselves as the user, and therefore are 
not as objective as we ought to be. I would say this, it is the Com- 
mission’s responsibility to perform its functions in a way that will 
serve the public interest in the broadest sense, and that is what we 
would un setae to do. I do not think of our agency as not being 
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independent and objective. However, as in this coordinated plan, 
the group as a whole felt that since the Federal Communications 
Commission represents the non-Government users, and you have the 
Government users each represented in their own departments, that the 
Office of Defense Mobilization, which has the function of coordinating 
the Government telecommunication policy, might very well supervise 
this analysis job. I must say that our interest is to get the job done. 
If that is the way that it can be worked out, I support it. 


STATUTORY QUALIFICATIONS OF MEMBERS OF THE FCC 


Mr. Yarus. This morning the chairman, Mr. Phillips, asked the 
Chairman of the Commission to itemize the qualifications of the 
members of the Commission, or the new members of the Commission. 

I think section 4 (b) of the Communications Act makes certain 
requirements with respect to members of the Commission not owning 
a interest in certain companies. 

id the Commissioners file a statement they do not own any of 
the property prohibited by that section before they took office? 

Mr. Hyp. The Commission has not required a formal statement 
from them, but during my limited experience as chairman, I have 
called attention to that provision in law and in each instance of a 
new appointment and been assured the Commissioner had no such 
interest. 

Mr. Yates. There is no prohibition in here against members of 
the Commission from owning any sort of interest in a radio program, 
or a television program. May I assume that none of the Commis- 
sioners own any interest in any such program? 

Mr. Hyp». I am sure I would be aware of it if any of them were 
participating in any radio activities. IJ am satisfied that none is. 

Mr. Yates. Radio or television. 

Mr. Hype. Radio or television. There have been occasional ap- 
pearances, such as for the purpose of dedicating a noncommercial 
educational station as a public duty. 

Mr. Yares. I thought one of the new Commissioners was affiliated 
with a radio program for a while, and I wondered if he was still 
affiliated with it in any way. 

Mr. Hype. He is not. 

Mr. Yatrs. You know that as a matter of fact? 

Mr. I do. 

Mr. Yates. The act states that a Commissioner shall not engage 
in any other business, vocation or employment. This is true with 
respect to the Commissioners. They are not engaged in any other 
business, vocation or employment? 

Mr. Hyper. I am satisfied none is engaged in any other vocation, 
business or employment. I have not had occasion to ask that question 
of the most recently appointed Commissioner. I understand he is 
going to be here on his qualifications the first of the week, and I expect 
that he will be examined in some detail. 

Mr. Yates. The section further states: ‘‘Not more than four 
Commissioners shall be members of the same political party.” 

Who on the Commission are Republicans and Democrats? 

Mr. Hyper. The Republicans are Commissioner Sterling, of Maine; 
Commissioner Doerfer from Wisconsin; Commissioner Lee from Illi- 
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nois, but now a legal resident of the District of Columbia; and myself. 
I am a legal resident of the State of Idaho. 

Mr. Yates. The other three are Democrats? 

Mr. Hype. Two of the others are Democrats, Commissioner 
Bartley from Texas and Commissioner Hennock from New York. 
Commissioner Webster is a native of the District of Columbia. He 
was not permitted to have the franchise. He is not identified with 
—, party. He is classified as an independent. 

r. Puiuutps. Mr. Sterling and Mr. Hyde are both career employees 
of the Commission. 

Mr. Hyper. Thank you. I am rather proud of that. I am sure 
that Mr. Sterlin: 

Mr. Yarss. about Chairman Hyde’s qualifications. I have 
been impressed. I just wonder if the Commissioner would put a 
statement of the qualifications of all the Commissioners in the record 
just to show what their experience has been in this field. 

Mr. Hype. We will be pleased to do that. I would like to mention 
now, since I mentioned the other Commissioners, that Commissioner 
Webster has had a long career in communications in the Coast Guard 
and in the Communications Commission. 

Mr. Yates. That is the type of information I think should go into 
the record. 

Mr. Pururrs. I think it is a good suggestion. Mr. Sterling is an 
old ham. 

Mr. Hype. He is still a good ham. 

Mr. Yares. I think that the record shows that you were the first 
one. 

Mr. Sreruinc. No. There were many amateur operators before 
I became one in 1908. There were only 4 licensed in Maine when 
the law went into effect in 1912 and I was 1 of them. 

Mr. Yates. Would it be in keeping with the statements you have 
made for you to file for the record a statement that none of these 
Commissioners owns any of the interests that I have outlined? 

Mr. Hype. I will be pleased to supply that for the record. 

(The information requested above is as follows:) 


BIOGRAPHICAL SKETCH AND STATEMENT OF H. Hype, CHAIRMAN, FEDERAL 
CoMMUNICATIONS COMMISSION 


Rosel H. Hyde has been associated with the Federal Communications Commis- 
sion since its creation in 1934, and has served as a Commissioner since April 17, 
946. He was designated to be its Chairman by President Eisenhower on April 
18, 1953, for a period of 1 year. 
First a appointed to the Cotiniiesion | in 1946, Commissioner Hyde was renomi- 
nated and confirmed in 1952 for a 7-year term, from July 1 of that year. From 
March 6, 1952, until his appointment as Chairman, he had been Vice Chairman 
of the Commission. 

Chairman Hyde is a Republican and a legal resident of Bannock County, 
Idaho, where he was born April 12, 1900. He attended the Utah Agricultural 
College (1920-21) and George Washington University (1924-29). 

In 1924 he entered Government service, through competitive civil-service 
examination, as a member of the staff of the Civil Service Commission. He was 
on the staff of the Office of Public Buildings and Parks from 1925 to 1928. In 
the latter year he became an assistant attorney with the Federal Radio Commis- 
sion, and continued to serve with its successor, the Federal Communications 
Commission 


He has held legal positions of varying degrees of responsibility with the latter 
‘ob. 


Commission, beginning with that of assistant attorney and continuing progres- 
sively through those of associate attorney, attorney, attorney examiner, senior 
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attorney, principal attorney, Assistant General Counsel, and General Counsel. 
He occupied the latter position when first appointed to be a member of the 
Commission 

During his career in Federal regulation of electrical communication, he has 
participated in many hearings on individual cases, as well as in studies and pro- 
ceedings relating to the development of radio and the expansion of its services. 
These include the first general frequency allocation proceedings of the Federal 
Radio Commission in 1928, the frequency allocation Wsines conducted by the 
Federal Communications Commission in 1935, the network investigation of 1938, 
proceedings which resulted in the inauguration of regular FM and TV broad- 
easting in 1941, and the general TV proceedings of 1949-52 which contributed to 
further improvements and extension of television service. 

Chairman Hyde has also been identified with various international telecom- 
munications conferences. He was a member of the United States delegation to 
the Third Inter-American Telecommunications Conference at Rio de Janeiro in 
1945, and was Chairman of the United States delegation to the Third North 
American Regional Broadcasting Conference in 1949-50 which effected a new 
broadcasting agreement for that region. 

Chairman Hyde has no financiai or other interest in any broadeasting or 
communications company. 


Commissioner E. M. Werster, FeperaL COMMUNICATIONS COMMISSION 
(Commoporg, U. 8. Coast Guarp, Retirep) 


Commissioner E. M. Webster was born in Washington, D. C., on February 
28, 1889, and was educated in the local public schools. He entered the United 
States Coast Guard Academy May 7, 1909, and was graduated 3 years later 
(B. S. degree). As a commissioned officer, he served with the Coast Guard 
until he was retired from active duty in 1934 as a result of a physical disability 
incurred in line of duty, at which time he joined the engineering staff of the 
Federal Communications Comission, In 1938 he became assistant chief 
engineer, which position he held until recalled to active duty with the Coast 
Guard in 1942 as its chief communications officer. Upon his retirement from 
the Coast Guard in 1946 witb the rank of commodore, he served several months 
as Washington director of telecommunications of the National Federation of 
American Shipping. On April 10, 1947, he was appointed a member of the 
Federal Communications Commission to serve the last 2 years of the unexpired 
term of his predecessor. In July 1949 he was reappointed and confirmed for a 
full term of 7 years. Thus, except for a period of a few months, his entire career 
has been spent between the United States Coast Guard and the Federal Com- 
munications Commission, his tenure of Government service totaling more than 
44 years, all in connection with communication matters. 

As chief communications officer of the Coast Guard, prior to his retirement from 
active duty in 1934, he modernized and greatly expanded the communication 
activities and facilities of that service during the ‘‘war’”’ against ‘rum runners’”’ 
when an efficient communications system was the touchstone of successful opera- 
tions. From virtually no system at all, he established strategically placed shore 
radio stations, developed appropriate shipboard radio apparatus, extended the 
Coast Guard coastal telephone and telegraph lines, welded it all into a system, 
and trained the communication personnel to operate it. His large-scale develop- 
ment and practical operation of radiotelephony for marine communications was 
so successful that it served later as the impetus for its extended use today in marine, 
aviation, and other fields. 

Since World War I, Commissioner Webster has worked closely with national 
and international telecommunications policy and planning groups, being one 
of the original members, in 1922, of the Interdepartment Radio Advisory Com- 
mittee, an advisory body composed of various Government representatives on 
whose recommendations the President assigns frequencies to Government stations. 
He was a member of the several national radio conferences held by the Secretary 
of Commerce between 1923 and 1925, during the time the regulation of radio was 
under the jurisdiction of that Department. He has assisted ‘the Department of 
State, the United States Coast Guard, and the Federal Communications Com- 
mission in the preparation of data and proposals for many international conferences 
relating to various phases of telecommunications, with special emphasis being 
placed on overall communication policy, frequency allocation, safety eommunica- 
tions, and search and rescue in marine and aviation operations. In addition to 
taking a leading part in the deliberations and acting as a spokesman for the 
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United States in all such conferences, he has served as Chairman of the United 
States delegation on the last four. 

In 1933 he was appointed by the Secretary of Commerce to serve on an inter- 
departmental committee formed at the request of the President to make a study 
of the entire communication situation in the United States. The report sub- 
mitted to Congress by the committee became the basis for the legislation which 
created the Federal Sonmuntabionn Commission. 

In 1934, upon his retirement from active duty with the Coast Guard, he accepted 
a position with the Federal Communications Commission where, as assistant chief 
engineer, he administered in particular communications matters related to marine, 
aviation, experimental, point-to-point, emergency and amateur services, including 
operator qualifications and classification. 

Because of his special qualifications in maritime affairs, in 1935 he was appointed 
a member of a technical committee formed by the Senate Commerce Committee 
investigating the Morro Castle and Mohawk disasters. As a result of that investi- 
gation he prepared drafts of legislation which later became part II of title III of 
the Communications Act of 1934 and which placed in effect the radio provisions 
of the 1929 International Convention for the Safety of Life at Sea and brought 
up to date the application of radio to American shipping. 

Because of his long association with communication problems and his intimate 
knowledge of and experience with not only the Coast Guard problems but the 
entire military and commercial communication systems, he was recalled to active 
duty in 1942 to serve as chief communications officer for the Coast Guard. He 
successfully organized and expanded the United States marine safety and distress 
communication system by establishing along the entire coastline of the United 
States a radio and landline communications network which operated in conjunc- 
tion with coastal picket boats, beach patrol, and lookouts at a time when sub- 
marines were in close proximity to our shores. In addition, he controlled and 
supervised the operation of all Coast Guard and commercial radio stations in the 
United States which engaged in communications with ships at sea. This required 
the complete coordination of the nonmilitary communication facilities and the 
commercial communications of the country with those of the military. He also 
was responsible for collecting and evaluating certain emergency information 
through special facilities and personnel organized for this purpose. 

This work as above described resulted in further development of the Coast 
Guard communications system which he initiated in his former tour of duty as 
chief communications officer. For his accomplishments, he was awarded the Le- 
gion of Merit by the President ‘‘for exceptionally meritorious conduct in the per- 
formance of outstanding services to the Government of the United States as 
Chief, Communications Division, Office of Operations, United States Coast 
Guard, from June 1, 1942, to October 25, 1945.” 

During this war period, in addition to other war communication activities, he 
performed important work in connection with Government communication plan- 
ning and coordination of Government communication policies, with membership 
in the following groups: 

(a) Alternate Treasury Department representative on Board of War Communi- 
cations and assistant secretary on that Board. 

(b) Chairman, Radiocommunications Committee, Board of War Communica- 
tions. 

(c) Member, Telecommunications Coordinating Committee, which develops 
Government telecommunications policy. 

(d) Member, Radio Technical Commission for Aeronautics which includes 
Government and industry. 

(e) Member, frequency allocation and other committees of Joint and Combined 
Communications Board, of Joint Chiefs of Staff Agency. 

As a Commissioner, he has devoted his efforts to all communication problems 
faced by the Commission. However, because of his specialized experience and 
background, he has taken the lead in the furtherance of the application of radio 
to the many important nonbroadeasting uses so essential to our national economy 
and public welfare, such as industrial manufactures, public utilities, oil exploita- 
tion, transportation (railways, buses, taxicabs, etc.), marine, aviation, police, 
fire departments, etc. These are ever-expanding uses and the radio problems 
associated with them demand continuous leadership. 

Commissioner Webster has been delegated by the Commission as its repre- 
sentative in dealing with the Director of Telecommunications, Office of Defense ~ 
Mobilization who, among other things, assists and advises the President in 
matters relating to the assignment of radio frequencies to Government agencies 
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and to the coordination and development of telecommunication policies and 
standards applving to the executive branch of the Government. 

He is Vice Chairman of the Telecommunications Planning Committee which 
is composed of high level representatives of certain Government agencies and 
which functions under the Office of Defense Mobilization for the purpose of 
resolving important and urgent problems of mutual concern involving national 
and international security matters. This committee could be characterized as 
a medium for effecting coordination between the FCC and the President. 

He is also the Commission’s representative on the Telecommunications Coordi- 
nating Committee, a coordinating and advisory body on overall communication 
policy, comprised of high level members of War, evs, Treasury, State, and 
Commerce Departments, as well as the FCC, which, among other things, formu- 
lates United States positions to be taken at international conferences. 

He is Vice Chairman of the Radio Technical Commission for Marine Services, 
a cooperative body consisting of Government and non-Government interests 
dedicated to the advancement of telecommunications and electronics in the 
maritime services. 

He is a technical advisor on marine services to the Radio Technical Commission 
for Aeronautics, an organization for aviation interests comparable to the Radio 
Technical Commission for Marine Services. 

Commissioner Webster is a fellow of the Institute of Radio Engineers (director, 
1946), a member of the Propeller Club of the United States, the Engineers Club 
of Washington, D. C., the Veteran Wireless Operators Association, Military Order 
of the Loyal Legion, Military Order of the World Wars, American Veterans of 
World War II, Armed Forees Communications Association and Government 
member, Governing Board of the United States Power Squadrons. He was 
awarded the Marconi Memorial Medal by the Veteran Wireless Operators Asso- 
diation in 1950. 

He has no financial interests in the manufacture or sale of radio apparatus or 
apparatus for wire or radio communications. Moreover, he does not own stocks, 
bonds, or other securities of any corporation subject to any of the provisions of 
the act, nor is he in any way connected with any persons subject to any of the 
provisions of the act. 


BIOGRAPHICAL SKETCH 


Robert FE. Lee, 3147 Westover Drive SE., Washington, D. C., born in Chicago, 
Tll., March 31, 1912; attended prep school and DePaul University, College of 
Commerce and Law, Chicago, IIl.: did hotel accounting work in Chicago’ entered 
the Federal Bureau of Investigation on January 10, 1938, and served as special 
agent in Washington, D. C., Richmond, Va., Newark, N. J ., New York City, and 
Chicago, Ill. 

This work was primarily financial and required detailed examination of the 
accounts and records of all types of organizations in the enforcement of antitrust 
laws, National Bankruptcy Act, United States Court of Claims actions, etc. 
many occasions as an expert witness before Federal juries and 
Federal courts. ade many speeches on the work of the FBI before various 
civie organizations. 

In February 1941 made an administrative assistant to J. Edgar Hoover at 
Washington; had charge of arranging and supervising a nationwide recruiting 
drive for the FBI when over 20,000 people were ultimately employed; later made 
Chief Clerk of the Federal Bureau of Investigation and as such was in charge of 
all fiscal matters in the Bureau, including the Government’s complex accounting 
system as it related to the Bureau and subsequently installed the first complete 
machine accounting system in Government; responsible for the development of 
the FBI budget for each fiscal year: loaned to other Government offices for surveys 
and inspections; also used on lecture work on administrative matters to special 
agents and to police officials taking special courses of training; lectured extensively 
at colleges patty in all States of the Union for the training of administrative officers. 

In July 1946 loaned to the House Appropriations Committee, at their request, 
to head a staff of experts to conduct studies for them and to advise the Members 
of the efficiency of the Government. Became chief of staff, which was subse- 
quently credited in the Congressional Record with saving $5% billion. Mr, Lee 
was director, surveys and investigations, for the House Appropriations Committee, 
before coming to the FCC. During his 7 years with the House committee, he 
organized and planned the studies to be undertaken, supervised such studies; 
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edited and summarized the complete reports through committee and through 
the House itself. 

Appointed Federal Communications Commissioner October 1953. 

Married: Wilma Rector. 

Three children: Patricia, Robert E. Lee, Jr., and Michael Lee. 

Mr. Lee has no financial interest in the manufacture or sale of radio apparatus 
or of apparatus for wire or radio communication; in communication by wire or 
radio or in radio transmission of energy; in any company furnishing services or 
such apparatus to any company engaged in communication by wire or radio or any 
company manufacturing or selling apparatus used for communication by wire or 
radio; or in any company owning stocks, bonds, or other securities of any such 
company; nor is he in the employ of or holds any official relation to any person 
subject to any of the provisions of this act, nor does he own stocks, bonds, or other 
— of any corporation subject to any of the provisions of the Communica- 
tions Act. 

Mr. Lee does not own any interest in a radio program, or a television program. 
He is not engaged in any other vocation, business, or employment. His sole 
source of income is his salary as a Commissioner. 


CoMMISSIONER HENNOCK 


Frieda B. Hennock became a member of the Federal Communications Commis- 
sion on July 6, 1948, having been appointed by the President and confirmed by 
the 80th Congress for a 7-vear term. 

Prior to her appointment to the Commission she was engaged in the general 
practice of law in New York since her admission to the New York bar in 1926. 

Since her appointment to the Federal Communications Commission, Commis- 
sioner Hennock has actively participated as a Commissioner in all the work of 
the FCC, which, among other things, includes legislative and quasi-judicial 
functions in radio and television broadcasting, common carrier communications 
and the use of radio for industrial and safety purposes. 

Commissioner Hennock has been especially interested in the radio and television 
broadcasting fields and has been particularly concerned with such problems as 
overcommercialization of both radio and television programing; concentration of 
control of the media of mass communications with its resulting effects on compe- 
tition and the opportunity of the public to obtain diversified views and information 
through radio and television; and noncommercial educational television, including 
the reservation of television channels for exclusive noncommercial use by edvtea- 
tional institutions. On numerous occasions in important legislative and quasi- 
judicial proceedings Commissioner Hennock filed separate opinions. 

Commissioner Hennock has no financial interests in any enterprise connected 
with the manufacture, sale or distribution of radio equipment or transmission of 
communications by wire or radio, or otherwise coming within the prohibition of 
section 4 (b) of the Communications Act. Similarly, she is not engaged in any 
other business, vocation or employment, nor does she own any interest in a radio 
or television program. 

While engaged in the practice of law in New York, Commissioner Hennock had 
never represented any radio or communications interests. This was an important 
consideration in favor of her confirmation by the Republican Senate in 1948. 


BrioGRAPHICAL S*ketcH oF GEorcE E. 


Commissioner George Edward Sterling who took office on January 2, 1948, 
as a member of the Federal Communications Commission, has been identified 
with radio for nearly 2-score years in military, civilian, and Government capacities. 
He received a recess appointment from the President on December 26, 1947, to 
succeed Commissioner Ewell K. Jett, resigned as of December 31, 1947, whose 
= expires June 30, 1950; and was confirmed by the Senate on January 30, 

48. 

Commissioner Sterling’s experience in radio dates from 1908 when he estab- 
lished an amateur station, at his home in Maine. In 1913 he obtained one of the 
first amateur licenses in that State. He has been continuously associated with 
radio since that date, except for a brief period while serving in the armed services. 

Commissioner Sterling served on the Mexican border in 1916 in Company M 
of the 2d Maine Infantry, and overseas with the 103d Infantry, 26th Division. 
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He later transferred to the United States Signal Corps, serving 19 months in the 
American Expeditionary Forces in France. 

During World War I he was a radio instructor in Signal Corps Schools of the 
AEF, completed officers’ training school in Langres, France, and was commissioned 
a second lieutenant, Signal Corps Reserve. He assisted in organizing and operat- 
ing the first radio intelligence section of the Signal Corps in France, which located 
enemy radio stations and intercepted their messages. For this work he received 
a citation from the Chief Signal Officer of the AEF for “especially excellent and 
meritorious service.’ 

After that war, Commissioner Sterling became a radio operator in the merchant 
marine and in 1922 a marine radio inspector. He entered the Federal service as 
a radio inspector in the Bureau of Navigation, Department of Commerce in 1923, 
transferred to the Radio Division, Department of Commerce, and in 1927 to the 
Federal Radio Commission, and in 1934 to the Federal Communications Com- 
mission. Appointed inspector in charge of the Third Radio District, Federal 
Communications Commission with headquarters at Baltimore, Md., in 1935; he 
was transferred to Washington as Assistant Chief of the Field Division, Engi- 
neering Department, Federal Communications Commission, in June 1937. He 
was appointed Chief, National Defense Operations Section of the Field Division 
on July 1, 1940. On June 1, 1942, he was promoted to Assistant Chief Engineer 
and Chief, Radio Intelligence Division, and on December 19, 1945, was made 
Assistant Chief Engineer in charge of Field and Research Branch, appointed 
Chief Engineer of the Commission as of May 1, 1947, and took oath of office as 
Commissioner on January 2, 1948. 

He served as a delegate of the Provisional International Civil Aviation Organi- 
zation at the demonstrations of radio aids to air navigation by the United Kingdom 
at London, England, in 1946, and at a subsequent demonstration at Indianapolis, 
Ind., in the same year. He was chairman of the United States delegation to the 
technical conference preceding the Third North American Regional Broadcasting 
Conference (NARBA) at Habana, Cuba, in late 1947. Mr. Sterling served as 
Cochairman of the United States delegation to the International High Frequency 
Broadcasting Conference, which convened in Mexico City on October 22, 1948. 

Commissioner Sterling was born at Peaks Island, Portland, Maine, on June 21, 
1894. 

Mr. Sterling’s native home is Peaks Island, Portland, Maine, and he is a regis- 
tered voter in that State: he resides at 1003 Noves Drive, Silver Spring, Md., with 
his wife and has two daughters, Patricia and Muriel. He is a fellow in the Insti- 
tute of Radio Engineers, Republican, Episcopalian, Mason, Sojourner, member of 
the. Heroes of ’76, the American Legion, Veteran Wireless Operators’ Association 
(from which organization, he was recipient on February 25, 1950, of the Marconi 
Medal of service for outstanding service to the radio art), as well as a member of 
the American Radio Relay League, an organization of amateur radio operators. 

He is the author of The Radio Manual (4 editions), circulation over 125,000, a 
text devoted to the theory of telecommunications, radio wave propagation and 
technical descriptions of various forms of radio communication equipment and 
electronic aids to navigation. 

Commissioner George FE. Sterling has no holdings, financial interest or owner- 
ship in any individual, company or corporation that would be in violation of 
section 4 (b) of the Communications Act of 1934, as amended. 


BrioGRAPHICAL SKETCH OF T. BARTLEY, MEMBER OF FEDERAL ComMMu- 
NICATIONS COMMISSION 


Robert T. Bartley today was sworn in as a member of the Federal Communica- 
tions Commission to fill the vacancy caused by the resignation of Wayne Coy. 
The oath was administered by Marvin Jones, Chief Judge of the United States 
Court of Cleims. Commissioner Bartley was appointed by President Truman on 
February 28 to fill out Mr. Coy’s term, which expires June 30, 1958. He was 
confirmed by the Senate on March 4. . oxi 

Commissioner Bartley hes a broad knowledge of electrical communication, cov- 
ering both regulatory and operating experience, and organizational and indus- 
trial functioning gained from administrative, operative, and legislative activities. 

Born at Ladonia, Tex., on May 20, 1909, Commissioner Bartley was graduated 
from the Highland Park High School, Dallas, in 1927, and attended the Southern 
Methodist University School of Business Administration. 
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At the age of 22, Mr. Bartley came to Washington and worked as a statistician 
in the investigation (under the direction of Dr. Walter M. W. Splawn, then 
special counsel for the House Committee on Interstate and Foreign Commerce) 
into public utility holding companies. Mr. Bartley later became executive secre- 
tary of the investigation staff and in 1932-34 supervised reparation of the re- 

rts which were instrumental in the passage of the Pipe Line Common Carrier 
[omlelation (ICC), the Communications Act of 1934 (FCC), the Publie Utility 
Holding Company Act (SEC), the Securities and Exchange Acts (SEC), and the 
telephone rate investigation (FCC). 

hen Dr. Splawn was appointed a member of the Interstate Commerce Com- 
mission in 1934, Mr. Bartley went with him. Upon creation of the Federal 
Communications Commission later that year, Mr. Bartley was appointed Director 
of its Telegraph Division in charge of regulation of telegraph land line, cable, 
and radio carriers. Under his direction, merger legislation was proposed, inter- 
state and international rates were reduced, classification of services was made 
more equitable, and policies on international radio telegraph carriers were estab- 
lished which still maintain. 

In 1937 Mr. Bartley joined the Securities and Exchange Commission as a senior 
securities analyst. 

Commissioner Bartley’s connection with practical broedeasting operations 
dates from 1939, when he became assistant to the president (John Shepard 3d) 
of Yankee Network, Inc. From the beginning, he was primarily responsible for 
governmental and public relations matters, but soon took on additional adminis- 
tretive duties. Eleeted vice president in 1942, Mr. Bartley essumed execu ive 
responsibilities which included supervision of the technicel, accounting, and 
experimental departments, and the personnel. He was elso designated war 
program manager for the network, and continued to head its governmental and 
publie relations activities. 

In his association with the Yankee network, Mr. Bartley became currently 
interested in FM (frequency modulation) broadcast and served as secretary- 
treasurer of FM Broadcasters, Inc., a trade organization. 

Mr. Bartley joined the National Association of Broadcasters in 1943 as director 
of war activities of that organization. He became its director of Government 
relations and, subsequently, headed the FM department when Fi Broadcasters, 
Inc., was merged with NAB. 

In 1948 Mr. Bartley became administrative assistant to Speaker of the House 
Sam Rayburn, which office he held when appointed a member of the Federal 
Communications Commission. 

Commissioner Bartley married Ruth Adams, of Washington, in 1936. They 
have three children: Robert T., Jr., born in 1938; Jane, born in 1941; and Thomas 
Rayburn, born in 1947. 

A Democrat, Commissioner Bartley’s voting address is Bonham, Tex. 

Commissioner Bartley has no holdings, financial interest, or ownership in any 
individual, company, or corporation that would be in violation of section 4 (b) of 
the Communications Act of 1934, as amended. 


Born: Milwaukee, Wis., November 30, 1904. 

Fducation: West Allis High School; University of Wisconsin, P. A., commerce, 
1924-28; Marquette School of Law, J. D. degree cum laude, 1934. 

General law practice in West Allis, Wis., 1934-40; city attorney of West Allis, 
Wis., 1940-49; chairman, Wisconsin Public Service Commission, 1949-53; Com- 
missioner, Federal Communicacions Commission, 1953-. 

Mr. Doerfer has no financial or other interest in radio or television stations or 
the communications field. 


Mr. Yates. Do broadcasting stations file tariffs? 
Mr. Hyper. They do not. As a matter of fact, they are specifically 
exempted from regulation on a public utility basis. 


POLITICAL USAGE OF BROADCASTING FACILITIES 


In those instances where radio stations permit the use of the 
facilities for broadcast by a legally qualified candidate for public 
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office, they must make their facilities available to the other candidates 
for the office on the same conditions. 

Mr. Yatess. Upon request? 

Mr. Hyper. Upon request. 

Mr. Yarxs. When I say broadcasting company, I mean either TV 
or radio. I think that the act may make a distinction, but for the 
purpose of my question 

Mr, EAR Both for broadcasting and TV the same provisions 
prevail. 

Mr. Yates. May they give free time to anybody they want to? 

Mr. Hypr. They may; yes. They run some risk when they give 
free time to a legally qualified candidate for public office because that 
will automatically obligate them to extend the same courtesy to any 
other candidates. 

Mr. Yarss. Are there any conditions where anybody is entitled to 
free time as such? 

Mr. Hyp. No. Section 315 of the act says that no obligation is 
imposed to extend time to a candidate, but if they do provide time 
then other candidates can have time. 

Mr. Yates. This is just for a recognized candidate and not a 
member of a political party? 

Mr. Hyper. The act uses the words “legally qualified candidate.”’ 

Mr. Yarss. This means, then, if an organization which is partisan 
is allowed free time, an organization that is contrary partisan is not 
necessarily allowed free time? 

Mr. Hype. Not as a legal right growing out of section 315; but the 
Commission does have a licensing jurisdiction. We relate it to the 
qualifications of the applicant. We think an applicant is not qualified 
if he does not recognize a principle of fairness, if he does not make a 
reasonable effort to be fair in making provision for all. 

Mr. Yates. Are you saying now that if a program is granted free 
time which is outwardly pro-Democratic, the same station should 
make its facilities available for an organization which is pro- 
Republican? 

Mr. Hyper. That he should maintain a balance as a public duty. 

Mr. Yates. And give equality of time? 

Mr. Hypr. The Commission’s opinions on this subject all hold 
that a station should give fair treatment in the handling of public 
questions. 

Mr. Yares. And has the Commission implemented this intention 
of which you have spoken in connection with any of its licensing? 

Mr. Hypr. We have implemented it in this sense, that where we 
have had complaints we have brought them to the attention of the 
licensees and in cases where we have had serious complaints and no 
effort to satisfy them we have conducted investigations to the extent 
necessary. 

I believe the industry has given pretty good coverage in this field. 

Mr. Yates. Would the Commission take the same viewpoint with 
respect to equality of air time for a so-called prolibera) type of politi- 
cal philosophy and a proconservative type of political philosophy? 
is ~ Hype. I mate say the doctrine of fairness applies across the 

ard. 


Mr. Yates. Frequently when one listens to the radio or watches 
television one hears that a program is offered as a public service. 
Who determines whether the program is offered as a public service? 
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Mr. Hype. I think that statement you frequently hear is a dis- 
tinction which the stations make to distinguish between sustaining 
time which they give to some service club from the time which is sold 
to an advertising sponsor. They say “This is public service.”” The 
other is commercial. ‘The Commission, however, feels that all of their 
programs should serve the public interest. 

Mr. Yares. Then it is up to the companies themselves to determine 
which of the programs shall be offered as a public service. 

Mr. Hype. They make their own decisions on that. 

Mr. Yates. And the Commission has no influence on it at all; is 
that correct? 

Mr. Hype. We have no part in the selection of particular broad- 
casts. In fact, we are prohibited by section 326 from making any 
rules or regulations which would censor programs, or tell people what 
to broadcast. 

Mr. Yares. A few minutes ago I asked you about broadcasting by 
an organization which is pro-Democratic or pro-Republican. I did 
not mean official organizations of parties necessarily; I meant any 
organization which by the type of material it used could be identified 
as being pro-Republican in its content, or pro-Democratic in its 
content. 

Mr. Hype. I would answer the question in the same way. The 
Commission feels that the licensees should be fair in the treatment of 
public issues under all conditions. 

Mr. Yates. Is a broadcasting company entitled to cancel a contract 
it may have with one of its programs in order to replace it with another 
program that it considers to be in the public interest? 

Mr. Hype. The Commission has always felt that broadcasters 
should never let the control of their programs get into other hands. 

Mr. Yates. What do you mean by “other hands’’? 

Mr. Hype. The sponsor, the buyer of time, the network. I think 
you will find the contract they sell for time has a cancellation privilege 
in there which the licensee can invoke to protect the character of its 
program, to see that they maintain proper standards, and so forth. 

Mr. Yares. Recently the networks made available to President 
Truman a coast-to-coast hookup apparently without cost. Was this 
done voluntarily by the networks? 

Mr. Hype. It was. I will put it this way: The Commission had 
no part in that series of programs. 

(Discussion off the record.) 

Mr. Yates. And the same networks were made available subse- 
quently to Senator McCarthy. 

Mr. Hype. All of those arrangements were made by the networks, 
the principals. We had certain notice that demands were being 
made, but we did not initiate any action, or take any part. 

Mr. Yates. When you say you had certain notice demands were 
being made—notice of what kind of demands? 

Mr. Hype. A telegram came across my desk, I think from Senator 
McCarthy, saying he was asking the networks for time. He did not 
ask us to do anything about it. 

Mr. Yates. On what theory could he ask the networks for time— 
just as a gesture on their part? ; 

Mr. Hype. I think the reason he gave to the networks was he had 
been discussed in the broadcast by former President ‘Truman. 
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Mr. Yares. Did any of the Commissioners ask the networks for 
time for either President Truman or Senator McCarthy? 

Mr. Hype. I was chairman at the time. I made no such request; 
I made no suggestion; I had no conversations with them and I do not 
believe any other member did. But I could ask. 

Mr. Sreruina. I did not. 

Mr. Wessrer. I did not. 

Mr. Yates. Did any members of the staff make such a request? 

Mr. Hype. I know of no such request. I would be astounded if 
anyone did; because staff members know that they would be quite 
out of order in acting without reference to the Commission. 


CENSORSHIP OF PROGRAMS 


Mr. Yares. What rights of censorship of a program does the 
Commission have? 

Mr. Hype. None. It is prohibited from censoring programs by 
section 326. 

Mr. Yates. Does the Commission have any jurisdiction or power 
to prevent broadcasters from transmitting lies to the public? 

Mr. Hype. No, sir. 

Mr. Yates. Is there any Government agency that has this function? 

Mr. Hyps. I believe 1 should say if a broadcaster showed a con- 
tinuing practice of broadcasting misrepresentations eventually the 
question would come up as to his fitness to hold a license and the 
Commission would be justified in invoking its licensing procedures not 
to prevent him from telling lies, but to determine whether he was fit 
and qualified to hold a license. 

Mr. Yares. I assume the answer to this question would be you have 
no rights of censorship and therefore have no power to prevent broad- 
casters from going on with any type of program that they want to, 
within the limitations of the provision of the statute which prohibits 
obscenity or indecent types of broadcasts, is that correct? 

Mr. Hype. That is correct. 

Mr. Yates. Does it make any difference whether the time is free 
or is paid for? 

Mr. Hype. Not at all. As a matter of fact, the Commission feels 
that the programs should generally serve the public interest; not just 
the free programs, but the commercial programs as well. 

Mr. Yates. Does the Commission have any authority to limit 
broadcasts or restrict broadcasts by groups of people who may be 
stirring up religious prejudice? 

Mr. Hype. I think that would be prohibited by the provision against 
censorship. 

Mr. Yares. Is that the interpretation of your General Counsel, too? 

Mr. Hype. I have not discussed that question with him. I may 
mention this, that there was an instance of a broadcaster in California, 
many years ago, who was refused a renewal of his license because the 
general tenor of his programs did not serve the public interest. And 
one of the things that weighed against him was his practice of attack- 
ing certain religious groups. Tneidentally, when the Commission 
refused a renewal of his license an appeal was taken to the Court of 


Appeals of the District of Columbia and the Commission’s decision 
was affirmed by the court, and the Supreme Court of the United States 
refused certiorari. That is the Schuler case I am referring to. 
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Mr. Yates. Did I understand you correctly to say that if a pro- 

am is blatantly partisan and is carried on the radio stations for 
ree time, the Commission would be interested in requiring broad- 
casters to make available an equal amount of time to partisans on 
the other side, and this is weeny a condition for granting a license? 

Mr. Hype. The practice we follow is to bring the complaint to the 
attention of the licensee. 

Mr. Yates. Has this been the practice the Commission has followed 
for some time? 

Mr. Hype. Yes, and this is the practice we follow: A complaint 
comes in that advocates of some particular viewpoint have had time 
and “‘We have asked for time and have not received it.”” We refer 
that complaint to the station and ask, What about it? Usually the 
answer comes back ‘‘We have made this arrangement’’ or ‘‘made 
this offer”, and generally that is the extent it is necessary for the 
Commission to act. 


DISMISSALS OF PERSONNEL 


Mr. Yates. Has the Commission made any dismissals of its 
employees for security reasons? 

Mr. Hype. Since | have been Chairman, I have had the duty in 
just one instance to suspend an employee pending an investigation 
as to whether or not he should be continued in employment. I am 
not aware of any request for a hearing and I have reason to believe 
that resulted in his suspension from the service. That is the only 
one. 

Mr. Yates. Was this because of a question of loyalty, or for some 
other reason than security reasons? 

Mr. Hype. It was loyalty. 

Mr. Yates. It was a question of loyalty? 

Mr. Hype. Yes. 

Mr. Yares. Has the Commission had occasion to separate from 
its service any employees because of reasons other than loyalty but 
which would still fall within the security order? 

Mr. Hype. None since I have been Chairman. 

Mr. Yates. How long have you been Chairman? 

Mr. Hype. Since April 18 of last year, 1953. 

Mr. Yates. Do you know of any the previous year? 

Mr. Hype. I do not. 

Mr. Yares. Thank you, Mr. Hyde. 


LEGAL BASIS FOR MONITORING FUNCTION 


Mr. Baker. Mr. Chairman, you asked a question as to whether 
or not the supplemental request for monitoring funds could be 
subject to a point of order on the floor. 

Mr. Puiuirs. I asked that question and the basis of it was a 
question as to whether or not you have legal authority to extend 
your activities into the field for which you are now asking $950,000 
of additional money. 

Mr. Baker. I think perhaps there was a misunderstanding about. 
one of my answers, in which I said this was not a new function ex- 
cept so far as it was extending the scope. That is, we do have 
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wers to monitor; we have exercised them in our procedures long 
efore the Communications Commission came into existence. The 
monitoring function has been specifically recognized by the Com- 
mission, and it has specific functions which could not be carried out 
without monitoring. 

The only question I was raising was whether it was good judgment, 
and that is a matter of good judgment for this committee and the 
various departments ates supported this thing, as to the scope 
of the monitoring Pen do to carry out these functions. 

Mr. Puiturps. But you give it a new name; you call it the fre- 
quency usage monitoring program. That does not add to the legal 
authority to monitor. 

Mr. Baker. It does not. I think that was given in the way of an 
explanation primarily, so you could know why they wanted to do the 
monitoring. 

Mr. Putturrs. Is there anything further? 


COMMON-CARRIER ACTIVITIES 


Mr. Hype. There is one other thing. We have not mentioned 
ae regulation because of the interest in these other 
subjects. 

he Commission’s proposed budget provides for the same personnel 
minus one for the next year. We need every one of those men for 
this reason: There are rate problems in the offing, both in the inter- 
national carrier field, in the telegraph field, and the telephone com- 
pany is still conducting a very large construction program. We also 
are under the necessity of studying the separation of plant revenues, 
and expenses as between State jurisdiction and Federal jurisdictions. 
Many of the State regulatory bodies have very serious questions about 
the present disparity between intrastate toll rates and interstate toll 
rates. So we have a lot of very serious work to be done in that field. 

Mr. Pxtturps. How many additional employees are you asking for? 

Mr. Hype. We are asking for the same budget. Actually there is 
a reduction of one to permit financing necessary ingrade promotions. 
I just wanted to ciglaniie that we are down as low as I think we 
possibly should go. 

Mr. Putures. Thank you very much. 
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Mownpay, JANuARY 18, 1954. 
INTERSTATE COMMERCE COMMISSION 


WITNESSES 


J. MONROE JOHNSON, CHAIRMAN 
CHARLES D. MAHAFFIE, 


COMMISSIONER 


RICHARD F. MITCHELL, COMMISSIONER 


HUGH W. CROSS, COMMISSIONER 
JAMES K. KNUDSON, COMMISSIONER 


ANTHONY F. ARPAIA, COMMISSIONER 


OWEN CLARKE, COMMISSIONER 
HOWARD FREAS, COMMISSIONER 
KENNETH TUGGLE, COMMISSIONER 


E. F. HAMM, JR., MANAGING DIRECTOR 


GEORGE LAIRD, SECRETARY 
B. H. WISE, BUDGET OFFICER 


NEIL RYAN, ASSISTANT BUDGET OFFICER 
W. Y. BLANNING, DIRECTOR, BUREAU OF MOTOR CARRIERS 
Cc. W. EMKEN, DIRECTOR, BUREAU OF ACCOUNTS, COST FINDING 


AND VALUATION 


F. E. MULLEN, DIRECTOR, BUREAU OF FORMAL CASES 


Cc. W. TAYLOR, DIRECTOR, BUREAU OF SERVICE 


JOHN HANSBURY, ASSISTANT DIRECTOR, BUREAU OF ACCOUNTS 


Amounts available for obligation 


1953 actual 


1954 estimate 


1955 estimate 


Appropriation or estimate ___ 
Reimbursements from non-Federal sources 
Reimbursements from other accounts 


Obligations incurred 
Comparative transfer from— 
“General expenses, Interstate Commerce Commission’”’_ 


“Railroad safety, Interstate Commerce Commission’’._ ___ 


“Locomotive inspection, Interstate Commerce Commis- 


11, 009, 031 


11, 304, 000 


Norte.—Reimbursements from non-Federal sources above are from proceeds of sale of personal property 


(40 U.S. C. 481 (c)). 


Obligations by activities 


Description 


1953 actual 


1954 estimate 


1955 estimate 


. Applications, complaints, and other proceedings 

. Investigation, litigation, legal advice, and comp’ liance - 

. Collection and analysis of accounting and Statistical data_- 
. Supervision of rate publications 

. Railroad safety and car service 

. Valuation of railroads and pipelines 

. Administration 


1, 021, 131 


1, 117, 756 


$2, 979, 247 


1, 161, 256 


11, 009, 031 


11, 304, 000 


11, 554, 229 


$9, 344, 470 
1 $2. 799, 017 
2 3, 060, 847 
3 796, 653 824, 665 833, 612 
4 833, 420 838, 550 843, 630 
5 : 2, 036, 967 2, 035, 717 2, 076, 355 
6 470, 838 
7 


500 


Obligations by objects 


Object classification 


Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 


Personal services: 
Permanent positions , 185, $10, 
Regular pay in excess of 52-week base , OF x rt 
Payment above basic rates 2, 500 2, 500 


oa 


Travel 
Transportation of things 
Communication services 


Total personal services 10, 426, 028 
550, 


82 


Printing and reproduction 
Other contractual services 
Supplies and materials 
Equipment 2 18, 076 
Refunds, awards, and indemnities 
‘Taxes and assessments 075 


Total obligations 11, 009, 031 11, 304, 000 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Obligations incurred during the year $11, 554, 229 
Obligations transferred from, pursuant to Independent Offices 
Appropriation Act, 1955: 
“General expenses, Interstate Commerce Commission’”’ -_- 484, 307 
“Railroad safety, Interstate Commerce Commission” 49, 157 
“Locomotive inspection, Interstate Commerce Commis- 
sion’ 35, 774 


12, 123, 467 
Deduct: 


Reimbursements 54, 229 
Unliquidated obligations, na of year 569, 238 


Total expenditures 11, 500, 000 
Expenditures are distributed as follows: 


Out of current authorizations 10, 936, 404 
Out of prior authorizations 563, 596 


Mr. Putuures. Gentlemen, the committee will come to order. 

We have with us this morning the Commissioners and staff members 
of the Interstate Commerce Commission to discuss their appropriation 
requests for fiscal year 1955. 

e have Chairman Johnson, an old friend of this committee, Com- 
missioners Mahaffie, Cross, Knudson, Clarke, Freas, Mitchell, Arapaia, 
and Tuggle. 

We also have Mr. Hamm, Managing Director, Mr. George Laird, 
secretary, Mr. Wise, Budget’ officer, and Mr. Ryan, Assistant Budget 
officer, and the Directors of the four Bureaus, Mr. Blanning, Mr. 
Emken, Mr. Mullen, and Mr. Taylor. Also we have Mr. Hansbury, 
Assistant Director of the Bureau Of Accounts. 


Po | 1953 actual 1954 estimate 1955 estimate 
1, 919 1,926 1,934 
— 
ae ee $5, 397 $5,419 $5, 419 
54, 200 54, 200 
enalty mal 40, 000 45, 000 
Rents and utility services_____- 49, 966 | 51. 000 51, 000 
175, 000 
83, 300 
116, 300 
| 40, 476 
7,075 
11, 554, 229 
| 
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BACKGROUND OF NEW COMMISSIONERS 


As you know very well, Mr. Johnson, it is the custom of this com- 
mittee, it has been for a long time, that when we have new members of 
a Commission we ask them to give us a thumbnail sketch of their 
backgrounds so we will know something about them before we begin to 
talk to them. 

How many of you gentlemen have not been here before, speaking 
now of the Commissioners? 

I see we have four new Commissioners. 

Suppose we let you establish your own protocol as to who speaks 
8 and give us a thumbnail sketch of your backgrounds if you will, 
please. 

That should include Mr. Hamm, who will be your managing 
director. 

Mr. Arpata. My name is Anthony F. Arpaia. I am from Connecti- 
cut. Lama graduate of Yale College and Yale Law School. I prac- 
ticed law in New York City, in Connecticut, and in Europe. I have 
done corporate and international law. 

Then for 6 vears before coming on the Commission I was an Inter- 
state Commerce Commission practitioner, representing as vice 
president and general counsel a common carrier by motor vehicle up 
to April 1951. 

Mr. Puaiiurps. Haven’t you been before this committee before? 

Mr. Arpata. I don’t think so, Mr. Phillips 

Mr. Putuures. Who is next? 

Mr. Crarke. My name is Owen Clarke, from the State of Washing- 
ton. I graduated from the University of Washington Law School 
and practiced in Yakima, Wash., and in 1948 was appointed chairman 
of our State public service commission, which position I held until 
September of 1951 when I returned to private practice. 

I came on the Interstate Commerce Commission last July. 

Mr. Tuae.ie. My name is Kenneth Tuggle. Iam from Kentucky. 
I am a graduate of the University of Kentucky, college of arts and 
law. I have been practicing since 1926. I served one term as Lieu- 
tenant Governor of Kentucky and for something over 25 years I 
have been engaged in general civil practice of law. 

Mr. Freas. 1 am Howard Freas of California. I was born and 
raised in Pennsylvania, graduated from Mercersburg Academy and 
worked for the Reading Railroad for about 4 years. I went to 
California and attended the University of Nevada and summer 
session at the University of California. I worked for Swift & Co. 
for about 4 years and then for the Southern Pacific, and from there 
went with the California Commission where I served for just short of 
25 years. During the last 12 years I was secretary of the Mountain 
Pacific States Conference of regulatory bodies. 

Mr. Puruuires. Mr. Hamm? 

Mr. Hamm. I was educated in Dartmouth College and spent all 
of my life in the publishing business. I was publisher of Traffic 
World and allied publications since 1931 until I came to the Commis- 
sion a few months ago. 
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Mr. Puiuirps. You are asking this year for $11,500,000 which 
combines in | item the 3 separate items which appeared last year. 
Is that right? 

Mr. Jounson. That is right. 

Mr. Puiturres. The comparable appropriation for last year was 
$11,284,000, so you want $216,000 more for next year than you have 
for the current year. 

Mr. Jounson. That is correct. 

Mr. Puiurps. Mr. Chairman, do you want to make a statement? 

Mr. Jounson. Yes, sir. If I may, Mr. Chairman, my statement 
will be largely general. There will be some specific matters. We 
have Mr. Hamm here from our Budget Bureau to give you details. 


GENERAL STATEMENT 


First of all the statement stated you wanted to talk to the Com- 
missioners and appropriate directors. As you know, we have had 
the greatest number of new Commissioners appointed in history, and 
we are very pleased that our new brethren have now met this com- 
mittee. 

Commissioner Elliott, also a recently appointed member, is tied up 
today and could not be here, and Commissioner Alldredge could not be. 
We have brought as many Commissioners as we could get and the 
directors. 

Mr. Puituips. How many Commissioners have you? 

Mr. Jonnson. Eleven Commissioners. As the chairman men- 
tioned, this is a single item appropriation, $11,500,000. Undoubtedly 
you will discuss this with some of our financial men. In brief there 
are other items involved in the $216,000 increase. Most of it is for the 
lag in employment in recruitment for 1954. Put on a certain level of 
personnel, and if that goes through the next year at that level, the one 
determined in 1954, it will cost as much more as the lag saved in 1954. 

To illustrate that, I brought this diagram. When you gave us the 
appropriation last year, whatever amount of money you gave us for 
1954, it will take that long to get to the level of employment, and this 
is the — {illustrating from a large diagram displayed to the com- 
mittee]. 

To maintain that level which you determined for us it will take that 
amount of money which we saved in the lag. If that is not done then 
we have to begin attrition here and go back down to this level which is 
below. In other words, if this is not maintained we have a series of ups 
and downs which is not economical. 

To maintain this level of employment we have to have something 
under $216,000 which the lag saved us here. That is the level we 
are asking for. If that doesn’t prevail, attritions and separations 
bring us back down to some level below that, and it would be a series 
of curves which we do not think is economical. 
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CONSOLIDATION OF ITEMS INTO A SINGLE APPROPRIATION 


This appropriation being in one item, it will be discussed later by 
Mr. Clarke in general. 

It involves a combination which we long have had in mind in the 
Commission, recommended in the Wolf report. 

When this appropriation was considered for the budget, and we 
discussed that with the Budget and with this committee at times, they 
came up with a single appropriation which we very gladly accepted, 
because it was in line with the Wolf report, and ideas we long have 
had in the Commission. Commissioner Clarke is in charge of those 
bureaus and will discuss that with you. 

Mr. Tuomas. Why should this be a lump-sum appropriation? 

Mr. Jounson. For 10 years we thought it was not economical to 
have two bureaus, Safety and Locomotive Inspection, which could 
not be combined and have employees who could be used for many 
similar services. Safety and Locomotive Inspection do, under 
different duties, the same inspections. 

Another quick reason, in Locomotive Inspection the Director and 
two Assistant Directors are Presidential appointees who are con- 
firmed by the Senate. They now have about 15,000 steam locomo- 
tives where they once had sixty-and-odd thousand. 

Mr. Txomas. Off the record. 

(Discussion held off the record.) 

Mr. Jounson. This $11,500,000, Mr. Chairman, is considerably 
below the amount recommended in the famous, heralded and ap- 
proved Wolf report by $350,000. 

Mr. Puiuirps. What is below? 

Mr. Jounson. The $11,500,000 is about $350,000 less than the 
recommendations in the Wolf report which had such great approval 
in the Senate and in the House and recommended to us so urgently. 


REORGANIZATION OF THE COMMISSION 


The Wolf report which you have heard so much about, and which is 
a good report—I am not detracting one iota from it—didn’t originate 
in the Senate or the House or from the Wolf Management Engineering 
Co. We have discussed it and endeavored to begin reorganization of 
the Commission for a good many years. We had it underway once or 
twice. 

Economy came along and we never have been able to get forward 
with it. A good report was written. We adopted it in principle. 
We finally got Mr. Hamm, with whom we are well pleased. The 
matter is going forward carefully and effectively. We have taken a 
good many steps. Others are in immediate contemplation, but we 
are adjusting, remodeling, and renovating a machine which you cannot 
leave in a garage and leave until it is fixed. It is working under high 

ear and has far-reaching causes and decisions. Mr. Hamm has a 
ifficult job to repair that machine while it is working without 
diminishing its output at the cost of quality. If it is done rapidly 
it is fraught with many dangers. 

In discussions here, and there were many which you will remember. 
especially, Mr. Chairman, on the floor and in the committee, it was 
stated the Wolf report would make this Commission an efficient 
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rather than an inefficient Commission. That statement hurt our 
feelings very severely, as you can remember. 

Mr. Patties. That statement was watered down a little bit before 
it went into print. It was stronger originally. 

Mr. Jonnson. Unfortunately it was. It was watered down upon 
consideration, but I have had efficiency comparisons made between this 
Commission and other commissions and reports in other agencies in 
this Government. If you would go into it you would find instead 
that on comparison apparently we are as efficient as any other depart- 
ment in this United States Government, not excluding the Congress, 
the White House, the Budget, or anybody else. That is a surprise to 
you because we are a patient, nonresentful organization. 

Mr. Tuomas. Mr. Chairman, any organization that makes a 
customer wait 18 months to get his certificate, I wonder about. I 
don’t know but one agency in Government that makes them wait as 
long as you do. 

Mr. Jonnson. Who is that? 

Mr, Tuomas. Federal Communications Commission on some of 
these contested hearings for the TV and radio licenses. 

Mr. Putuures. Mr. Johnson is comparing the ICC with other 
Government agencies. 

Mr. Jonnson. That is all I am doing in answer and in defense—— 

Mr. Tuomas. I don’t know of any other agency that makes them 
wait as long as you do other than the Federal Communications Com- 
mission. 

Mr. Puriturres. We were hoping you would get more efficient than 
the average Government agency. 

Mr. Jonnson. I think we are. I am not belittling the Wolf report. 
We will be even more efficient. When you take 11 Commissioners, as 
busy as they are, naturally lawyers and people in different walks of 
life are not experienced in administration and organization; their time 
is fully occupied. It is surprising to me, and it will be to you if you 
make a study and comparison, that in fact we are not an inefficient 
organization. 

Just a matter of cold efficiency is one thing. This Commission was 
established in 1887. Others have modeled their hearing processes and 
deliberations along our lines. Fifty-seven Commissioners have come 
along in those 67 years; 11 are in office. There are only 46 Commis- 
sioners who have been in office and out. There has been a turnover of 
only 1% Commissioners per annum; in all that time there never has been 
one breath of scandal about a Commissioner or about the Commission. 
Whether the scandals are just or unjust, I don’t know of another such 
governmental agency with a record like that. 

We are the only governmental agency that never has had any 
press or public relations. We never have spent one peuny of your 
money in that way. 

Mr. Putuures. You are not the only one. You may say you never 
have had them but you are not the only one. 

Mr. Jounson. As to press releases? 

Mr. Yes. 

Mr. Jonnson. I didn’t say we are the only one. I said some other 
things concerning which I thought we were the only ones. But there 
are most of them with great public relations. Many of them spend 
many times the total of our appropriations on public relations. 
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I believe we are the only one with less personnel than we had 10 
years ago. 

There may be some other agencies that have no passenger auto- 
mobiles for the Commissioners and its staff, but I doubt if there is any 
oe needs it more. We never have asked for any and never have 

ad any. 

I don’t believe that you have any agency that has the reputation 
for economy and parsimonious behavior that we have. The fact is 
that our promotions have beea so slow it is difficult for recruitment. 
Frequently they go elsewhere and get promotions. 


TRANSPORTATION IN THE UNITED STATES 


In the world today transportation is Government-owned except in 
the United States of America. That is with one exception in any 
government of any size at all, the Canadian Pacific in Canada. 
Transportation elsewhere is Government-owned. 

There is no transportation in the world which approaches that 
transportation of the United States nor does it offer as much ease of 
life as it does in the United States. There isnocomparison. They are 
closely knit together, and if you think of it you will agree with me. 
The Commission claims some credit. How much it should claim I 
don’t know. There has been great advocacy for Government owner- 
ship in these United States, and under our regulations we have had a 

eat deal to do with our transportation. It is suggested we should 

ave less. The fact still remains, however, that we have had a lot 
of direction over American transportation. It is still healthy, strong, 
the best on earth, and it is in the hands of private enterprise for which 
we try to guide this great Nation. 

Mr. Puruures. We did have a period of Government control of 
transportation. 

Mr. Jounson. We did, sir. 

Mr. Putturrs. It took us several years to recover from it. 

Mr. Jounson. During World War I and for some time afterward, 
under Government operation, it cost the taxpayers—I may have the 
figures wrong—about $2 million a day to run the railroads. It was 
some such tremendous sum per day. 

In World War II it was privately run with Government super- 
vision and it paid $3 million a day in taxes, making a net gain of $5 
million a day, or almost $2 billion a year, to the taxpayers through 
private rather than Government operation. Those are the figures, 
sir. It is about that much. Private ownership and enterprise is 
fastened to a much greater extent, and we claim some credit for it. 

Last in my general statement, when the Government was expand- 
ing in expenditures and personnel, as you well recollect, and grew by 
leaps and bounds, we did not, not 1 penny’s enlargement. When it 
came time, as it did, for economy, you found fit to apply the pruning 
knife. When you applied the pruning knife you applied it to the 
heart of our organization. I want you to think about that because 
we did not put on this great expansion. 

Mr. Puiturps. Where I live we prune the trees to make them 
stronger in subsequent years. 

Mr. Jounson. If they grew some last year but not if they grew 
none last year. That is the point. If we made the growth such as 
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it comes about in the fine, fertile soil of California, it would be all 
right. We didn’t have that growth. You insisted that we take the cut. 

We have one other item which was a subject of discussion last year, 
as we remember it. That is our field services of motor carriers and 
several other motor-carrier features to be discussed by Commissioner 
Cross. Details of this will be discussed by our budget people. It is 
about as it was last year except for the lag we spoke of, which is about 
$216,000. 

Mr. Puinurps. Thank you, Mr. Chairman. That was an interesting 
statement. 

I want to pick up one point that is not quite clear to me. Before 
that, I quote from the general statement that the reason you could 
not put into effect various economies in the past is because you 
didn’t have the money to do so. I suggest that is a characteristic 
Washington attitude. 

Mr. Jounson. I will enlarge on that. That came up in my discus- 
sion of the Wolf report, that we had long considered reorganization of 
the Commission requiring more money. We had made good progress 
with the Bureau of the Budget in including many additional positions 
in our budget and with the Civil Service Commission in creating these 
positions, but the ensuing appropriations never permitted it. When 
we asked for the budget we weren’t given the money to do it. 

Mr. Puitures. You mean economy would have cost you money? 

Mr. Jounson. No; I don’t mean that. We have to have some new 
personnel. 

Mr. Puiurrs. Reorganization would have cost you money? 

Mr. Jonnson. Yes, sir. The Wolf report recommends $350,000 in 


round numbers more than we are now suggestin for this appropriation, 
Mr 
, Mr. 


but it will pay for itself in the long run hairman. 


NUMBER OF PERSONNEL, 1954 


Mr. Puitutrs. Coming to something else which is not very clear 
to me in the justification. In vour statement you said that we had 
determined for you this increase in personnel, and then at other places 
on page 29, the 8 additional positions authorized for the current 
fiscal year, which would be in the Bureau of Accounts and Cost 
Finding, will be filled for only three-quarters of the year. You men- 
tion the 8 additional positions authorized. 

It seems to me this is what happened as I look at your chart there. 
The Congress gave you money for additional people for fiscal 1954. 
You were unable to fill those positions, or for some reason did not fill 
them for the first quarter of the year. Then you took the amount of 
money that was left, divided it by the probable salaries and came out 
with a higher number of possible positions, and filled the higher 
number of positions for the balance of fiscal year 1954, and are now 
asking the Congress to continue on the same increased basis that you 
yourselves decided and not the number which you justified before 
this committee a year ago. In effect you are asking the Congress for 
more positions than were justified for the current year. In other 
words, you are not talking about the number authorized but an 
additional number above those we authorized. 

Do I make myself clear? 
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Mr. Jonnson. Perfectly clear, and I hope to make myself clear. In 
discussing levels and personnel, you know as well as we do we cannot 
always fill them on the Ist day of July. It is sometime after that 
before the money is available and sometime after that before we know 
exactly what it contemplates. With a lag in view and the money not 
spent because of the time consumed in filling a place, it creates a level. 
If I said you specifically set the level, I didn’t mean to say that. But 
you give us a certain amount of money. The lag is discussed and put 
at a level of employment. We have reached that level presently. 
We then have this time, with the Budget’s approval, and are asked to 
continue that level which I thought was the level which you established 
in giving us a certain amount of money with a lag in view. 

Mr. Puiuuirs. I don’t recall any statement to that effect. 

_ Mr. Jonson. I don’t, either. 

Mr. Puitiires. The reaction upon me is that you have more or less 
raised your personnel limit yourselves. 

Let us go down the list, Mr. Johnson, and see. This is page 5 I am 
on now, the general analysis of the $250,000 increase. 

fo Jounson. Mr. Hamm, who follows these details, will discuss 
that. 

Mr. Putturres. Mr. Hamm, will you answer this? 

Mr. Hamm. I will try. 

Mr. Puitures. Go down this list rapidly and tell me first of all 
whether all the 1,926 people are presently employed. 

Mr. Hamm. No, sir, they are not. 

Mr. Puituirs. What number did you have as total employment on 
July 1, 1953? 

Mr. Hamm. July 1 of 1953, sir, there is no question but what we 
are behind in filling these positions; 1,778 on July 1, 1953. 

Mr. Puituirps. What did you have on December 31 or January 1 
of the current vear, 1954? 

Mr. Hamm. We are about 100 under that 1,926. 

Mr. Puiturps. According to the clerk your record shows 1,832 on 
December 31, which is the same thing. 

Mr. Hamm. Yes. 

Mr. Purturrs. What is your employment as of today? There 
won’t be much change on that, will there? 

Mr. Hamm. 1,826 as of December 31. 

Mr. Putuuips. December 28 is pay day. That was 1,826, but in the 
succeeding 3 days you must have hired 6 people. 

Mr. Hamm. We have some actions going through. 

Mr. Puiuures. If you increased it from 1,826 to 1,832 in those 3 
days have you kept on increasing in the following 3 weeks’ period. 

Mr. Hamm. I imagine so. We are trying to fill those positions. 
There are position applications which have been approved now and 
have not been filled. We are filling them as fast as we can. 

For instance, in valuation, you mentioned that 

Mr. Patuures. In valuation you show 78 people. 

Mr. Hamm. We do not run that at the moment. It takes quite a 
while to fill those positions. They need trained people. 

Mr. Puiuuirps. What you are asking the committee again, while it 
may not amount to a great deal, is this: it shows a difference of over . 
100 people which to the committee is a fairly interesting number. 
You are asking again for 100 more people than you have on your list 
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today. If you take the money you have accumulated in the half 
year and put it into that number for the other half of this year, you 
come up at the end of the year with more people on your payroll than 
are authorized. 

Mr. Hamm. We do not contemplate that. 

Mr. Puitures. You did that last year. 

Mr. Hamm. We do not contemplate doing that. We contemplate 
trying to reach the number of people—— 

Mr. Puiurps. 1,926? 

Mr. Hamm. 1,926. 

Mr. Puturps. It seems to me, in looking down the list, as if most 
of the increase of a quarter million dollars of 1955 over 1954 is in 
personnel. Am I right? 

Mr. Hamm. In-grade promotions, legal promotions required by law. 

Mr. Puruurres. What is that figure? 

Mr. Hamm. Only eight positions are shown here and the rest is 
accounted for by these in-grade promotions. 


PROMOTIONS DURING 1954 


Mr. Putuuips. On page 17 you show what seemed to me to be an 
unusual number of promotions in 1954, which is the current year; 414 
promotions compared with 209 in 1952 and 115 in 1953. You showed 
456 appointments, 308 separations, but you showed changes in grade 
of 414, while your in-grade ——- were only 995, which is less 
than the 2 preceding years. I think perhaps somewhere in this hearing 
you had better give us an explanation of these figures which are out 


of the ordinary ow 


In 1951 you had 919 changes in grade. I don’t understand the 
irregularity in an agency of Government which has more or less 
routine work. 

Mr. Hamm. May Mr. Ryan answer that? 

Mr. Ryan. Due to the cut in appropriation in 1953 we had to let 
positions become vacant through attrition. The increase in the appro- 
priation for 1954 permits us to fill those positions, and most of them 
were filled from within. This results in changes in grade by promoting 
our personnel already on the job to the positions which became vacant 
in 1953. 

Mr. Patties. But it doesn’t quite add up to that. That is a 
reasonable explanation but I don’t think it quite adds up, on the 
basis of your own figures. The difference in your average number, 
in 1951 is not so materially different from 1952 and 1953 that it would 
account for that marked difference in the ingrade promotions or the 
changes in grade. 

Do you have page 17 in front of you? 

Mr. Ryan. Yes, sir. I have it. 

Mr. Hamm. Change in grade count? 

Mr. Puttures. I caught the cha in grade first. That is what 
I was interested in particularly. We would have to go back before 
1951 to see why you made 919 mntipe in grade in that year and 
then dropped down to 209 and 115. Perhaps you had better give it 
some thought and I will come back to it perhaps this afternoon. 

Can you go down this list or can you take this list and put in the 
record an adjoining column to it? you started out with 1,778 on 
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the first of the fiscal year, and you expect for the next fiscal year to 
have 1,934, which is 156 new positions, then will you go down the list 
and show exactly where they will be put? Can you do that, Mr. 
Hamm? 

Mr. Hamm. Yes. 

(The information requested above is as follows:) 


Increase (+) 
Employment 
ent, —), 1955 
Bureau or office July 1, 1953 tio compared 
with July 1, 
1953 


Budget and fiscal 


Motor carriers: 
Administration 
te 


ffic 
Transport economics and statistics 
Valuation 
Water carriers and freight forwarders 


Total, Interstate Commerce Commission 


Orrice oF Director 


Mr. Puituirs. Tell us a little bit about this new position of Man- 
aging Director that Mr. Hamm fills. In creating this new Managing 
Director you show seven positions. Are those additional people, or 
have you taken the people out of other places? 

Mr. Hamm. Those are new people. 

Mr. Puiturrs. Who did the work that you are doing now, or that 
you to do? 

Mr. Hamm. That was Division 1 of the Commission which pre- 
viously handled the administrative work. The Wolf report, as you 
recall, recommended that the administrative work of the Commission 
be taken from the Commissioners and that there be created a division 
to relieve them of that detail. It has been considerable detail. 


Commissioners and their offices__-__................-.-------- 46 50 +4 
Maneaing Director: 
14 16 +2 
Supplies and publications..................-...--..--.-..- 49 49 0 
Total, Managing Director. 122 139 +17 
Secretary: 
7 81 +4 
Accounts and cost 110 +8 
241 252 +11 
Service 42 68 +26 
205 214 +9 
71 78 +7 
20 21 +1 
1, 78 1, 934 +156 
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To handle that the Managing Director’s office has been established 
and some of the administrative sections that were previously under 
the secretary have been put under the Managing Director’s office. 

Mr. Puiuurps. Let us say that the Commissioner gave his time up 
before to some of the duties of the Managing Director’s Office. Was 
there anything in the organization before corresponding to a chief 
Management specialist? 

Mr. Hamm. No. 

Mr. Puiuurres. Was there anything corresponding to a management 
specialist, or three management specialists? 

Mr. Hamma. No. They follow pretty largely the recommendation 
of the Wolf report. 

Mr. Pattuirs. What would the management specialist do in an 
ordinary business, and what would his title be? 

Mr. Hamm. A management engineer, I guess. 

Mr. Puriuips. What is not quite clear to me is that you are not 
setting up an agency or office in the Interstate Commerce Commission 
to manage a railroad, are you? 

Mr. Hamm. No. 

Mr. Puruurps. You are setting this up to manage yourself? 

Mr. Hamm. To manage the Commission, supposedly. 

Mr. Putuurrs. That is correct. You have only 1,900 employees. 
I am trying to get the justification for a Managing Director and a 
chief management specialist and 3 management specialists and 2 
clerical members, a total of 7, in an agency which is not an operating 
agency in any sense. 

Mr. Jonas. Plus consultants at $50 a day. 

Mr. Hamm. Primarily the Wolf report has been accepted by the 
Commission. It involves a considerable reorganization, and in order 
to do that these people are needed to make the studies necessary to 
permit the Commission to make the reorganization. 

Mr. Puriiires. You mean that you are asking us for $58,000 as a 
limited or nonrecurring appropriation? 

Mr. Hamm. Well, certainly some staff will be needed to carry the 
administrative work following the reorganization. 

Mr. Puriuips. But perhaps not seven? 

Mr. Hamm. Maybenot. I donotknow. I donot know how many 
will be needed. 

Mr. Puitires. How many people have been reduced in 1955 as 
compared to 1953 and 1954 in the section of personnel? 

Mr. Hamm. None. 

Mr. Puixurps. You ask for 16? 

Mr. Hamm. The same number. 

Mr. Puttures. How many do you have today? 

Mr. Hamo. Fifteen. 

Mr. Putiutps. Does any of the secretary’s work cover the same 
area, or did it in the past cover the same area as is now covered by 
the Managing Director and his office? 

Mr. Hamm. Some of the administrative detail was in the secretary’s 
office ; ves. 

Mr. Puiuirs. How many less are you asking next year for the 
Secretary? 

Mr. Hamm. None. The same number. They were running behind. 
We were working under backlogs down at the Commission, and we 
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are trying to get those sections brought up to date. We cannot very 
je reduce those people, with their regular work in the secretary’s 
office. 

Mr. Puiuirs. Suppose that we accept that for the secretary’s 
office. Why should we accept it for the section of personnel? I 
mean to say, if you are reorganizing the work, the personnel and the 
things the personnel do, how can you justify the number of people in 
the Personnel Section for the next year as you have for the present 
time when you have added seven people to the Managing Director? 

Mr. Hama. The Managing Director’s office does not have any- 
thing to do with the personnel procedure, or the activity of the current 
day-to-day work that goes on. They are far behind, for instance, in 
= work within the Commission. It takes a staff to do 
that. 

Mr. Puruurps. What do you mean by “‘classification’’? 

Mr. Hamm. Classification of jobs and reclassification of jobs. That 
needs to be done apparently down there. I saw the other day that the 
Interstate Commerce Commission has the lowest average grades of 
several of the other independent agencies. The personnel problem 
is a very serious one. We need replacements. There are retirements 
coming up, and the personnel problem there is a very serious one. 
The morale is down. 

Mr. Putuures. I admit to a little haziness regarding the permanence 
of the duties of the Managing Director and his office. It looks to me 
as if you are doing a reorganization job on the basis of the Wolf report 
and we would not ordinarily expect that to be a continuing job. 

Mr. Hama. We might work ourselves out of a job. 

Mr. Jonnson. You are eminently correct. That is not strictly a 
recurring item. It will be for a year or two. In a year or two the 
Managing Director’s office will decrease. 

Mr. Hamm. We have fewer people than the Welf people recom- 
mended for that office. They suggested that we have management- 
procedure people in our office. That is what these three management 
specialists are. 

Mr. Putuurips. I understand that. I do not understand why you 
have management specialists and management-procedure people on a 
permanent basis. 

Mr. Hamm. As I have said, I do not know whether they will be 
permanent or not. It depends upon how fai we go. There are many 
areas that need to be gone into on procedures. 

Mr. Putuurpes. It is all inside the Commission. 

Mr. Hamm. That is right. 

Mr. Puiuures. You do not go outside the Commission to suggest 
efficiency or anything else to any of the people who come under your 
jurisdiction. 

Mr. Hamm. No. 

Mr. Puturps. This is all internal? 

Mr. Hamm. It is all internal. 


Prorosep CONSOLIDATION OF BurEAU oF Locomotive INsPECTION 
AND Bureau OF SAFETY 


Mr. Pamiars. Who is going to talk to us about combining several 
budgets into one budget? 
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Mr. Jonnson. Commissioner Clarke. 

Mr. Crarke. As Chairman Johnson pointed out, we believe that 
we can increase our efficiency by consolidating the Bureau of Loco- 
motive Inspection and the Bureau of Safety. 

Mr. Puiuirs. Do they deal entirely with railroads? 

Mr. Cuarke. Yes. 

Mr. Puitures. They have no relation to the alleged safety of motor 
carriers? 

Mr. Crarxe. No. These two bureaus have the same general 
objective—to promote the safe operation of trains. 

The Bureau of Locomotive Inspection, under the Boiler Inspection 
Act, is ¢ ed with the responsibility of inspection and enforcement 
of the regulations for the safe operation of locomotives and their 
appurtenances, which include brakes, signal devices, and safety 

he Bureau of Safety, on the other hand, is charged with the re- 
= warmed under several acts, of promoting the safe operation of 

e the entire train, which necessarily includes the locomotive and 
its appurtenances, the brakes, the safety appliances and signal devices. 

r. Purturps. We have had in the past separate inspection em- 
plovees for those two jobs? 

Mr. Crarke. That is right. 

Mr. Puitiurrs. How many on each one? 

Mr. CuarkE. The Bureau of Locomotive Inspection has about 97 
employees, and by the Locomotive Inspection Act we must have at 
least 50 field inspectors. 

The Bureau of Safety has 121 employees altogether, or a total for 
the two of 218. 

Frankly, there is some duplication of effort. However, it cannot 
be completely eliminated until the Locomotive Inspection Act is 
amended. e are proposing such legislation. 

Mr. Puiuurres. How much of an amendment does it require? 

Mr. Cuiarke. It will require practically rewriting the entire Loco- 
motive Inspection Act. That is a piece of legislation that was enacted 
in 1911, when we had about 60,000 or 70,000 steam locomotives. In 
fact, it was called the Boiler Inspection Act. 

Today, as Chairman Johnson pointed out, we have only about 
15,000 steam locomotives left, but with the introduction of diesel 
locomotives there is a need to maintain a high degree of inspection 
of certain new safety appliances that are employed in a diesel loco- 
motive. 

We believe once the Locomotive Inspection Act is amended, if it is, 
that we will be able to completely eliminate the duplication that now 
exists. 

Mr. Paiturrs. Have you done anything to bring this about? 
Have you taken it up with the Interstate and Foreign Commerce 
Committee? 

Mr. Cuarke. Yes, we have. 

Mr. Putuurps. What was the reaction? 

Mr. Crarke. The chairman of the Senate committee was very 
favorable. We have drafted proposed legislation. It has been refer- 
red to the Bureau of the Budget and I believe that they have approved 
it. We will go ahead with it. We recognize that there will be some 
opposition to the enactment of it. 
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Mr. Puiturrs. By whom? 

Mr. Crarke. The railroad brotherhoods. 

Mr. Puiuirs. If it is merely a transfer, then there will not neces- 
sarily be a reduction in the number of employees, is that right? 

Mr. Cuarke. Yes, there would be eventually. However, before 
that could be brought about, the employees that are now concerned 
with one type of inspection would have to go through a training 
period. They have the practical basis to become inspectors of other 
types of safety appliances, but we cannot do that overnight. 


FIELD OFFICES 


Mr. Puturrs. How many field offices do you have in that particular 
Division or Section of your work? How many field offices does the 
Interstate Commerce Commission have altogether? 

Mr. Hamma. There are 77 field offices. They are largely motor 
carrier field offices. 

Mr. Puitiurps. Can you break them down for us? 

Mr. Hamm. There are 77 motor carrier field offices. Safety in- 
spection people work very largely out of their homes. 

Mr. Puiturps. Do you mean that you have 77 offices for the in- 
spection of motor carriers alone? 

Mr. Hamm. Not inspection field offices. 

Mr. Puitirrs. How many employees are engaged in all of the in- 
spection work for motor carriers? 

Mr. Hamm. 248. 

Mr. Tuomas. That is in the field only? 

Mr. Puiures. But the figure of 77 represents the field offices only. 

ees go back to the locomotives. Do you have any field offices 
there? 

Mr. Hamm. There are 56 men on locomotive inspection work now. 
They are not all in offices. They are working out of their homes. 
The Bureau of Service has 21. 

Mr. Taytor. There are 26. 

Puiuurrs. Twenty-one are inspectors, and what are the other 
ve 

Mr. Taytor. They are all inspectors. There are five located away 
from the regional headquarters. 

Mr. Hamm. There are 33 district headquarters for locomotive in- 
spectors and 21 for the Bureau of Service. It is the Bureau of Safety’s 
people who work out of their homes rather than the locomotive in- 
spectors. I was wrong a moment ago. 

We also have some more field people. We have 11 district head- 
quarters for valuation. 

Mr. Cxiarxe. Do you want any further statement on the con- 
solidation? 

Mr. Hamm. Accounts and Cost-Finding has three. 

Mr. Puiturrs. These are offices that you are giving me? 

Mr. Hamm. District headquarters. 

I will have to get information as to where they are consolidated 
within cities. In some cities they are consolidated, the offices. That 
is the important thing. 

Mr. Puiurrs. That would be a good idea. 


\ 
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Will you furnish the committee a list at this point for the record 
which will show the location of all your offices and the work that is 
performed in those offices and the number of employees in each? 

Mr. Hamm. We are trying to consolidate those in the various cities 
where we can. 

Mr. Puitiips. We will be glad to help you. 

Mr. Hamm. It will take a little time sometimes because it takes 
time to close up a lease. The GSA takes a little time. 

(The information requested above is as follows:) 


Number of field employees as of Dec 31, 1953 


City and State 


Birmingham, Ala 
Mobile, 

Phoenix, Ariz 

Little Rock, Ark_.____- 
Los Angeles, Calif.....- 
Oakland, Calif 

San Francisco, 
Denver, Colo 
Hartford, Conn 
Jacksonville, Fla 
Tampa, Fla 

Atlanta, Ga 

Boise, Idaho 


Springfield, I 

Ft. Wayne, Ind 
Indianapolis, Ind 
Des Moines, Iowa_ 
Sioux City, Iowa.. 
Davenport, lowa.. 


—— 


3 


2 
2 
2 
7 
3 
2 
2 


Lexington, Ky 
Louisville, Ky 
Monroe, 

New Orleans, La 
Shreveport, a 
Portland, Maine 
Baltimore, Md 


wae 


Boston, } 
Springfield, Mass 
Detroit, 


Duluth, Minn 
Minneapolis, obs 
St. Min 


Mex.. 


New Y ork City, N.Y... 
Syracuse, N. 

arlotte, N. 

Rale 


Fargo, N. Dak 
Akron, Ohio 


Cleveland, Ohio. 
Columbus, 
‘Toledo, O 


orm 


bats 
A carriers| Loco- 
Motor | Servy-|Valu-| and | motive 
‘ding Inq Lew earriers| ice | ation Safety | Total 
warders 
Se. 1 8 1 2 1 
2 1 1 1 1 3 
Chica Tl = 6 2 1 10 4 3 1 4 6 | 
St. Louis, Mo san gue  ienalntedinanest 1 2 2 2 3 3 
6 2 1 12 2 3 
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Number of field employees as of Dec 31, 1953—Continued 


City and State st | Inquiry 


Oklahoma City, Okla_- 


Pierre, 8. 
Knoxville, Tenn 


= 


~ 


Wheeling, W. Va 
Madison, Wis 
Milwaukee, Wis_____- 
Washington, D. C 


The Interstate Commerce Commission has field offices located in 82 cities, including the District of Co- 


lumbia. In 61 of these cities the Commission’s offices are located in 1 building, and in 21 cities the offices are 
located in 47 different buildings, making a total of 108 buildings in 82 cities in which the Commission’s field 
offices are located. It is and has been the Commission’s purpose to consolidate into 1 building all offices 
located in the same city, when the General Services Administration can make —— space available for 
this purpose. The field employees of the Bureau of Safety and 1 employee of the Bureau of Accounts and 
Cost Finding are not located in offices as these employees work out of their homes. 


WORK OF THE INSPECTORS 


Mr. Puiturps. Now, you have 97 employees in locomotive inspec- 
tion and 121 in the Bureau of Safety. Will you distinguish between 
the work of the inspectors? 

Mr. Cuarke. Of the 97 assigned to the Bureau of Locomotive 
Inspection, 56 at the present time are field inspectors. Their work 
‘is concerned with the inspection of locomotives and their appurte- 
nances. 

Mr. Puruurrs. What do the other 41 do? 

Mr. Crarke. They are located here in headquarters. Some of 
them are engineers and specialists that examine new devices. They 
also work on revision of rules and regulations and accidents and inves- 
tigations and certain other general things. 

Mr. Purtures. Does that not seem to be a rather odd proportion, 
56 in the field and 41 in the office? Would they not do more good 
checking in the field? 

Mr. Crarke. After the information is gathered in the field, steps 
have to be taken to put the findings into effect. In other words, 
they have to contact the railroad management. They have to take 
care of the enforcement of the act as distinguished from inspection. 

Mr. Puiturrs. The new management division can look into the 44 
employees. 


carriers 
Accounts Law | Motor |Serv-|Valu-| and | motive! catty | Total 
‘din carriers! ice | ation | freight | inspec- y 
8 for- | tion 
warders 
Portland, 1 _ 7 3 3 16 
Philadelphia, 1 8 1 3 1 17 
Salt Lake City, 1 6 1 1 
. 4 2 eed | 2 1 1 1 2 5 
Grand total...... “| 10 10 | m1 | 35| 17 8 = 
\ 
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Mr. CiarKke. Excuse me. I find that the 56 field inspectors have 
with them 20 clerks, so that number in the Washington office would 
be reduced by 20. 

Mr. Purturrs. How about the 121? 

Mr. Crarke. They are in the Bureau of Safety. 

Mr. Purturps. That is all train safety? 

Mr. Ciarke. The Bureau of Safety involves the entire train. 

Mr. Pururrs. We are still on the railroad? 

1 Ciarke. Yes, 92 of the 121 in the Bureau of Safety are in the 
eld. 

Mr. Putuurrs. Of the 92 that are in the field, are they all inspectors, 
or are some of them clerks? 

» Mr. Crarke. I do not believe we have any of our clerks in the 
field in the Bureau of Safety. All 92 are inspectors. 

Mr. Puiturps. How do you pick out these people? How do you 
get an inspector for railroad inspection? 

Mr. Tuomas. Boiler inspection and safety inspection? 

Mr. Ciarke. They are selected after a competitive civil-service 
examination. To qualify to take the examination they have to have 
a certain number of years of practical railroad experience. 

Mr. Purwuips. A civil-service examination is given which proves 
their background? Is the top person the one selected, or is it cus- 
tomary to take one out of the top two or three? 

Mr. Cuiarke. No. They pick the top man. 

Mr. Puiurrs. He is the one if he passes. 

Mr. Ciarke. With the exception of certain veteran preferences. 
There are certain sections of the civil-service act that would cause 
someone else to be selected. 

Mr. Puiturrs. Which raises a question in my mind as to your 
statement a while ago that the objection to this would be from the 
unions. What have the unions to do with it if this is a civil-service 
position that is filled by examination? 

Mr. Criarke. As far as the field personnel is concerned, they would 
not have any objection. They would have no objection so long as 
the overall standards were maintained. Their principal objection 
will come in the elimination of positions of Director of Locomotive 
Inspection and the two Assistant Directors, which positions are now 
filled by presidential appointment. 

Mr. Puiturrs. They are not union men? 

Mr. Cuarke. Yes, they are. 

Mr. Puttutrs. They must be? 

Mr. Cuarke. They always have been. 

Mr. Tuomas. You do not mean railroad brotherhood men? 

Mr. Crarke. Yes. 

Mr. Puiturps. He means that the railroad brotherhoods would 
raise an objection to this consolidation on the basis of efficiency 
because it might reduce the number of employees in the Interstate 
Commerce Commission. [ 

Mr. Crarke. Right. 

Mr. Tuomas. In the two bureaus under consideration. 

Mr. Manarriz. May I offer an observation on that? 

Mr. Puiiirps. Yes. What we are talking about is the consolidation 
of bureaus which more or less normally would lead to a reduction in 
the number of chiefs as compared to the number of Indians. 
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Mr. Manarriz. I have had no communication from any of the 
brotherhoods in regard to it, but I would anticipate that the brother- 
hoods might interest themselves in the thing, particularly because 
these two aets are proud achievements of the railroad brotherhoods. 

Initially, locomotive inspection was brought about by high casual- 
ties among railroad employees caused by boiler explosions. 

Mr. Puituips. I think that the brotherhoods deserve a great deal 
of credit, but I still question in my mind whether the brotherhoods 
would still stick to something, the necessity for which has changed 
as the result of changes in the types of locomotives and trains we use. 
I do not think that they Ara insist upon keeping certain positions 
merely because so many years ago those positions were created. 

Mr. Manarriz. I do not mean that they would insist on that, but 
my suggestion was they would take very great interest in any change 
that might affect those bureaus. They might consider it aotiably 
would decrease the importance of the bureaus to consolidate them. 

Mr. Crarke. We may be unduly apprehensive about it. There are 
some indications they will oppose any change. 

Mr. Puruurrs. By a consolidation of that kind how many positions 
would you reduce that are in your two separate services? 

Mr. Crarke. None as far as the first year is concerned, because 
that would be a period of training. 

Mr. Puruurps. Subsequently? 

Mr. Criarke. I vod hesitate to guess, but there could be some 
substantial saving. 

Mr. Puituips. You have a natural attrition in the job. What is 
your turnover in that job? 


Mr. Ciarke. We are immediately reducing the number of locomo- 
tive inspectors to the statutory limit of 50, which is a reduction of 8, 
I believe, from the current fiscal year. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Puiuuips. The clerk will be authorized to put into the record 
at this point as many of the justification pages as are necessary. 
(The justifications are as follows:) 


JUSTIFICATION FOR APPROPRIATION FOR THE Fiscat YEAR ENpING JUNE 30, 1955 


The estimate tor appropriation for the Interstate Commerce Commission for 
the fiscal vear 1955 is $11,500,000. fhe budget for 1955 provides 1 appropriation 
for this Commission in lieu of the 3 existing appropriations. The following state- 
ment shows a comparison of the amounts appropriated for current fiscal year 
under the 3 existing appropriations with the amount included in the 1955 budget 
8 a Commission under 1 appropriation, and tne increase recommended for 


Fiscal year 


Appropriation title 
1954 appro- | 1955 budget 
estimate 


_____| Increase rec- 
ommended 
for 1955 

11, 284, 000 11, 500, 000 $216, 000 
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The estimate for the new appropriation title, ‘Salaries and expenses, Interstate 
Commerce Commission,” provides for all the activities performed by the Inter- 
state Commerce Commission. It will permit better utilization or employees 
assigned to railroad safety and car service activities. Consolidation of the 3 
existing appropriations into 1 appropriation is one of the recommendations in 
the report of the Wolf Management Engineering Co. 

Complete interchangeability of locomotive inspectors and other field employees 
will not be possible until amendments are obtained to the Interstate Commerce 
Act and the Locomotive Inspection Act. However, the 1955 budget provides 
for the reduction of locomotive inspectors to the statutory limitation of 50, or 
8 less than the 58 allocated for 1954. These eight field itions will be trans- 
ferred to the field force of the Bureau of Service to somewhat mitigate the reduc- 
tion in that Bureau’s field operation due to the discontinuance of the working 
fund provided by tre Defense Transport Administration. 

An increase of $216,000 is recommended for 1955 over the combined appro- 
priations for 1954. This increase is needed mainly to provide for the full-year 
costs of the new positions authorized in the appropriation ‘‘General expenses’’ 
for the current year. 

The total amount appropriated for the current fiscal year for the 3 existing 
appropriations permits the Commission to increase its employment of 1,778 on 
July 1, 1953, to a total of 1,926 on June 30, 1954. In view of the time required to 
recruit and select these new employees, it is estimated that during the current 
fiscal year they will be in service for only three-fourths of the year. Of the increase 
recommended for 1955 a total of $169,120 is needed to pay the full-year costs of 
the additional employees recruited during the current fiscal year. 

The budget allowance for 1955 also provides for an increase of $22,680 in the 
limitation for travel, $19,200 for the replacement of 16 additional automobiles, 
and $5,000 for the full-year costs of penalty mail. 

The funds provided under the budget estimate for 1955 are absolutely necessary 
in order that the Commission may maintain in 1955 the level of employment 
authorized by the current appropriation. The legislative history of the First 
Independent Offices Appropriation Act, 1954, with respect to this Commission 
evidences the intent of the several committees of the Congress that the reorgani- 
zation of the Commission in line with the recommendations in the report of the 
Wolf Management Engineering Co. should be initiated without delay. The first 
step, recommended in the report was the appointment of a managing director 
which was accomplished on August 26, 1953. Intensive studies are under way 
with respect to other recommendations in the report. However, one of the fore- 
most observations made by the Wolf group was that additional appropriations 
were needed by the Commission in order to dispose of the large backlog of work 
and to implement the recommendations included in the report. 

Therefore, to provide for the minimum essential services for the administration 
of the provisions of the Interstate Commerce Act and related acts to the end of 
developing, coordinating, and preserving a national transportation system ade- 

uate to meet the needs of the commerce of the United States in the interest of 
the common welfare and common defense, and to continue unhampered the 
Commission’s efforts to carry out the reorganization plan, the appropriation 
recommended for 1955 should be approved. 


ESTIMATED OBLIGATIONS 


The estimated obligations under this appropriation for the fiscal year 1955 total 
$11,554,229, and compares with estimated obligations for 1954 of $11,304,000. 
These figures include amounts to be received from other agencies for services to 
be performed and from the sale of automobiles for replacement, as follows: 
1955: 

Total estimated obligations 
Less reimbursements 


1954 


Total estimated obligations 
Less reimbursements 


Total appropriation 
Increase, 1955 over 1954 


To be Approprinted. 11, 500,000 
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Personal services 

The estimated obligations for personal services for the fiscal year 1955 is 
$10,426,028 and will provide a maximum of 1,934 positions, as compared with 
estimate of obligations during the current fiscal year of $10,225,879 and a maxi- 
mum of 1,926 positions, and represents an increase of $200,149 and 8 positions. 

The additional eight positions shown for 1955 represent the amount of time the 
Commission’s field employees will devote to performing liaison work for the 
Defense Transport Administration in connection with its civil defense responsi- 
bilities. The estimated obligations for 1955 include $50,000 for which the DTA 
will reimburse the Commission for this service. 


Other objects 


Estimated obligations in the fiscal year 1955 for objects other than personal 
services total $1,128,201 which compares with estimated obligations for such 
objects during 1954 of $1,078,121 or an increase of $50,080. Of this increase 
$22,680 is needed to increase the amount of travel which must be performed in 
connection with hearings and attendance at court, outside of the District of 
Columbia and for inspections and investigations performed by the field forces, 
$22,400 will be obligated to replace 16 more automobiles in 1955 than the 4 
authorized for 1954, and $5,000 is needed to pay in 1955 the full year’s cost of 
penalty mail. 


tad 


| 


= 


RESE| | 8283 


or 


| 


Buypuyy pue syunoooy 


POT] 
-qng pu sayddng jo 
Jo 


PUB JoBpNg 


jo 


Se] [BUOSIOg 


10 neemng 


suorjounf pup sz2alqo fiq ogg] yoosy ay) sof suoynbygo fo hanwung 


520 
S388 882 828258 | E882 
| 8] 8882 2/8] 
| 
a 
g | 2888 8/8) 288) | 
3833 Bigg 
§<0 


622 10z ‘get ‘ ‘ 


uoyjonpoidey puv 


81g 


521 
#2 233| 
Si 
88 
| 
85 it 
“TE | 
| 
| 
| 
tig! 
i 
Bess 


522 


APPROPRIATION—SALARIES AND EXPENSES, OpsecTS OTHER THAN PERSONAL 
SERVICES 


GENERAL 


Estimated obligations in the fiscal year 1955 for objects other than personal 
services total $1,128,201 which compares with estimated obligations for such 
objects during 1954 of $1,078,121 or an increase of $50,080. Of this increase, 
$22,680 is needed to increase the amount of travel which must be performed in 
connection with hearings and attendance at court, outside of the District of 
Columbia and for inspections and investigations performed by the field forces, 
$22,400 will be obligated to replace 16 more automobiles in 1955 than the 4 
authorized for 1954, and $5,000 is needed to pay in 1955 the full year’s cost of 
penalty mail. 

During the current fiscal year as in the past the Commission has permitted 
expenditures of funds only for the most essential services. Every effort has been 
made to secure maximum economy in operation. Hearings, so far as possible, were 
set in Washington, D. C., to avoid per diem and transportation costs. When 
appropriate, special rules were prescribed in larger proceedings providing for 
prehearing exchange of exhibits by the parties, to eliminate oral hearing time and 
reduce the costs for official reporting. Long-distance telephone calls and use of 
telegrams are being authorized only in instances where communication by mail 
would not serve the purpose. Purchase of office supplies, equipment, and print- 
ing and binding are being made only to the extent of meeting minimum require- 
ments. 

TRAVEL 


The $550,000 requested under this heading represents an increase of $22,680 
over the limitation of $527,320 as included in the First Independent Offices Appro- 
priation Act for the fiscal year 1954. 

During the current fiscal year because of the limited amount available for 
travel, it has been necessary to curtail the number of investigations of alleged 
violations and unlawful practices of carriers. The restriction on the amount 
available for travel is seriously hampering the Commission’s ability to administer 
the provisions of the Interstate Commerce Act and related acts. 

Failure of carriers to observe the specific obligations imposed by the Interstate 
Commerce Act is unfair and destructive to competing carriers, shippers, and to the 
general public in the resulting rebates, concessions, and discriminations of varied 
character. It is absolutely necessary that our field force of special agents, district 
supervisors, accountants, safety inspectors, and service agents have sufficient 
travel funds to conduct investigations and examinations of carriers’ practices and 
records, to discover and take appropriate action of the serious and harmful viola- 
tions. The greater the possibility of discovering and dealing with violations, the 
less the temptation to deviate from published tariffs or to commit other infractions 
ef the act. The benefits to carriers, shippers, and the public resulting from a more 
vigorous and expanded program of investigation and remedial action is large in 
comparison with the cost. 

Inspection work performed by the field staffs of the Bureaus of Safety and 
Locomotive Inspection must be done throughout the inspectors’ respective 
territories, and investigations must be made of all complaints and accidents 
which take them to all parts of their territories. If adequate funds are not avail- 
able for travel expenses, complaints are not investigated promptly and necessary 
inspections are not made currently, thereby allowing illegal conditions and prac- 
tices to be continued for excessive periods of time, with consequent increased 
hazards of death or injury to railroad employees and passengers. 


TRANSPORTATION OF THINGS 


The $5,850 requested under this heading is the same as the estimated obligations 
for the current fiscal year and is requested to provide for normally recurring 
costs incident to shipments of supplies and equipment to field offices; also for the 
transportation of household goods of employees whose official headquarters are 
changed at the request and for the benefit of the Commission. 


COMMUNICATION SERVICES 


The $54,200 requested under this heading is the same as the estimated obli- 
gations for the current fiscal year and is $1,738 less than the actual obligations 
incurred for the fiscal year 1953. The $54,200 requested includes regular basic 
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charges, as well as long-distance telephone calls and telegrams for the departmental 
and field services. 
PENALTY MAIL 


The estimate of $45,000 requested under this heading represents an increase of 
$5,000 over the estimated obligations of $40,000 for the current fiscal year. The 
increase of $5,000 is needed to place on an annual basis the cost of postage and 
mail matter based on prices established by the Postmaster General in order No. 
55,348 dated August 31, 1953, issued pursuant to Public Law 286, 83d Congress 
approved August 15, 1953. 


RENTS AND UTILITY SERVICES 


The estimate of $51,000 requested under this heading is the same as the esti- 
mated obligations for the current fiscal year. The $51,000 requested is for the 
cost of rental of punching, sorting, and tabulating equipment used in compiling 
statistical information, for the use of the Commission, concerning carriers under 
the jurisdiction of the Commission. 


OTHER CONTRACTUAL SERVICES 


The estimate of $83,300 requested under this heading is the same as the esti- 
mated obligations for the current fiscal year and is $17,002 less than the actual 
obligations incurred during the fiscal year 1953. The decrease of $17,002, as 
compared with the fiscal year 1953, results primarily from the Commission 
obtaining a contract for stenographic reporting services outside of Washington, 
D. C., at 15 cents per page for the fiscal year 1954, as compared with 22 cents 
per page for fiscal vear 1953, The $83,300 requested for 1955 covers the cost 
of stenographic reporting services of hearings held outside of the District of 
Columbia ($37,809); storage and maintenance of the 132 automobiles assigned 
to the Bureau of Motor Carriers, Field Section ($35,008); and for the repairs 
to office furniture, equipment and office alterations ($10,483). 


SUPPLIES AND MATERIALS 


The estimate of $116,300 requested under this heading is the same as the 
estimated obligations for the current fiscal year and is $6,478 less than the actual 
obligations incurred for the fiscal year 1953. The $116,300 requested for 1955 
provides $91,408 for the cost of common use items of office supplies to be stocked 
for reissue and tor supplies and materials for the duplicating plant, and $24,892 
for gasoline, oil, anc ther supplies necessary for operation of 132 automobiles. 


EQUIPMENT 


The estimate of $40,476 requested under this heading represents an increase 
of $22,400 over the $18,076 available for the fiscal year 1954. Of the estimate of 
$40,476 for the fiscal year 1955, $28,000 is for the replacement of 20 automobiles 
which are over 6 years old or have mileage in excess of 60,000 miles. The remain- 
ing $12,476 is requested primarily for the replacement of office machines and 
equipment which because of advanced age require excessive expenditures for 
maintenance and repair. 


TAXES AND ASSESSMENTS 


The $7,075 requested under this heading is the same as the estimated obliga- 
tions for the current fiscal year and represents the Federal “Government's con- 
tribution for employees subject to the Social Security Act Amendments of 1950. 


PRINTING AND REPRODUCTION 


The estimate of $175,000 requested under this heading is the same as the esti- 
mated obligations for the current fiscal year. During the fiscal year 1953 print- 
ing items, such as 2 bound volumes of reports and orders, and 1 volume of Inter- 
state Commerce Acts Annotated and numerous small jobs had to be postponed 
because of the limited appropriation. The $175,000 available for 1954 is insuffi- 
cient to provide for the printing and binding of the 1954 items and it is expected 
that the backlog of printing will increase to $21,000 by the end of 1954, Of the 
$175,000 requested for 1955, $12,000 is needed for the printing of annual report 
forms to be furnished the States for which the Federal Government will be reim- 
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bursed; however, these funds are to be deposited to miscellaneous receipts in the 
Treasury and will not be available to the Commission for obligation. 


Bureau or Locomotive InsPectIon 


Mr. Puiurps. Now we will turn to page 91 of the justifications. 
We will insert in the record at this point pages 133 through 137 
relating to the Bureau of Safety and pages 91 through 94 relating 
to the Bureau of Locomotive Inspection. 

(The information follows:) 


Bureau oF SAFETY 


The major objectives of the Bureau of Safety are the enforcement of the Safet 
Appliance Acts, the Ash Pan Act, Hours of Service Act, Accident Reports, Block 
Signal Resolution, section 25 of the Interstate Commerce Act, the Sundry Civil 
Appropriation Act of 1908 relating to investigation of safety appliances or syvs- 
tems intended to promote the safety of railway operation, and the examination 
of the construction of all mail cars used on any railroad in the United States and 
to make report thereon, a copy of which shall be transmitted to the Postmaster 
General, and the Medals of Honor Act. 


Comparison of 1955 budget with 1954 appropriation 


Positions de 


123 $171, 833 
123 799, 171, 833 


The 123 positions provided in the 1955 budget estimate for this Bureau are 
separated by categories as follows: 


Department Total 


Director and Assistant Director 2 
Attorney ............- 3 
Chief of section _. 

Engineers... 6 
Safety inspectors 
Clerk, typists, and 15 


Total 30 


The principal function of this Bureau consists of inspections and investigations 
on railroads throughout the country, and involves considerable travel. The 
amount of $163,050 provided in the 1955 budget for travel for this Bureau will 
provide an average of 112 per diem days for 90 inspectors to devote to fieldwork 
and a total of about 586 travel days for 3 inspectors and the 15 departmental 
jose pes few who are required to travel occasionally, also $67,050 for transportation 
and miscellaneous travel expenses. 

The three groups of inspectors; namely, safety appliance, hours of service, and 
railway signaling and train control, inspect railroad equipment and installations, 
investigate railroad accidents, make special investigations, and attend court in 
the prosecution of suits against railroads for violation of railroad safety laws. 
For these purposes, field employees must travel to all parts of their territories, 
and be in per diem status for varying periods, often 2 or 3 consecutive weeks. 

Inspection work must be done throughout the inspectors’ respective territories, 
and complaints and accidents taking them to all parts of their territories. must be 
investigated. The limitation of travel funds in the present and the past 3 fiscal 
years has made it necessary to delay some of the work such as investigation of 
complaints and the investigation of signal applications, and to reduce the number 
of inspections of equipment and installations. If complaints are not investigated 
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promptly and necessary inspections are not made currently, illegal conditions 
and practices may be continued for excessive periods of time, with consequent 
increased hazards of death or injury to railroad employees and passengers. If 
signal applications are not investigated promptly, railroads are often handicapped 
in making necessary modifications and improvements and the realization of the 
beneficial safety features covered bv the applications is unduly delayed. 

>» During the fiscal years 1954 and 1955 the travel allowances will require con- 
tinued curtailment of fieldwork involving travel and as a result increasing numbers 
of complaints of violations of safety laws are anticipated. 

The following statements show the work performed by the Bureau of Safety 
during the fiscal years 1951, 1952, and 1953, and the estimated workloads for the 
fiscal years 1954 and 1955: 

Safety appliances 


of 
prosecutions 
Freight Loco Total units filed 


Counts 


1953... 


Hours of service 


Number of 
filed 


Hours of Instances of 
service reports | excess service 
tabulated reported 


Suits Counts 


Accident investigation 


Number of | Number of 
Fiseal year accidents | accidents in- 
reported vestigated 


Number 
Pending at 
end of year 


Fiscal year 
spected spected spected Inspected 

Suits | 7 

31, 584 12, 573 1, 200, 565 144 44 

| anata iach 1, 195, 675 29, 079 18, 184 1, 227. 988 145 472 

38, 115 14, 303 1, 306, 008 113 376 

39,000 15, 000 1, 314,090 175 500 

39. 000 15, 000 1, 314, 000 175 500 

Fiscal year a 

se 7,929 9, 519 6 17 

7.717 8, 592 7 26 

7. 692 6, 506 1 9 

7, 700 7, 000 5 30 

Medals of honor applications 
Number 
Fiscal year Neer acted 
upon 

| 
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Signals and train control 


The following statement shows the signal and train-control applications re- 
ceived, and the signal and train-control inspections made for the fiscal years 
1951, 1952, and 1953, and estimates for 1954 and 1955: 


8 and d Number 
n control 
applications 


Summary of field work, all sections 


The following table shows the number of days worked by our field men in the 
various classes of work for the fiscal years 1950 to 1953, inclusive: 


1951 


Regular inspections 15, 151 
Procuring evidence of violations 1, 181 
Evidence in court 59 
Investigation of accidents all 1, 538 
Investigation of Tye for approval of signal changes 1,176 
Special investigations 669 


Bureau or Locomorive INSPECTION 


The Bureau of Locomotive Inspection is charged with enforcement of the 
Locomotive Inspection Act enacted to promote the safety of employees and 
travelers upon railroads by making it unlawful for any carrier to use or permit 
to be used on its line any locomotive unless the locomotive and all parts and 
appurtenances thereunto appertaining have been inspected as required are in 
proper condition safe to operate and comply with the approved rules and regula- 
tions established under the act. The primary duty of the Director of Locomotive 
Inspection acting through the authorized inspection, technical and administra- 
tive force, is to determine that required inspections of locomotives are made by 
the carriers; that defects disclosed by these inspections are repaired before any 
locomotive is returned to service; that general design, construction, and repair 
practices comply with the requirements and promote maximum safety in order 
that accidents and casualties be minimized and unnecessary hazards be eliminated. 


Comparison of 1955 budget with 1954 appropriation 


Personal Other 
Positions | services obiects 


$534, 292 $112, 808 $647, 100 
589, 162 118, 338 707, 500 


54, 870 5, 530 60, 400 


The 1955 budget provides a reduction for this bureau of $60,400 and a decrease 
of 8 in the field staff of 58 locomotive inspectors as allocated for 1954, to the 
statutory limitation of 50. These eight field. sitions will be transferred to the 
field force of the Bureau of Service to offset the reduction in that Bureau’s field 
force due to discontinuance of the working fund provided by the Defense Transport 
Administration. 


Fiscal year 
= Suits Counts 
646 4,454 0 0 
534 4, 162 6 30 
606 3, 744 1 10 
650 4, 500 5 30 
Feiieteabanicchsnécviausendupeniveieniine 650 4, 500 5 30 
1950 || 1952 1953 
14, 292 14, 913 
1, 069 872 
156 42 
1, 436 1,211 
1,054 1, 447 
1, 104 565 
| | 
Total 
Fiscal year: 
Decrease, 1965 under 1984... 
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The 94 positions provided in the 1955 budget estimates for this bureau are 
separated by categories as follows: 


Depart- 
mental 


Locomotive inspectors 
Clerk typists and stenographers 


Transition from the use of steam locomotives to locomotives propelled by power 
other than steam, principally of the diesel-electric type, is continuing without 
abatement upon railroads operating in interstate commerce. The number of 
steam locomotives for which reports were filed as of June 30, 1953, was 16,715 
and the number of locomotives other than steam was 25,314. 

In connection with extension of use of diesel-electric locomotives the Bureau 
of Locomotive Inspection has been faced with the problem of proper enforcement 
of the requirements of the Locomotive Inspection Act in the absence of properly 
applicable rules and regulations. For some time consideration has been given 
to revision of rules and instructions for inspection and testing of locomotives other 
than steam and their appurtenances prescribed by order of the Commission en- 
tered December 14, 1925, in order that they may be extended and made fully 
applicable to diesel-electric, turboelectric and other self-propelled types of loco- 
motives. 

At present, in many hazardous situations, reliance must be placed upon the 
general responsibility established under section 2 of the act rather than upon 
specific rules establishing standards of condition. This situation has created an 
area of uncertainty which has confused the railroads and has adversely affected 
administration of the act. Formulation of comprehensive rules and regulations 
by the Director of Locomotive Inspection for the subject locomotives has been 
underway for some time, and it is expected that within the next few months such 
proposed revisions will be presented to the Commission for approval. Proper 
enforcement of the revised and approved rules by the authorized force of inspec- 
tors will promote the cause of locomotive safety, permit the Bureau to operate 
efficiently and accomplish the objective of the act. 

The following table shows the number of accidents and casualties caused by 
defective locomotives of all types during the last 3 fiscal years and those antici- 
pated during fiscal years 1954 and 1955. The number of casualties in 1951 was 
unusually high due to a derailment caused by a broken wheel which resulted in 
73 injuries. Because of corrective action taken by the Bureau there has not been 
a repetition of this serious accident. 


Fiseal year 


Actual Estimated 


All locomotives 
1952 1954 1955 


Num-| index Num- | tndex Index 


ber ber 


84 210 95 210 95 
63 220 70 220 70 


The introduction of the diesel-electric locomotives has improved the accident 
rate. However as this power becomes older, increased vigilance on the part of 
of the inspectors will be necessary. 


41872—54—pt. 1——-34 


| | | | Field | Total 

| 
Accidents, 221 100 196 89 185 
315 100 207 66 197 
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WORKLOAD STATISTICS 


Workload statistics shown in the following table cover the main work of the 
field forces for the fiscal years 1951 to 1953, inclusive, and estimates for the fiscal 
years 1954 and 1955. 


Fiscal years 


Locomotives for which reports were filed 

Number of locomotives inspected. -_...............- 
Number of locomotives found defective 

Percentage inspected found defective... 

Number ordered out of service 

Number of defects found 


4 Estimate. 


Other activities of the field force, of equal importance but of less volume, 
comprise investigation of accidents, the extent of which varies with the nature 
of the accident, also inspections in connection with applications filed by the 
railroads for extensions of time between thorough inspections of certain parts as 
provided in the rules and regulations; these inspections are necessary on the part 
of the bureau to determine the actual physical condition of the parts involved 
in order that extensions may be granted only in instances where investigation 
indicates undue danger to life or limb will not result. 


EXPLANATION OF TRAVEL EXPENSE 


The amounts included in the items of travel and per diem which comprise the 
travel expense of the Bureau represent the sum necessary for compliance with 
section 6 of the Locomotive Inspection Act which in part requires that each 
inspector visit at frecuent intervals the railroad facilities in his district, make 
personal inspection of locomotives assigned thereto in order to determine the 
degree of compliance with the law and rules. The efficiency of the Bureau is 
thus related to the actual time inspectors can devote to the performance of their 
normal activities at the numerous railroad terminals in their respective districts. 
The following tabulation shows the number of working days each inspector 
devoted or will devote to fieldwork throughout his district: 


Fiscal year 


Allotted per diem: 


$66, 
$1. 
$65. 
7, 


Mr. Putturrs. You show in 1955, 94 positions in the Bureau of 
Locomotive Inspection as compared to 102 this year, which is a re- 
duction of 8—the 8 you were speaking of? 

Mr. Ciarke. Yes. 

Mr. Parties. Do you have to have legislation to do that? 

Mr. CiarKke. No; not to make that reduction. 

Mr. Puiturrs. To make a further reduction? 

Mr. Cuiarke. Yes, particularly at the supervisory level. 

Right now, for these 2 bureaus, we have 2 directors and 3 assistant 
directors. If the act is amended, we believe we could get along with 
1 director instead of 2, and 1 assistant director instead of 3. 


Reports and inspections Actual Estimated 
| | tom | 
45, 915 42, 906 42,029 41, 750 41, 500 
115, 061 110, 483 | 104,051 192, 000 102, 000 
12, 370 12. 321 10, 157 10, 200 10, 200 
10.75 11.15 9. 76 10 10 
614 505 281 275 275 
46, 592 41,351 | 129,600 29, 000 29, 000 
rT 1947 1951 1952 1953 1954 1955 
To B 890 | $70,725 $67, 920 
To | $3,006 | $2,634 438 | $1,500| $4,340 
To inspectors... $75,477 | $89,565 | $89, 612 452 | $66,130 | $63,580 
Number of inspectors per diem days. ....| 12, 579 11, 677 11, 594 426 7, 348 6, 761 
Number of inspector man-years simaes 61.4 64.3 61 59.3 57 50 
Days per inspector devoted to fieldwork 
arters when wor! not usually per- 
205 182 190 125 129 133 
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Mr. Puiturrs. Are there any other combinations? You want to 
ut all this money into one pocketbook and not show these as separate 
items in your budget? 

Mr. Ciarke. That is right. We can partially merge these bureaus 
right away, or fairly soon, even without a change in law—at least in 
the administrative end of it. That is under study by Mr. Hamm’s 
staff at the present time. 

Mr. Hamm. They would be shown as separate sections, Mr. Chair- 
man, although the appropriation would be one. 

Mr. Puiuuips. Is there anyone on the committee who would like 
to ask the Commissioner questions about this consolidation of the 
railroad services? 

Bureau or Service 


Mr. Patturrs. We will now take up the Bureau of Service, appearing 
on page 138 of the justifications and insert the pages of the justification 
relating to this subject in the record at this point. 

(The matter is as follows:) 


BuREAU OF SERVICE 


This Bureau administers the provisions of section I, paragraphs 10 to 17 (a), 
inclusive, of the Interstate Commerce Act which comprise the car service provi- 
sions and the emergency powers of the Commission with respect to car service. It 
prepares regulations and emergency orders for the packaging and transportation 
of explosives and other oe articles by rail, highway, and water, and polices 
their movement by rail. he policing of these orders is done by a field force of 
service agents who work directly with individual railroads and industries in han- 
dling problems related to the movement of traffic. 


Comparison of 1955 budget with 1954 appropriation 


Personal Other 


Positions services objects 


Total 


68 $409, 839 $48, 287 $458, 126 
56 316, 536 39, 952 356, 488 


12 93, 303 8, 335 101, 638 


Of the increase of $93,303 for personal services, $49,720 represents a transfer 
of 8 positions from the Bureau of Locomotive Inspection, $28,160 represents the 
cost of performing liaison work for the Defense Transport Administration in 
connection with its civil defense responsibilities, and $15,423 is needed to pay the 
full-year cost in 1955 for the 14 additional positions authorized by the 1954 
appropriation over the employment of 42 on July 1, 1953. 

he increase of $8,335 for other objects is needed to permit the additional 
service agents to perform the necessary travel in handling problems concerning 
the proper movement of traffic and car service. 

The 68 positions provided by the 1955 budget estimate for this Bureau are 
separated by categories as follows: 


Director and assistant director 
Assistant to director 
Administrative assistant... 
Explosives agents. 

rvice agents 
Clerks, typists, and messengers 


Increase, 1955 over 1954_- 
Depart- 

Field Total 
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Since the fiscal year 1951, the staff of this Bureau payable from the Commission’s 
appropriations has been augmented by additional employees payable from a 
working fund advanced by the Defense Transport Administration. On June 30, 
1952, this Bureau had 56 employees payable from the Commission's appropriation 
and 138 payable from the working fund, or a total of 194, and on June 30, 1953, it 
had 49 payable from the Commission’s appropriation and 95 payable from the 
working fund, or a total of 144. In addition to the 56 allocated for the current 
fiscal year, there are 13 in the field payable from the working fund. The working 
fund is to be discontinued at the close of the current fiscal vear. The eight em- 
ployees to be transferred from the Bureau of Locomotive Inspection will some- 
what mitigate the reduction in the field force of service agents due to the diseon- 
tinuance of the working fund. 

The 5-day workweek in industry is observed generally throughout the country 
except at plants antes in national defense production, the perishable loading 
territories, and in the Grain Belt. During the harvest the elevators work around 
the clock. This 5-day week in industry complicates the railroad transportation 
situation and requires that service agents police railroad operations to a greater 
extent than when the 6-day week was in effect to see that service is performed for 
industries which do work 6 or 7 days. During emergencies the situation has been 
controlled through the issuance of service orders. 

The decentralization of industry has created demands for car supply which 
previously did not exist in numerous locations. This further contributes to the 
need for maintaining an adequate number of service agents to see that the shipping 
public is protected in car service matters. 

The movement of the bumper crop of grain this year was accomplished with 
very little difficulty. However, all available storage space at elevators and farms 
is fully oceupied. The spring movement of the winter crop of wheat will present 
a serious problem which will tax the ingenuity of the railroads, elevators, and all 
concerned to handle. An adequate field force will be needed to assist in the ulti- 
mate caring for the crop. 

The carbuilding program has been a disappointment. During the 12-month 
period ended June 1, 1953, only 64,236 cars were installed and 58,851 were 
scrapped, a net increase of 5,385 cars. New cars on order June 1, 1953, were 
52,991. At this rate it will be several years before the car fleet will be built to 
an adequate number to service the Nation. Until this is done, every effort 
must be made to secure the maximum efficiency from the existing fleet. Bad- 
order ears must be kept at a minimum. Turnaround time kept down. Cars 
must not be held for prospective loading and must not be unduly delayed by 
shinpers or receivers of freight. The only way to accomplish this is to have 
sufficient service agents to keep after railroads and industry alike to see that 
each does its share in the overall performance. 

An analvsis of the movement of traffic during the period 1942 to 1952, inclusive, 
shows that the shipping public and railroads are practicing heavier loading of 
the existing car supply. 

Aperage tons 


The overall average of 41.81 tons per car for railroad freight in 1952 is the 
second highest on record and is only 0.17 of a ton under the all-time record set 
in 1951. 

The section of explosives was expanded with funds advanced by the Defense 
Transport Administration to the working fund. This was necessary in order to 
cope with the large volume of work which has developed. Five field explosives 
agents also paid from that fund have proved their value by instructing the service 
agents in their duties of policing compliance with the regulations. 

The increasing volume of the manufacture of acids, chemicals, and other 
dangerous articles makes it necessary that the movement be carefully watched 
to insure compliance with the Commission’s explosives regulations. The pro- 
duction of commercial explosives, which reached an all-time high of more than 
827 million pounds in 1951, has steadily mounted. The limited force of this 
Bureau has not been able to keep abreast of the situation. 


Mr. Hamm. Commissioner Knudson is familiar with thet. 


per car 
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Mr. Knupson. I would like an opportunity to generalize a bit and 
relate the Bureau to the Defense Transport Administration, as I have 
done for this committee in times past. 

Mr. Puituirs. Now, Mr. Knudson, you are getting eight new 
people and they are being transferred to you from the Railroad In- 
spection Service. 

Mr. Knupson. Yes. 


RELATIONSHIP WITH DEFENSE TRANSPORTATION ADMINISTRATION 


May I set the stage for some consideration of these details, Mr. 
Chairman? 

For about 3 years, specifically from October 1950, we have been 
alloting to the Bureau of Service substantial amounts of money in 
the form of a working fund from the Defense Transport Administra- 
tion. Over a period of years we have allotted, I guess, close to $2 
million—maybe a little more or less. We were bringing an end to 
this in the appropriations that we are now considering, 1955. 

This year the Defense Transport Administration had appropriated 
to it the amount of $425,000, from which we have allotted or will 
allot to the ICC, before the year is over, something like $125,000 or 
$150,000. Next year if the Defense Transport Administration gets 
any money at all—there may be some reason why it should not be 
continued in existence—but assuming it is, we will make no more 
allotments as such to the Bureau of Service. We will therefore dis- 
continue any work fund arrangements as of June 30 of this year. 

Now, the Bureau of Service has had 

Mr. Puruurrs. I do not want to interrupt you, but prior to this 
defense transportation activity how much did the Bureau of Service 
get in appropriations? 

Mr. Knupson. For the fiscal year during which September 1951 
was typical, | would have to make an inquiry. Do we have that figure 
available? If we do not, we can supply it. 

Mr. Puitutes. I wish you would because it would be helpful. Also 
tell us who did this work before there was a Defense Transportation 
Administration. 

Mr. Hamm. That is, before DTA? 

Mr. Yes. 

(The information requested is as follows:) 


For the fiscal year 1950 the Bureau of Service was allocated $410,583. 


Mr. Knupsown. A little on the background on that. There was a 
Bureau of Service before World War II. As a matter of fact, it was 
constituted as a result of the Car Service Act, which was passed after 
the serious car shortages during World War I, so that from 1920 
through 1941 the Bureau of Service was operating as a normal institu- 
tion of the Interstate Commerce Commission. Then along came 
World War II and it was necessary to inflate that Bureau in a big way 
because of the serious car shortages and the railroad operating practices 
incident to World War II. After World War IT and before September 
1950 the bureau was allowed to drop back to its normal size. Then in 
September 1950 because of the pendency of the serious car shortages 
incident to the Korean situation, the Bureau was built back up again, 
this time by allotted funds from the Defense Transport Administra- 
tion, and thie allocations in the form of working funds have been 
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granted now for a period of 3 years or more. We do not anticipate 
— such grants in the fiscal year 1955. 

ow, because of those grants the bureau was allowed to, or placed 
in a position to increase its field inspection foree—inspectors and sub- 
ordinate personnel, some clerks, stenographers, and so forth—by 
about 100 people. I think that is roughly the peak. I can put the 
exact figure in the record. 

(The following was submitted later: ) 

The employment under the working fund assigned to the Bureau of Service 
reached the peak of 151 employees during April 1952, 

Mr. Knupson. All those people, except about 13 agents, I believe, 
have now been eliminated in the process of the curtailment of the 
Defense Transport Administration’s activities in the field. 

I pointed out to this committee, as well as the Senate committee, 
last year that there was not included in the Interstate Commerce 
Commission appropriation for the Bureau of Service last year any 
amount to offset the dimunition of funds that would occur as the 
result of the DTA moneys no longer being allocated. I point that 
out this year, that even to a greater degree that will be true because 
there will be no allocations from the DTA to the Commission in fiscal 
year 1955 for this purpose. 

Mr. Puitures. That does not mean very much to the committee 
unless we go back and see what you had before there was a DTA. 

(The following was submitted later: ) 


In the fiscal year 1950 a total of 70 positions were allocated to the Bureau of 
Service and in 1951 a total of 59 positions were allocated. 


WORK IN DISTRIBUTION OF RAILROAD CAR SUPPLY 


Mr. Knupson. Let me point out why it should mean something to 
the committee. 

In September 1950 the total ownership of all rail-freight cars in this 
country was 1,718,000. Since that time we have had added to the 
railroad total ownership about 56,000 net cars. We need 100,000 more, 
and need them as fast as we can get them in order to assure the 
shippers of this country that there will be no recurring car shortages. 

Mr. Puiturs. Did you hear from the west coast on that subject? 

Mr. Knupson. We hear from California and the Pacific coast 
about it as frequently as we do from any of the areas, Mr. Phillips, 
and North and South Dakota, Minnesota, Kansas, and this year, for 
the first time in history, the first time since 1914, that 1 know any- 
thing about, we have no serious car shortages. 

That has been brought about by, I submit, two things. One was 
the dislocation of the movement of grain incident to the price situa- 
tion—surplus stockpiling—and the very efficient work of the service 
agents that we have in the field from the Bureau of Service. They 
have shepherded this car supply in a way that it has never been done 
before, so that for the first year in many years we have had few com- 
plaints of any kind relating to car service. 

Now, the question is whether this committee or the Congress and 
the Commission should continue that sort of efficient operation in 
promoting equitable and an adequate car supply in this country. 

I am perfectly convinced after observing these service agents in 
action for 2 or 3 years that they have done a splendid job in the field 
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in getting the cars to the places they are needed at the time they are 
needed, and certainly we would not want to claim sole credit for that, 
because the railroads, by and large, have cooperated. They have 
cooperated, however, because we have had outstanding a number of 
service orders which have urged them to cooperate. e have now 
taken these service orders out of effect. Our policy is not to hamstring 
industry with Government controls any more than is absoutely neces- 
sary, and we have felt that the necessity for these orders has passed 
away; but it still leaves outstanding the necessity for shepherding the 
availability of these cars without service orders. Therefore, it is 
my understanding we have asked in the Bureau of Service for the 
fiscal year 1955 for about the same manpower crew that we had in 
the fiscal year 1954. There may be some slight additions. 

We hope, also, incident to this maneuverability that Mr. Thomas 
talked about that we will be able to use some of these safety inspectors 
and some of the locomotive inspectors to do this kind of service, 
and in due time, if Mr. Hamm’s reorganization plans are carried for- 
ward, we may have a versatile field staff that will be able to do any- 
thing that they are asked in the field. That at least will be the ideal 
that I think personally we should strive for, instead of having our 
field work departmentalized. 


TRANSFERS TO BUREAU FOR PERSONAL SERVICES 


Mr. Putturps. I would not want to interrupt you, but let me read 
what you told the committee. You are asking for 12 additional 
places for next year, which makes a total of $100,000. This appears 


on page 138 of the justifications: 
Of the increase of $93,303 for personal services— 


which is not in this committee’s eyes just a minor item to be trans- 
ferred— 

$49,720 represents a transfer of 8 positions from the Bureau of Locomotive 
Inspection, $28,160 represents the cost of performing liaison work for the Defense 
Transport Administration in connection with its civil defense responsibilities, 
and $15,423 is needed to pay the full-year cost in 1955 for the 14 additional 
positions authorized * * * 

Mr. Knupson. I think that I can clear that up. You mentioned 
some liaison work there. 

Mr. Puruiips. $28,000 worth. 

Mr. Knupson. The Commission, I think, has been performing 
more services for DTA than we actually have paid them for in terms 
of a working fund. The President, as you know, has asked all agencies 
of Government under his control, the executive agencies, to contribute 
what they could to this general mobilization effort that has been made, 
and is still being made, to get this country stronger for defense, war, 
or whatever may come. 

It is expected that we will in the Defense Transport Administra- 
tion next year, if we stay in operation at all, have to do some work 
in the field incident to helping communities regiment their prepara- 
tions for civil defense. It is expected, therefore, that the Bureau of 
Service will be asked to contribute some services in this field. We 
do not anticipate at this time allocating any funds to the Bureau of 
Service for that purpose. It will be a contribution to the defense 
effort that will be made. I believe that explains that. 
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Bureau or Transport Economics AND STATISTICS 


Mr. Putuuipes. We will now turn to page 155. Mr. Reporter, we 
will insert pages 155 through 168 of the justifications in the record 
at this point. 

(The justifications are as follows:) 


Bureau or TRANSPORT ECONOMICS AND STATISTICS 
GENERAL 


The principal functions of the Bureau are (1) to furnish the Commission with 
basic statistical information needed in connection with the performance of its 
duties under the Interstate Commerce Act, which is obtained from transportation 
statistics filed monthly, quarterly, and annually under orders of the Commission 
by thousands of carriers, and (2) to analyze for the Commission various phases 
of transportation and their relation to basic economie conditions. 


Comparison of 1955 budget with 1954 appropriation 


Personal Other 
Positions services objects Total 


140 $605, 479 $53, 133 $658, 612 
140 596, 653 53,012 649, 665 


0 8, 826 121 8, 947 


The employment in this bureau on July 1, 1953, was 126, and 14 additional 
were authorized under the 1954 appropriation. These 14 positions will be filled 
during the current fiscal year for only three-fourths of the year. The increase of 
$8,826 is needed to pay the full-year cost of the 14 positions during 1955. 

In its statistical capacity this Bureau collects, reviews, and processes thousands 
of annual, quarterly, and monthly reports from all carriers except class I motor 
carriers, and tabulates and publishes annually 206 separate statements represent- 
ing the official statistics of the Commission for all classes of carriers, including 
class I motor carriers, subject to its regulation. 

These statistical statements and their underlying data constitute the primary 
source of information for the performance of the analytical functions of the Bureau 
as well as for the use of the Commission and the various parties in rate and other 
Commission proceedings. Utilizing these reports and other intormation, the 
Bureau makes numerous economic and statistical studies of operating, financial, 
and other results of transportation agencies and enterprises which are necessary 
for the information and use of the Commission, divisions of the Commission, 
individual Commissioners, examiners, and otbers in connection with rate and 
other proceedings. In some instances these analyses are published but this 
analytical, as well as the statistical work of the Bureau is performed primarily 
and essentially in order to furnish the Commission with information needed in 
the performance of its regulatory and other duties. Any utilization of resulting 
published data by others is entirely incidental to this basic objective. 

In the 1954 estimates it was pointed out that the employment of this Bureau 
had continued to decrease. During the past year the situation has worsened still 
further. At the end of the fiscal year 1952, the actual employment in the Bureau 
aggregated 138 persons. As of the end ot the 1953 fiscal year, the staff had further 
declined to a total of only 128, a decrease of over 7 percent, although there is no 
indication of any decrease in the Bureau’s workload. 

The personnel situation was particularly serious in the Bureau’s Annual Reports 
Section, which lost between the end of fiscal 1952 and 1953 one-half of the total 
Bureau loss of 10 persons between these dates. As of June 30, 1953, the staff of 
this section was approximately 24 percent below that at the end of 1951 and nearly 
30 percent below that at the end of the fiscal year 1940. The following table shows 
the increase in workload of the section represented by the number of annual reports 
in the years 1952 and 1953, both including and excluding the class II and III 
motor-carrier reports, the collection of which began only a few years ago: 


Fiscal year 
Increase, 1955 over 1954... 
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Annual report workload 


Excluding aed Including class 
Iland | ITand 
| motor carriers motor carriers 


There is no indication of any decrease in this workload. 

The effect of the serious decline in staff of the annual reports section is reflected 
in the elapsed time between March 31, the date on which the annual reports of 
the preceding vear are due and the date when the compilations of such annual 
reports are sufficiently complete for submission to the printer. The following 
table sets out the number of such elapsed days for each of the principal compila- 
tions prepared by the section. It will be noted not only that there has been a 
steadily increasing lag since 1948 for practically all these reports but also that in 
most instances the lag is much greater when compared with that for the reports 
for the year 1941. 


Number of days elapsed between date reports were due (Mar. 31) and date publications 
were ready for submission to printer 


Number of days 
Publication 


Rail (Blue Book) 
Rail (Preliminary Abstract) 
Motor carriers 


1 Statements for these classes of carriers not yet ready for submission to printer. On Nov. 30, 1953, the 
pa ce a for these classes of carriers is already greater than that incurred in connection with the 1950 
publications. 


Although the personnel situation is undoubtedly most pressing in the Annual 
Reports Section, there have been decreases in every section of the Bureau since 
1947. Most of them are very substantia!, particularly when measured in terms 
of the percentage losses. The following table indicates the situation: 


Number of employees 


June 28, June 30, June 30, 
1947 1951 1952 


Number of reports: | 
Percent of increase: 
| 1951 1950 1949 1948 1941 
309 181 210 152 93 
304 179 203 162 108 
579 497 449 413 
280 293 | 259 231 
ee 438 220 217 | 201 197 
343 192 203 | 203 134 
448 241 306 
| | 
Section 
July 1, June 30, 
1940 1953 
12 13 13 13 13 
Research: 
2 17 14 ll ll 
ll 42 33 26 27 
Service units: 
44 41 41 36 31 
Operating returns... 17 “4 13 
8 8 6 6 
Mechanical tabulation._.._..._-_-_..-- 12 13 10 12 10 
Stenographic. 8 6 6 5 
86 87 80 74 | 6 
30 | 26 25 | 23 
100 | 172 152 138 128 


536 


Section of Administration, Bureau of Transport Economics and Statistics 

The principal functions of this section are to determine policy matters relating 
to the statistical and research work of the Bureau and to the relation of that 
work to that of other bureaus of the Commission or other Government depart- 
ments; review all Bureau statistics and analyses submitted to the Commission 
for publication or otherwise; and all statistical releases prior to publication. It 
also handles all administrative and personnel matters of the Bureau; reviews 
and arranges the printing and distribution of publications; contacts Commis- 
sioners, other bureaus of the Commission, other Government agencies, and the 
general public regarding the Bureau’s work; prepares, revises, and distributes 
the report forms; instructs carriers in their preparation, and interprets the Com- 
mission’s statistical and reporting regulations to insure uniform and accurate 
reporting. 

Comparison of 1955 budget with 1954 appropriation 


Personal Other 
Positions objects Total 


13 $2, 176 $75, 320 
13 73, 2, 055 75, 536 


0 1121 216 


1 Represents an increase. 


The 13 positions provided in the 1955 budget estimate for this Section are 
separated by categories as follows: 


Research Section, Bureau of Transport Economics and Statistics 

The function of this section is to provide economic and statistical analyses of 
problems and trends in rail, motor, water and pipeline transportation and in 
related fields of transportation, such as mail, express, private car lines, and freight 
forwarding which are directly related or pertinent to the regulatory functions of 
the Commission under the Interstate Commerce Act. 


Comparison of 1955 budget with 1954 appropriation 


Personal Other 
Positions | ‘services objects Total 


27 $158, 677 $894 $159, 571 
27 159, 403 894 160, 297 


Decrease 1955 over 1954 0 726 0 726 


The 27 positions provided in the 1955 budget estimate for this section are 
separated by categories as follows: 


Chief of section 
Economists 
Statistical analysts 
Statistical clerks 


This section, consisting of a small group of specialists in the fields of transport 
economics, statistics, and operations, provides the Commission, carriers, shippers 
and the public with analyses of problems and trends in transportation. Its field 
of activity comprehends mainly the 22,000 carriers, engaged in various types of 
transport, which are subject to the Commission’s jurisdiction. Necessarily, con- 


|_| 

Clerks, stenographers, and messengers .-_-_----..------.------------- 7 
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ditions in other fields, such as exempt motor and water transportation, and gen- 
eral business trends also must be understood as fully as possible. The subject 
matter with which the section deals is not only large but highly complex and 
undergoing continuous change. 

There is no gainsaying the facts that transportation is presenting not only more 
problems but also increasingly complex ones as compared with any time in the 

t. The Commission is confronted with a continuing stream of difficult and 
urdensome issues. While a major part of the effort of the Section of Research 
always has been devoted directly to assisting the Commission, the problems which 
need such handling always have exceeded and now greatly exceed the capacity of 
the section. 

Work of the kinds discussed above does not qualify in all respects as research 
assuch. Much is of the nature of advice or the drawing of conclusions from data 
submitted in formal proceedings. Particularly important examples are found in 
the work done on applications for general increases in rate levels. No other group 
in the Commission could answer the questions which are referred to this bureau. 
The Commission would be in a serious situation if it could not obtain prompt and 
expert answers. 

All of this work necessarily takes precedence over that which needs to be done 
on research projects which originate in the Bureau itself. The importance of 
these projects is by no means lessened by this fact. As noted, the Bureau ini- 
tiates the reporting requirements for all carriers other than class I motor car- 
riers, processes the returns, and publishes summaries thereof as the official sta- 
tistics of the Commission. Quite understandably the Bureau is looked to also 
for significant analyses of the data included in these reports or summaries by 
the Commission, other Federal agencies, State commissions, carriers, shippers, 
and the general public. Far too little of this kind of work has been possible, 
though it is realized that such analyses would directly clarify many important 
issues or trends in transportation. There also are projects which require the 
gathering of data not regularly reported by the carriers. 

Twelve examples of the “almost endless’’ number of subjects which ought to 
be studied are listed below, however, any subject which requires handling on a 
group basis would so tie up the staff as to make it impracticable to undertake it. 

The economic field of motortruck transportation. 

The extent of private motor and water transportation and its relations to reg- 
ulated transportation. 

Evaluation of factors in motor-carrier accidents by advanced statistical pro- 
cedures and determination of where attention in accident-prevention should be 
centered. 

Economics of size in motor transportation. 

Seasonal variations in motor and water transportation (to enable better inter- 
pretation of quarterly reports in rate cases and elsewhere). 

Passenger-train service deficit. 

Postwar and prospective developments in water transportation. 

Results achieved m railroad use of motor transportation of property and the 
feasibility and desirability of joint rail-motor rates. 

Railroad efficiency standards. 

The possibilities in the pooling of rail freight and passenger services. 

Effects of regional shifts in production on the demand for transportation. 

Historical analysis of highway grade crossing accidents. 


Service units, Bureau of Transport Economics and Statistics 

The service units of the Bureau audit and examine the annual and periodic 
reports filed with the Commission by the carriers under the provisions of the 
Interstate Commerce Act and related statutes, and compile statistical data from 
those reports for the use of the Commission in the performance of its regulatory 
duties. These statistics, which cover, among other things, organization, capitali- 
zation, investment, and physical properties of the carriers and their revenues, 
expense. , taxes, earnings, employees, traffic, and operation, are also released to the 
general public. They constitute the basic sources of nearly all data used by 
shippers, carriers, other governmental agencies, financial and research organiza- 
tions, and others directly or indirectly interested in transportation and its prob- 
lems. These official statistics are extensively used by the Commission, shippers, 
carriers, other Government agencies, and other interested parties in rate and other 
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Comparison of 1955 budget with 1954 appropriation 


Personal Other 
services Total 


$277, 378 $293, 474 
268, 775 284, 871 


Increase, 1955 over 1954... 0 8, 603 8, 603 


The employment in this Section on July 1, 1953, was 63, and 12 additional 
or were authorized under the 1954 appropriation. These 12 positions will 
filled during the current fiscal year for only three-fourths of the year. The 
increase of $8,603 for personal services is needed to pay the full-year cost of these 
positions during the fiscal year 1955. 
The 75 positions provided in the 1955 budget estimates for this Section are 
separated by categories as follows: ‘ 


Tabulating equipment ey and operators 
Clerks and statistical clerks 


The service units, particularly the Annual Reports Section, have a large amount 
of accumulated work on hand which has resulted from the insufficient and steadily 
declining staff over the last few years. Because of shortage of ye i the 

ublication of the Comparative Statement of Railway Operating Statistics has 
n discontinued, to ease somewhat the burden in the Annual Reports Section. 
The collection of reports from railroads of freight commodity statistics by States 
has also been discontinued to ease the situation in the Operating Returns Section 
and Mechanical Tabulation Section. The discontinuance of this work has resulted 
in the saving of over 500 clerk-days per year in the various sections, Additional 
reductions in the work are contemplated in the effort to reduce the existing work- 
loads and place the work on a more current basis. : 

Beginning with the year 1948, class II and IIT motor carriers were required to 
file annual reports. Reports were received from about 16,000 companies for the 
years 1948-51, inclusive, and it is expected that about 17,600 companies will file 
for 1952 and subsequent vears. The collection, analysis, and tabulation of these 
reports should be handled by the Annual Reports Section. The filing of the 
reports has through necessity been handled by several employees of the Research 
Section who have been detailed to this work and the few statistics compiled have 
been prepared in connection with research projects by employees cf that section. 

The number of reports received each year, 1951 through 1953, and expected to 
be received in 1954 and 1955, which is a good indication of the volume of work in 
the service units, is shown below: 


1955 (esti- 
mated) 


A 21, 850 
Quarterly 13, 750 
Monthly , 966 27, 000 


62, 600 


A further indication ot the workload ot the service units and the extent to which 
the work is falling behind is indicated by the number of cards punched for the 
mechanical tabulation of the carriers’ reports. Based on the present workload 
it is estimated that about 2 million cards will be necessary to process a year’s 
work. This does not take into consideration the number of cards that will be 
necessary to process the annual reports of class II and III motor carriers when 
sufficient help is available to undertake this work. 


|| 
Pia | 
hes -pulisody's li a® 
Typists, stenographers, and 18 
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Number of cards punched 


The status of the work of the various sections and positions provided in the 
1955 budget are shown below: 

Annual Reports Section.—This section examines the annual reports filed with 
the Commission by the various classes of carriers, except class I motor carriers, 
to determine their accuracy and compliance with the accounting and statistical 
requirements; conducts correspondence in connection therewith, and corrects the 
reports as authorized by the carriers. It also compiles data from the annual 
reports of all carriers, including class | motor carriers, and prepares the statistical 
publications. 

The commission has allocated 40 positions for this section for 1955 for processing 
the reports referred to above, excluding the annual reports of class II and III 
motor carriers. 

The work in this section has been progressively falling further behind each 
year, primarily because of inadequate personnel. The number of reports filed 
with the section decreased slightly from 4,298 in 1948 to 4,121 in 1953. There 
was, however, a decrease in the number of employees from 41 on June 30, 1948, 
to 31 on June 30, 1953. This has caused a large accumulation of work. Tabu- 
lation of material and preparation of publications has also been greatly delayed. 
The Annual Report on the Statistics of Railways for the Year 1948 was sent to 
the printer on August 30, 1949, only 5 months after the reports were filed. The 
1951 issue was transmitted to the printer on February 3, 1953, over 10 months 
after the reports were due. Even greater delays are being incurred in connec- 
tion with publications for other classes of carriers. By December 31, 1953, the 
work of this section will be more than a year behind the 1948 schedule. 

In addition to the above, class II and III motor carriers, which handle a large 
proportion of motor-carrier traffic, were required to file annual reports beginning 
with the year 1948. No work has been done on these reports in this section, the 
receipt and filing of these reports being handled by persons assigned to the Re- 
search Section. 

Operating Returns Section.—This section compiles and prepares for publication 
current statistics based on the monthly and quarterly reports of financial and 
operating statistics filed by the various classes of carriers. It also verifies, ex- 
amines, and conducts correspondence with the carriers in connection with their 
reports. The statistics prepared by this section are of the utmost importance 
sinee they reflect the current activities and financial position of the carriers. 
They are used extensively by the Commission and all parties in rate and other 
proceedings. Because of the current nature of the statistics and the purpose for 
which they are intended, it is highly essential that the work of this section be 
kept up to date. The 1955 budget provides a total of 13 positions for this section. 

Accident Reports Section—Monthly reports of railway accidents filed with the 
Commission under the provisions. of the Accident Reports Act of 1910 are handled 
by this section. It receives and examines the reports, conducts correspondence 
in connection therewith, and compiles monthly and annual statistics based thereon. 
These statistics are widely used throughout the country in the promotion of 
safety and are of particular interest to the railway management and labor organi- 
zations. Because of the Commission’s duties in connection with the prevention 
of railway accidents and improvement of safety regulations, the prompt compila- 
tion of these statistics is important. The work of this section is approximately 
30 days behind schedule. The 1955 budget provides a total of 6 positions for this 
section. 

Mechanical Tabulation Section—This section tabulates by the card-punch 
method data from the various monthly, quarterly, and annual reports for use by 
the Annual Reports, Operating Returns, and Accident Reports Section in the 

reperetion of statistical publications. The work of the Mechanical Tabulation 
section is presently on a fairly current basis but this is primarily because of the 
backlog of work in the other sections of the service units indicated above. More 
rapid processing of work by the other sections would overtax the capacity of the 


= 
Number of 
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employees of the Mechanical Tabulation Section and create a backlog in that 
section. A total of 11 positions is provided for this section in the 1955 budget. 
Stenographic Section.—This section handles all of the stenographic and general 
typing work of the Bureau, including the typing of all publications prepared by 
the various sections of the service units, special studies for the Research Section. 
cutting stencils, and the preparation of worksheets for tabulators. The em- 
ployees are also called on to fill in during the absence of secretaries in other 
sections. 
A total of five positions is provided in the 1955 budget for this section. A 
proportion of the typing work in preparing statements, cutting stencils and pre- 
aring worksheets will have to be assigned to clerks who have typing experience. 
‘requently stenographic assistance cannot be given to correspondents and other 
staff members which in turn materially delays their work. 


Waybill Section, Bureau of Transport Economics and Statistics 

The primary function of this section is to provide the Commission with factual 
data regarding rail carload traffic and the rates and revenues applicable thereto 
which are not obtainable elsewhere. These data are derived from a 1 percent 
random sample of the various characteristics of the terminated traffie of class I 
railroa’s. his sample consists of photographic copies of audited waybills to 
which have been added certain additional rate and other data. Punchcards are 
prepared from the sample and are summarized and tabulated as desired. Certain 
tabulations which are of general interest are published on both a quarterly and 
annual basis. These statements include traffic and revenue aggregates and aver- 
ages by commodity classes distributed (1) by State-to-State movement, (2) by 
territorial movement, and (3) by length of haul and type of rate. 


Comparison 1955 budget with 1954 appropriation 


Personal Other 
Positions services objects Total 


25| $96,280] $33,967] $130, 247 
25 94, 994 33, 967 128, 961 


0 1, 236 0 1, 286 


The 25 positions provided in the 1955 budget estimate for this section are 
separated by categories as follows: 


Chief of Section 

Statistical clerks 

Tabulating equipment supervisors and operators 


The basic traffic data now available from the continuous waybill sample should 
be analyzed to develop and explore the important relationships which can be 
studied. This important analytical work can now only be done on a very occa- 
sional basis as other work in the Section permits. The limited staff must devote 
practically all of their energies to the collection and proeeSsing of the sample and 
to preparation of the series of regular quarterly and annual publication of the 
traffic and revenue data secured from this sample. 

The number of waybills punched furnishes a rough indication of the regular 
routine workload of the Section. The following table gives these figures for the 
fiseal years 1948 through 1953 with an estimate for the fiscal years 1954 and 


Waybills punched | Fiscal year—Continued  Waybills punched 
1952 


‘ 308, 000 

1954 310, 000 

1955 (estimate 310, 000 

It is believed that the workload for the fiscal years 1954 and 1955 will be 

approximately the same as 1953, however, it will not be possible to do certain 

work which is designed to improve the quality of the sample. The sample is 

still unsatisfactory in various respects. A considerable improvement has been 
effected over the years but much work still needs to be done. 
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Mr. Puiuurrs. Will somebody tell us something about the Bureau 
of Transport Economics and Statistics? 

Mr. Hamm. That Bureau, Mr. Chairman, does our research work 
at the Commission and carries on the studies in transportation. 

Mr. Puiturps. You do not have any more people, but you are asking 
for an increase of $8,000. 

Mr. Hamm. That is to fill this lag of employment in the first quarter. 

Mr. Puiuures. In every one of your sections, you took money we 
appropriated to cover 12 months and you made it cover 9 months and 
that gave you more people, and you now ask us for those for next year. 

There are no changes, are there, Mr. Johnson, in the Commissioners 
and their staff of employees? 

Mr. Jonnson. None that I know of. 

Mr. Puiturrs. What are you going to do with that extra time you 
have on your hands, now that you have Mr. Hamm? 

Mr. Jounson. Mr. Chairman, if any one of the Commissioners has 
any spare time, I have not met him. And the reason for Mr. Hamm 
is that we could have someone to study and reorgani e the Commission 
to make further efficiencies. Heretofore it has been concentrated in 
division staffs. 

Mr. Puiuirs. I am afraid this committee is not in a position to 
orgy any effort toward efficiency on the part of the ICC. Am I 
right: 

Al Jounson. I do not think you could justify such an allegation, 
although it has been made. And Commissioner Arpaia and I, at 
least, have had some conferences that might astound you. 

Mr. Putuuips. Surprise, or astound us? 

Mr. Jounson. Both. 


CONSOLIDATION OF BUREAUS 


Mr. Puitires. Coming to page 58 of the justifications, “Bureau of 


Formal Cases. 
of bureaus? 

Mr. Hamm. Not yet. 

Mr. Jounson. Yes, there has been one change. We have combined 
the Bureau of Valuation and Cost Finding into one Bureau. That is 
the first step we have taken. And we have combined Enforcement 
into Law. 

By the way, I have with me, if the committee is interested, a letter 
we wrote to Senator Bricker, who asked for the steps we have taken 
toward more efficiency. 

Mr. Puiuurps. He was a little confused, too, was he? 

Mr. Jounson. No. I meant Senator Bridges; not Senator Bricker. 
It is a list of things we have done, even before Mr. Hamm got there. 
That is an idea, as I say, we have long had and the things we have 
done since are quite interesting and informative, if this committee 
might like to peruse it. 

r. Puiuirs. Probably some of those additional personnel were 
med to make up these statements during the past year. 
r. JOHNSON. It was made in Mr. Hamm’s office. 

Mr. Corron. When you made that first consolidation of valuation 
and cost ascertainment and put those 2 bureaus together, did the 
consolidated Bureau have any less employees after consolidation than 
the 2 bureaus had before? 


Have any of these names been changed—the names 
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Mr. Jounson. To begin with, it had 2 Directors and 2 Assistant 
Directors. It now has | Director and 1 Assistant Director. By put- 
ting them together, it is coordinated and the people become inter- 
changeable, and they have fewer people. 

Mr. Corron. What has happened to the Director and the Assistant 
Director you eliminated? Where were they transferred? 

Mr. JoHNSON. Sig very fortunately, before the reorganization, 
we had only an Acting Director of the Bureau of Valuation. He be- 
came an Assistant Director of the combined Bureau, and the Director 
of Accounts and Cost Finding is Director of the combined Bureau. 

Mr. Corton. I am not trying to make so much of this compara- 
tively minor point, except it has been my experience—not with your 
Commission, but with the whole Government and our State Govern- 
ment—that every time we have boasted so much about consolidation 
of bureaus, departments, and divisions, we usually come out with as 
many or more employees than we had before. 

Mr. Jounson. I agree with you, Mr. Cotton, in the Government, 
and also my observation of State governments, but we have the idea if 
we get down to 6 or 7 bureaus we will have 6 or 7 directors instead of 15. 

Mr. Puiturps. And the other nine will be assistant directors? 

Mr. Jonnson. No, sir; we will not have as many assistant directors, 
because in each one of those we have one or two assistant directors. 
It is very probable you will have two assistant directors in the pretty 
big bureaus. 

Mr. Corron. However, your reduction of employees or personnel 
will be limited to the reduction of directors and assistant directors? 
The consolidation will not consolidate duties so that when you get 
down into the lower ranks there will be any less number of employees? 

Mr. Jounson. It is our hope there will be fewer employees in toto, 
and that is our intention. 

Mr. Corron. That is very encouraging. 

Mr. Jonnson. And we really believe there will be. But the very 
minute you put two bureaus together, you change the work and as 
they come in and the personnel becomes interchangeable, they can do 
duties that are now segregated after they are put together. For 
instance, you can use a safety appliance man now on any of the things; 
local inspectors can do safety duties. And if we go as far as we hope 
to go and put in the Bureau of Services, too, those men can be service 
agents. And that is our hope and we believe it will happen, but it 
won't happen overnight. 


Bureau or Format Cases 


Mr. Patiurps. Do you have any backlog in the Bureau of Formal 
Cases, or are you keeping up to date? 

Mr. Hamm. We are pretty current in Formal Cases, 

Mr. Puitires. And you ask for no additional people other than 
what you have now? 

Mr. Hamm. That is right. 

Mr. Putuuies. Do you actually have 90 people on the payroll 


today? 

Mr. Motuen. With the exception of three or four cases going 
through and that are now being processed through the Civil Service 
“woe we expect when those are completed that we will have 
a crew. 
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Mr. Puruures. But you are actually doing the work today and are 
caught up with less than 90 people? 
r. MuLLEN. We are not entirely caught up. We have a number 
of cases that are set for hearing. 


Bureau INFoRMAL CAasEs 


Mr. Puiuiips. Now, informal cases are complaints from shippers 
that are not formal investigations and complaints, that is, people 
contend they were overcharged, I suppose, or stuff was set the 
wrong 6 or something like that. You are asking for the same 
number of postions, 15: How many do you have right now? 

Mr. Hamm. That is 14. 

Mr. Puiuurps. Are you up to date on that? 

Mr. Hamm. No. They have a considerable backlog. 

Mr. How much? 

Mr. Hamm. I think they have about 3,000 cases they have not 
caught up with right now. 

r. Puttuies. How many do you have in a year? 

Mr. Hamm. That is about a year’s supply—2,500 to 3,000. 

Mr. Puruures. You mean informa! cases, which actually take less 
time to handle, that you are a year behind? 

Mr. Hamm. Yes, sir, about. 

Mr. Puruures. That is not very good, is it? 

Mr. Hamu. No. We have some other places where it is that bad; 
too. 

Mr. Manarriz. May I interrupt there to say the last report I have 
on*that is for the 12 months ended October 31, 1953, when the Bureau 
disposed of 1,908 special docket applications and had pending at that 
time 887, which would amount to a 6 months’ lag in that very im- 
portant element of our work. 

Mr. Puiuups. Does that refer to the Bureau of Formal Cases? 

Mr. Manarriz. Informal cases, sir. 

Mr. Hamm. We separate the docket of formal cases from the 
informal complaints. 

Mr. Puiiures. You mean the 887 are not included in the 3,000? 

Mr. Manarriz. No, sir. 

Mr. Patties. That is not very clear tome. What is the difference 
between the special docket cases and informal cases? 

Mr. Manarriz. The special docket cases are applications by 
railroads and shippers where they have agreed on some revision of 
the charge, and the others are informal complaints where they cannot 
agree on it. 

Mr. Puuuutes. Special docket corresponds to stipulations before 
the court? 

Mr. Manarrte. Pretty much, yes, sir; and then our people have to 
make a finding that the agreement itself is a reasonable agreement 
and complies with the law. 

Mr. Putuurps. I am a little concerned about the 3,000 backlog. If 
that is a year back on the cases, I would suppose those people were 
entitled to quicker action in that kind of case. 

Mr. Hamm. That latter is informal. 


Mr. Patties. But do you not think they are entitled to action 
inside of a year? 
41872—54—pt. 185 
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- Mr. Hamm. Yes, I do. 

Mr. Purtuirs. And you are not asking for any more people, or do 
not intend to put any more effort on it in 1955? 

Mr. Hamm. We have some other areas just as bad, too, in backlogs. 

Mr. Puruuirs. Comparing it to another area that is just as bad, 
is not exactly a defense of the Bureau of Informal Cases, is it? Is 
your Office going to increase the procedural efficiency of this Bureau? 

Mr. Hamm. We hope to. It is under consideration—consolidating 
that Bureau with another bureau. 

Mr. Jounson. Mr. Phillips, our bureaus handle a great number 
of cases and, if we have about that many on hand, it may be an 
entirely different 3,000 6 months from now, because they will get the 
most of those off. 

Mr. Puruurrs. Then let us om it this way, and that is a good point, 
Mr. Chairman: What is the oldest case not taken care of presently by 
the Bureau of Informal Cases? 

Mr. Hamm. That I do not know. 

Mr. Puriurps. Who is the head of that Bureau? 

Mr. Jounson. Mr. Morgan is. 

Mr. Hamm. He is not here today. 

Mr. Arpata. I have supervision of the Bureau of Informal Cases. 
Of course that is an adjustment sort of bureau. We get a tremendous 
number of inquiries. 

Mr. Puiturps. Evidently my analysis is wrong. This is not a year 
behind; this is merely a certain backlog that keeps more or less 
constant. 

Mr. Arpara. That is right 

Mr. Puiuures. My question is, How old are the oldest cases? 

Mr. Arpara. There may be a few matters that are highly com- 
plicated, and there is a great deal of correspondence that goes on back 
and forth. 

Mr. Puiuurrs. What is the average? 

Mr. Arpaia. All of those matters are current in the sense of being 
handled by the office. The parties themselves eventually come to 
some sort of an agreement. They will ask for an interpretation. It 
is sort of an informal approach. We try to encourage the work of 
this Bureau, because it eliminates the need for a formal complaint 
to be filed if you can get an adjustment. 

Some of those cases may be in correspondence because of compli- 
cations for several months; on the other hand, some are disposed of 
rather rapidly. It is hard to say what the backlog is in the sense of 
the length of time that a matter may be pending. But there are 
very few people in the Bureau and they do a tremendous amount of 
work. It requires a great deal of correspondence. I think it does 
a tremendous job. 

Mr. Putuurps. You still have not told me what the average time 
is, or the general time that it takes to mop up the average run of cases. 

Mr. Arpara. Sometimes they will ask for an interpretation and the 
matter might be answered by the next letter; at other times, you 
have the matter of getting subsidiary facts and you might have an 
exchange of correspondence for 2 or 3 months. 

I would not know what the average is, because there are no two 
exactly alike. And if you get no actual agreement, it throws it over 
on the special docket. 
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Bureau or Law 


Mr. Puiiures. Jumping over to page 81, I will ask the lawyers of 
this committee if they are all satisfied with the ICC’s having 53 
employees this year and asking for 7 additional employees, and an 
increase of $1,200 for travel. And the library, which presently has 
only 6 employees, wants 2 additional employees. 

Are the lawyers on this committee all satisfied with that? 

Mr. Corron. Why are lawyers supposed to know any more about 
that than laymen? 

Mr. Puiuurrs. I think that is a good question. How about that? 
Who is the head of the Bureau of Law? 

Mr. Mircuett. I am head of the Bureau of Law. 

Mr. Puiiirrs. Why do you need seven additional people? 

Mr. Mircuetu. I have been informed we have a very fine library 
and the additional employment will be necessary. I must admit 
frankly that I have not spent a lot of time in the law library. 

Mr. Puttures. Who does? 

Mr. Mircuett. I do not know. 

Mr. Purtures. Actually, I think you have 10. 

Mr. Corron. Do your librarians, and the people who work in the 
law library, prepare information? Do they do research for the per- 
sonnel of the Commission? 

Mr. Mircue.u. Yes; they do. They look up information and get 
citations and things of that kind. 

Mr. Cross. We have some good research people there. 

Mr. Anprews. Are they classified as lawyers? 


Mr. Mircuexu. No; none are classified as lawyers. 

Mr. Cross. They have some people who do good work. 

Mr. Corron. Do they prepare information for people out in the 
field offices? 

Mr. Mircuetu. They furnish information to our field offices when 
requested; and to lawyers and | ngoeape saa if the inquiries are legiti- 


mate library inquiries. They do not give legal opinions, but they do 
furnish information by letter about publications, sources of infor- 
mation, citations; they also furnish information to other bureaus of 
the Commission. 

Mr. Putuutps. It seems to me you had some correspondence with 
another Member of Congress, and that is why I was asking about the 
people in the library not being fully occupied in their time, with the 
thought that maybe you could shift those over to help Mr. Hamm 
work out some of | the other programs. 

Mr. Mircue .t. I cannot say whether some of the people who work 
in the library would be qualified for the kind of work he has. 

Mr. Hamm. I think I have that letter here. 

Mr. Puaruurps. The question in the mind of one of our Congressmen 
was they were qualified mostly for sitting around. Is that your 
impression? 

r. Mitrcuett. I do not think that is true. I think, though, we 
have more in our law library—I was on the Supreme Court of lowa 
for 10 years and we had a library, and we had less people in that 
library than we have here. 

Mr. Corron. If I am a practitioner, a lawyer licensed to practice 
before the Interstate Commerce Commission up in my State, can I 
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write down to your library to your research people and get them to 
look up matters and give me a memorandum? 

Mr. Mrrcnety. No; I think they will not do that, but they would 
furnish you with citations, with information in regard to those cases 
decided by the Commission. 

Mr. Corron. It has been my experience as a country lawyer that 
no lawyer will do work if he can get somebody to do it for him, and 
I wondered if the necessity for these people was that they were doing 
research work for practicing attorneys that the attorneys themselves 
ought to be doing or financing. 

r. Mrrcnety. No; I do not think that is true. The library is 
open to practitioners and is used by them. Publications are made 
available. 

Mr. Pariures. In 1951, Mr. Hamm, the Bureau of Law had 178 
cases. How many employees did a have that year? 

Mr. Hamm. You are going back before my time. 

Mr. Paruties. Take 1952, then. My point is very obvious. If in 
1951 you had approximately the same number of people and Mr. 
Johnson contends you have not changed your general personnel in 
number in the Commission for several years, you have increased the 
number of cases before that bureau from 171 in fiscal year 1951 to 
300 in the present fiscal year and an estimated 325 in fiscal year 1955, 
and you apparently are asking for only 7 more people to do the work. 
Now it suggests a question: just what is the basis of the increase, if 
the employees were able to carry this additional load? 

Mr. Mircue.i. We have combined law enforcement with the Law 
Division and did away with the law enforcement section to save 
time, expense, and manpower in the Chief Counsel’s office. And that 
is what we will be able to do in this consolidation in other bureaus, 
I think. 

Bureau or TRAFFIC 


Mr. Puruips. Turning now to page 141, Bureau of Traffic, I want 
to call your attention, Mr. Hamm, to the fact that this justification 
actually is not made up in a uy that is understandable to the com- 


mittee. You say here that you had 214 positions in 1954, but that is 
not the number of people you have — now. 

Mr. Hamm. That was allocated to them under the appropriation. 

Mr. But actually-——— 

Mr. Hamm. They are not actually employed now. 

Mr. Puriurs. How many do you have there now? 

Mr. Hamm. 201 or 202. 

Mr. Puruurps. In other words, in all of these cases you are operating 
with a less number of people than are shown in the justification figure 
before us, because you say they were authorized nine additional people, 
while you do not have as many people as the additional authorization. 

Mr. Hamm. No; that is right. 

Mr. Puruures. There are far less people than the authorization. 

Mr. Hamm. They went down after the last fiscal year. That is 
where we are behind. ; 

Mr. Paruurrs. O. K., but you are running the business with fewer 
people than what you had last year, plus the number you asked for. 

Mr. Hamm. Yes. 
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Mr. Puiturps. I think it would be helpful if you would put in the 
record not only the number of people you show as your authorization 
for 1954, but the actual number you have there now. 

Mr. Hamm. We can do that. The point, Mr. Chairman, is I do not 
think we are running it quite right with these people, because we have 
this backlog. 

Mr. Putuures. In which of the areas do you have a backlog? 

Mr. Hamm. We have a backlog in traffic on inspecting tariffs that 
come in. They are supposed to examine tariffs that come in and see 
that they conform with the regulations, and they are now being given 
a rather cursory examination. 

Mr. Putuurps. What is the actual backlog? 

Mr. Hamm. Some 65,000 rail tariffs and about 65,000 motor carrier 
tariffs. It is not a backlog in that they are not accepted, but the 
feeling is they are not carefully examined before they are accepted. 
And that, in turn, leads to later litigation before the Commission. 


CoMPARISON OF PosITIONS AND OBLIGATIONS BY BuREAUS AND 
Orricrs, 1954 anp 1955 


Mr. Puiuirs. The clerk suggests as a matter of convenience for 
getting up the hearing and probably for you, to take that table on 
page 5, which is the first table, where you have the number of positions 
shown that you want, that you make another column just showing 
the number of people presently in positions. 

Mr. Hamm. bn duty right now. 

Mr. Puiures. Yes, and then go down that list and tell me in which 


of those areas you have a backlog. For instance, ‘Informal cases’’ 
Mr. Hamm. As of which date for the on duty? As of today? 
Mr. Puriurps. What would be the easiest for you? 
Mr. Hamm. December 31. 
Mr. Puruurrs. Then take it up to December 31. 
(The information requested is as follows:) 
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Comparison by bureaus and offices of the estimated number of positions and total 
obligations for the fiscal year 1954 with fiscal year 1955 


Comparison 1954 
Rew 1954 1955 with 1985 
Bureau or office ment. 
3 "| Post. Amount | PS | amount | PS! | amount 
tions tions tions 
Commissioners and their offices- -.- 50 50 $331, 451 50 $332, 290 0 +$839 
7 7 43, 471 7 0} +20, 
28 29 118, 327 120, 041 0 +1,714 
15 16 75, 735 16 '9, 700 0 +3, 
36 38 117,009 38 124, 308 0 +7, 299 
49 208, 572 49 207, 310 0 -1, 
Total, managing director-_.-- 134 139 563, 114 139 594, 908 0} +31, 794 
ll 12 025 12 86, 594 +2, 569 
37 37 141, 539 140, 938 0 —601 
32 32 99, 166 32 102, 464 +3, 298 
81 324, 730 81 329, 996 |......-- +5, 266 
112 118 726, 462 118 739, 022 0| +12, 560 
37 , 008 37 254, 055 0 +47 
711, 169 Ww) 737,010 +25, 841 
14 15 722 15 87, 802 0 +2, 080 
20 21 157, 369 21 157, 966 0 +6597 
54 380, 175 60 386, 571 0 +6, 396 
inspection 97 102 707, 500 647, 100 —60, 
Motor carriers: 
Administration __.............. 23 24 133, 033 24 132, 622 0 —411 
eae 106 115 444, 4 115 449, 015 0 +4, 586 
123 129 918, 131 1 324 0} +36, 193 
OP cusinivestiinceutdeesn 31 35 134, 35 136, 187 0 +1, 594 
EEE TS PE ET 30 126, 307 30 129, 341 0 +3, 034 
241 248 | 1,455, 459 252 1, 507, 582 +4 | +652, 123 
Total motor carriers. 551 581 | 3,211, 952 585 | 3,309,071 +4) +97,119 
Safety (railroad) ............. 121 123 971, 729 123 971,129 0 - 
linnossdsocascocesetunem 52 488 58, 126 +12 | +101, 638 
200 214 1,074,649 214 | 1,078, 753 0 +4, 
Tremepert economics and statistics - 131 140 649, 665 140 658, 612 0 +8, 947 
) eS es 67 78 462, 494 78 470, 838 0 +8, 344 
Water carriers and freight forward- 

19 21 120, 323 21 120, 980 0 7 
LEAL OR EE 0 0 40, 000 0 000 0 +5, 000 
Printing and reproduction _._.....- 0 0 175, 000 0 175, 000 0 0 

Total, Interstate Commerce 
ra 1,818 | 1,926 | 11,304,000 | 1,934 | 11, 554, 229 +8 | +250, 229 


BUREAU OF ACCOUNTS AND COST FINDING 


A large portion of the work of this Bureau must be handled currently to avoid 
inconvenience to carriers and delays in stating their accounts. Therefore, it is 
not feasible to reflect the backlog in work units. 

The work has fallen behind in all sections of the Bureau. Important pending 
matters which should have been handled at a much earlier date are as follows: 

(a) Revision of the form ef income statement for railroads. 

(b) The matter of recording in the property investment account the original 
cost of property as found by the Bureau of Valuation (estimated in part) to 
take the place of the present historical book values. 

(c) Study with respect to treatment of past accrued depreciation of railroad 
property that has not been recorded in the accounts. 

(d) Study for the purpose of formulacing a rule that will result in uniform 
accounting for replacements of such magnitude as to constitute rebuilding of a 
unit of property. 

(e) Study to determine the feasibility of separating Federal income taxes as 
between those relating to transportation income and nontransportation income. 

The following matters have been docketed for study but no action has been 
taken to date: 


y 
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Review of the provisions of all accounting regulations prescribed for carriers 
with a view to attaining greater uniformity between the several types of carriers 
regulated by the Commission, especially with respect to balance sheet, income, 
and surplus accounts. 

Review of carriers’ annual reports (other than motor carriers) for the purpose 
of detecting improper accounting and other practices. 

Study the effect of the change in activities of railroads due to extensive use of 
diesel locomotives. Some railroads already are completely dieselized and the 
trend appears to be in the direction of complete dieselization for all railroads. 
This might call for drastic revision of the classification of operating expenses to 
meet the changed conditions. 

One of the most important functions of this Bureau is the policing of carriers’ 
accounts to determine whether or not the carriers are complying with our rules 
and filing correct financial reports. This matter is of vital importance to the 
Commission’s principal function, viz, ratemaking. The financial reports filed 
by carriers serve as a basis for determining the need for increased rates and charges. 

The most serious backlog in this Bureau is in the field inspections of the carriers’ 
accounting practices to protect the shipping public. The continued delay in field 
inspections is causing a serious weakness in effective policing of carriers’ accounting 
records. 

BUREAU OF FINANCE 


The Bureau of Finance had 133 proceedings pending as of December 31, 1953. 
These proceedings were all initiated by carriers under the provisions of the Inter- 
state Commerce Act or parties to proceedings for the reorganization of railroads 
under section 77 of the Bankruptcy Act. Because of its nature much of the work 
of the Bureau must be kept current. The present force of the Bureau is unable 
to keep the work current. For example, as of January 18, 1954, there were 22 
proceedings upon applications under sections 1 (18), 5 (2), and 312 of the Interstate 
Commerce Act ready for proposed reports or final reports, or in which proposed 
reports and final reports were being prepared, with only 6 examiners to do the 
work. These applications all have as their object savings in transportation 
expenses and improvement of transportation services. Every day’s delay means 
loss of efficiency and economy in transportation service contrary to the national 
transportation policy. 

BUREAU OF FORMAL CASES 


The basic incoming work of this Bureau is the formal complaints filed, investiga- 
tion and suspension proceedings, and ex parte peers, instituted. During 
the 6-month period ended June 30, 1953, a total of 187 such items were received as 
compared with the 6-month period ended December 31, 1953, when a total of 219 
were received, an increase of 17 percent. 

The backlog of the Bureau consists of the formal proceedings pending therein 
requiring prehearing conferences, hearings, preparation of proposed or final 
reports, and technical memoranda on pending pleadings or petitions. Such pro- 
ceedings totaled 564 on June 30, 1953, and 611 on December 31, 1953, an increase 
of 8.3 percent. Compared with 412 such cases disposed of during the fiscal year 
1953, the backlog on December 31, 1953, represented about 18 months’ work. 


BUREAU OF INFORMAL CASES 


The number of informal complaints pending as of January 31, 1953, was 1,767, 
of which 574 were on the desks of employees and the remainder were in the files 
awaiting information from complainants or carriers. 

During the 1953 calendar year, the Bureau received 1,794 informal complaints 
and disposed of 2,073. While those figures show that 279 more complaints were 
disposed of than were received, nevertheless the figures are very misleading, as a 
very considerable number of the complaints disposed of resulted from adverse 
action by the Commission under controlling formal cases; that is, cases growi 
out of Ex parte No. 166 increases. ‘Those informal complaints, therefore, requii 
very little handling. 

There are now four informal-complaint examiners handling such complaints. 
Some complaints when finally submitted may be disposed of within a very short 
time, maybe 30 minutes. Others may take a day or more. On the average about 
100 average informal complaints can be disposed of per month by the present 
force. To dispose of all the pending intormal complaints would, therefore, require 
about 18 months. These informal-complaint examiners handle considerable cor- 
respondence not filed as informal complaints. 


|| 
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BUREAU OF INQUIRY 


There is a heavy volume of work which this Bureau is charged with the duty 
of handling and progressing to a conclusion, such work relating to investigation 
and prosecution of numerous and varied violations of I, III, and IV of the 
act, of the Elkins Act, and of related acts, together with frequent participation in 
formal docket proceedings before the Commission, and other assignments. Extent 
of the Bureau’s work pending on December 31, 1953, may be partially demon- 
strated by the following data: (1) 21 cases pending in court; (2) 138 completed 
investigations and current investigations under consideration by attorneys; (3) 30 
matters currently assigned to special agents for investigation and pe assign- 
ment to them; (4) 6 complaints and other information for field investigation 
received during December 1953. 


BUREAU OF LAW 


It is difficult to pinpoint the backlog in law and enforcement work in numbers, 
but such work that should have been undertaken has had to be curtailed. Lack 
of an efficient enforcement program has caused violators of the act to believe 
that they can proceed without penalty in ways not permitted by the act. 

In the Section of Indices, where the work of digesting, indexing, and codifying, 
important holdings in Commission and court cases, etc., is far behind. It is 
absolutely necessary to bring the work up to date and to keep it current. 


BUREAU OF MOTOR CARRIERS 


The Section of Certificates had 106 employees on December 31, 1953, and has 
been allocated 115 positions for 1954 and 1955. There were 650 applications on 
hand being processed, which is a backlog of 3 months’ work, and 463 applications 
for transfer, which is approximately 6 months’ receipts. 

The Section of Complaints had 123 employees on December 31, 1953, as 
compared with 129 positions authorized for 1954 and requested for 1955. The 
backlog of work on hand, 2,606 applications for operating rights, 230 finance 
cases, and 716 rate cases, plus 276 petitions. This would be equivalent to the 
entire output of our present staff for 9 months if no work were done on proceedings 
instituted during that period. 

The Section of Insurance had 31 employees on December 31, 1953, as compared 
with 35 authorized for 1954 and requested for 1955. The section had 4,234 
certificates of insurance pending and not processed and 601 delinquent carriers 
not yet handled. This amounts to about 1 month’s receipts. As failure to 
handle insurance filings and delinquencies immediately results in many carriers 
operating without insurance, the delays in handling the work on a current basis 
can have serious results to the general public. 

The Section of Safety had 27 employees on December 31, 1953, out of 30 
employees authorized for 1954 and requested for 1955. One vacancy was the 
safety engineer which position has since been filled. That vacancy was created 
4 the recent resignation of the only engineer on the motor-carrier safety staff. 

e backlog for that position cannot be stated statistically because the advice of 
the safety engineer is needed currently in connection with preparation of safety 
regulations and the study of accident reports. The other two positions are clerical 
and are required in the tabulation of accident reports. The backlog of accident 
reports not initially studied was 4,943 which is about 2 months’ receipts. The 
number not completely studied to discover the occasion and causes of accidents 
was 34,941, which is about 1 vear’s receipts. 

The field staff had 241 employees on December 31, 1953, out of 248 authorized 
for 1954 and requested for 1955 excluding the 4 to perform liaison work for DTA 
on a reimbursable basis. As of December 31, 1953, there were 861 reports of 
violations which have been awaiting initial investigation for more than days. 
About 280 such complaints are received each month. The other work of the 
field staff, such as assisting carriers in is applications and tariffs, making 
recommendations on the feasibility of handling applications without hearing, 
assisting joint boards, investigating accidents and safety practices of carriers, 
interviewing carriers who are delinquent in filing insurance, and making investi- 
gations and reports to the Commission on general operating conditions, are not 
subject to a statistical statement of backlog, because the work which is not done 
currently along that line is not done at all. 
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BUREAU OF SERVICE 


It is impossible to be specific as to the number of cases involved in the backlog 
of this Bureau’s work. It. is simply a fact that it is unable to make the proper 
checks of railroad agencies covering demurrage and tariff violations, violations of 
the regulations governing the movement of explosives and other dangerous articles, 
and investigate car supply and distribution. 

The nature of the work of this Bureau is such that no backlog of work can accu- 
mulate except in the Section of Explosives in the Washington office. It is neces- 
sary to keep the service agents in the field continuously after railroad operating 
officials to see that the public receives the service to which it is entitled. 


BUREAU OF TRAFFIC 


The following table shows the principal classes of work on hand (backlog) 

December 31, 1953: 
Type of work 

Rate checking 
Waypbills (for checking short line distances and rates) 
permission applications 

emporary authority applications 
Fourth section applications 
Rate adjustments protested and suspensions asked 
Freight forwarder contracts not examined (approximate) 
Released rates applications 
Correspondence (unanswered letters dealing with rate and tariff matters) _ 
Stenographic, typing, and other necessary clerical work hours _ - 


Tariff filings are received at the rate of approximately 11,000 per month. It 
is estimated that 80 percent of these tariffs must be placed in the file without 
even a cursory check for detection of errors and for compliance with the Com- 
mission’s tariff circular rules. It is conservatively estimated that there are 
approximately 50,000 tariffs in the Commission’s files that were never examined 
other than for lawful notice. It has and is continuing to result in a thorny crop 
of litigation before the Commission and the courts owing to the inability of 
shippers and carriers to agree on the amount due for transportation under ambig- 
uous and faultily drawn rate tariffs. 

The work of the Special Permission and Temporary Authority Branches must 
be kept reasonably current. The nature of the work of the Suspension Board is 
such that there can be no backlog whatsoever. Approximately 75 percent of the 
work of the Fourth Section Board must be kept reasonably current but due to 
the ever increasing heavy workload very little, if any, progress can be made in 
reducing its backlog. Due to the nature of the applications in the backlog it is 
conservatively estimated that they represent approximately 24 months of work. 
These two Boards must be kept as near adequately staffed as possible, therefore, 

romotions to positions higher than grade GS-7 ultimately results in a grade 

S-7 tariff examiner vacancy. 


BUREAU OF TRANSPORT ECONOMICS AND STATISTICS 


The employment in this Bureau on December 31, 1953, was 131, or 9 under 
the 140 provided for 1954 and requested for 1955. 

On June 30, 1953, the work in the Annual Reports Section was approximately 
1 year behind the schedule maintained in 1948 and by December 31, 1953, had 
increased to about 14 months. The data compiled by this Section are necessary 
tools in connection with the Commission’s regulatory duties. 

The foregoing figures regarding annual reports take no account of the thousands 
of annual reports of class II and III motor carriers which are accumulating each 
year without being processed. 

In the research section many important projects dealing with current trans- 
shag are problems have not been undertaken and completions of others have 

n delayed for long periods of time. 
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BUREAU OF VALUATION 


The backlog as of December 31, 1953, measured by the workload annually 
received, expressed in months, is as follows: 


Railroads: 
Accounting section: Field auditing, 36 months, 
Engineering section: Pricing V. O. 3 returns, 80 months 
Land section: Present value, 100 months 

Pipelines; 
Accounting section: Field auditing, 12 months 
Engineering section: Pricing V. O. 3 returns, 6 months 

d section: Present value, 6 months 


BUREAU OF WATER CARRIERS AND FREIGHT FORWARDERS 


The total number of pending application cases respecting water carriers and 
freight forwarders remained fairly constant during the fiscal year 1953 and the 
first half of the 1954 fiscal year. However, the backlog of section 5a cases has 
increased during this period from 15 on July 1, 1953, to 20 on January 1, 1954. 

‘In the fiscal year ended June 30, 1953, 192 operating authority applications 
and petitions were filed or reopened by water carriers and freight forwarders, and 
198 were decided. The importance of endeavoring to dispose of these applica- 
tions and other work relating to forwarders and water carriers as promptly as 
possible has delayed work on the disposition of section 5a proceedings. Applica- 
tion work is expected to continue through 1954 in substantially the same volume 
as 1953. 

Mr. Putturps. You mentioned formal cases and informal case back- 
es. What else do you have? You have traffic? 

r. Hamm. We get into the Bureau of Motor Carriers—the 
Complaint Section of Motor Carriers. 

Mr. Puruirps. Well, we will take that up this afternoon. We are up 
to the Bureau of Valuation, at page 168, but I omitted all the motor 
carriers because that was too long to start this morning. We will 
take that up this afternoon. 


Locomotive INSPECTION 


_ Mr. Tuomas. This Locomotive Inspection Act, that is a broad 
generic term. It does not say anything about steam boilers, but when 
you read the act everything goes right back to that old steam boiler. 

_ What about these new diesels; do they have any steam boilers in 
them, or do they have anything that is connected with the purpose for 
which this old act was written? 

Pin Jounson. It has a boiler for heating purposes, just for heating 

e train. 

Mr. Tuomas. That is a steam boiler, then? 

. Mr. Jonnson. It does not carry big pressure. 

Mr. Tuomas. What I am getting at is, is there any comnection 
between three-quarters of the engines running today and that old en- 
gine when this act was written back in 1911? 

Mr. Jonnson. Very little. 

Mr. Ciarke. No; no connection, except the old act has been 
amended to include all appurtenances to the locomotives, which 
includes the new devices. 

Mr. Tuomas. That was amended in 1940. 

Mr. Crarke. Yes. 

Mr. Tuomas. How important is that? 

Mr. Crarke. It is not as important from a safety standpoint 
as the old steam boiler and disproportionate consideration is given 
to it. 
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Mr. Tuomas. Just what did the 1940 act do in the way of changing 
to bring the old Steam Boiler Act up to date? What did it do? 

Mr. Cuarke. It just redefined locomotive to include a diesel, and 
we are now in process of revising our rules and regulations to cover 
locomotives other than steam. That has not been done. 

Mr. Tuomas. Is there the same necessity for inspection of the 
diesel as there was for this old steam thing? 

Mr. Cuarks. My personal opinion is that you do not need as much 
inspection of the diesel. 

Mr. Tuomas. I have read the new act. You keep on saying about 
50 inspectors being mandatory in the act, but I saw 15 in the act and 
not 50. 

Mr. Crarke. It is 50. 

Mr. Tuomas, It is 50 and not 15 in the act? 

Mr. Yes, sir. 

Mr. Tuomas. Has it been changed any? 

Mr. Ciarke. No, it has not. And that is one of the changes we 
want to make. 

Mr. Tuomas. How many do you need? 

Mr. Cuiarxe. Enough to do the oP, It would be something less 
than that; I am not prepared to say how many. 

Mr. Tuomas. Suppose we put a limitation in here that you could 
only have 25, and reduced the Bureau proportionately? 

Mr. Cuarke. I think under the act we would still have to em- 
ploy 50. 

Mr. Puruutps. No; this would be the law, then. 

Mr. Knupson. Why would it not be a better idea to allow some 
maneuverability for the use of those people in other ways? 

Mr. Tuomas. You have to have a limitation in it. 

Mr. Corton. The committee will be in order. When we adjourned, 
Mr. Thomas was in the midst of a point. Do you wish to proceed 
with that at this time? 

Mr. Tuomas. No. 

Mr. Jounson. Because of certain remarks made and questions 
asked I want to say this: This budget proposed is greatly below that 
recommended in the Wolf report, which report I thought had approval 
here and in the Senate. 

Mr. Hamm’s office, the personnel in Mr. Hamm’s office, is three 
personnel below that recommended by the Wolf report. 

The library, which is a library with international reputation—and 
once the Bureau of the Budget raised the same question which you 
raised this morning, as to the number of people in our library as com- 
pared to others—it was found that by standards as adjudged for 
gener libraries we are much below the personnel in the Bureau of the 

udget. 

Our personnel section had fewer people than are allowed as stand- 
ard for the number of personnel, compared to the number of employees 
in any other organizations. Those were the things I wanted to put 
in the record. 

Mr. Corton. Thank you, Mr. Johnson. 

Before proceeding to the point where we were when the chairman 
left at recess, I had 2 or 3 questions which might take up the time . 
until he resumes. 
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Bureau or Moror Carriprs 
FUNCTIONS AND WORK OF FIELD OFFICES 


I believe someone has been requested to insert in the record the 
statistics about the field offices, the number, and where they are lo- 
cated. Before receiving that I had 1 or 2 questions I wanted to get 
straightened out about these field offices. field office of the Inter- 
state Commerce Commission located in some State or some county 
seat with a small personnel—you have many of them; have you not? 

Mr. Jounson. Yes. 

Mr. Corron. Will you tell me this: In a field office of the Interstate 
Commerce Commission with one man and some stenographic assist- 
ants, what are the matters handled? 

Mr. Jounson. It would depend on what activity in the Commis- 
sion supervised that field office. 

Mr. Cross. A motor-carrier office? 

Mr. Corron. It is a motor-carrier office. 

Mr. Maunarriz. Probably supervisor of motor carriers. 

Mr. Corron. For instance, if a certain motor carrier desires to be 
certified, applies for a certain route, to whom does that application go? 

Mr. Cross. It is not quite so easy to answer. It depends on 
whether it is informal or takes on the aspect of a formal application. 
i Deve an outline here of the functions of our motor-carrier field 
offices. 

Would you like to have me give you some of that? 

Mr. Corron. That will all be in the record, anyway. 

Off the record. 

(Discussion off the record.) 

Mr. Corron. Mr. Commissioner, last year, according to my recol- 
lection, this committee attempted to reduce the appropriation for the 
safety work of the Motor Carrier Division. Later in debate on the 
floor and in events which later transpired it was alleged that what we 
had done would abolish‘and put out of business many of the field 
offices of the Commission. 

Would you care to explain that to me? 

Mr. Cross. I think there was a misunderstanding as to the lan- 
guage actually used. I take it there was no desire on the part of your 
committee to actually abolish our field services so far as motor carriers 
are concerned because that is where most of the motor carrier work is 
done at tremendous savings. Doing it in Washington actually would 
require an untold amount of paperwork and cause great delay and 
expense. 

t do not think there was sufficient explanation made by the Commis- 
sion as to the functions of safety. I have a statement here and would 
like to develop the whole thing in a rather logical way. 

I believe we have 77 field offices of the Bureau of Motor Carriers 
in the United States. In cities where we have other bureaus located, 
wherever we can, we put them together in the same offices and the 
same location. That is a matter me negotiation because we have trou- 


ble with General Services often in getting our offices combined. 

The Wolf report recommended that rather than carry on many of 
our functions here in Washington which required an undue amount 
of paperwork, that we decentralize rather than increase our central- 
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— of efforts, and that we add to the responsibilities of our field 
offices. 

So far as motor-carrier safety is concerned that is but a small part 
of what our field offices do. 

I have emphasized that where we have these field offices in the 
larger cities we combine them with other bureaus so that there is one 
consolidated office. But, Mr. Chairman, perhaps in your community 
in New Hampshire that 1 man and his stenographer may serve 3 
or 4 States and may serve most of the territory, exclusive of Boston 
and the southern part of New England. I think that is true. 

Mr. Corron. I think he serves northern New Hampshire and 
Vermont, or perhaps another State. 

Mr. Cross. I think he probably covers most of the three States. 
He is there to do all of the functions that have to do with the Bureau 
and I would like to enumerate some of them to you. 

Our Bureau through the field offices assists motor carriers in properly 
reparing applications for authority, transfers of authority, and so 
orth. ithout this assistance the majority of such applications 

would be incomplete and be returned by Washington. Nearly 
every application has to be amended and corrected to make it work- 
able. It would result in a greatly added workload here and a sub- 
stantial delay in the disposition of applications. Investigations are 
made and recommendations are made for permanent authority 
applications under no-hearing procedure. We can process many 
cases without hearings under this simplified procedure whereas they 
would be formal proceedings if not for the assistance of our field staff. 

More than 15 percent p pel applications of this kind are handled 
in that way. 

If we discontinue that, it would take additional time to have this 
paperwork done in Washington, resulting in trips made either from 
our Washington staff to the locale or trips on the part of the parties 
who want simple relief to Washington. 

The field services serve as the Commission’s representatives on over 
1,000 joint board hearings annually. Section 205 of the Motor Car- 
rier Act provides that where there is an application for operating au- 
thority embracing operations in not more than three States the matter 
shall be referred to a joint board. We find in these so-called joint 
board cases it is absolutely necessary in almost 100 percent of the cases 
to have our fieldmen carry on the actual work and prepare the report. 

Mr. Krevucer. What do you mean by joint boards? You mean 
boards of these three States which meet in joint session? 

Mr. Cross. The Motor Carrier Act when it was passed considered 
the question of the rights of the States in conjunction with Federal 
regulation, and there was written into the act section 205, a provision 
that in any application for motor-carrier operating authority, where 
not more than 3 States were involved, the matter should be referred 
to a joint hoard made up of members from the 3 States. 

That procedure is set forth in the statute. Generally the joint 
board member is named by the Governor but in certain cases can be 
named by the State commission. 

The hearing is set. The joint board members may or may not 
appear. In some cases they all appear. Very often they do not all 
appear. They are paid by the Commission their actual travel expense 
and per diem. The joint board makes a recommendation to the 
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Interstate Commerce Commission as to whether that authority should 
be granted or denied. 

The hearing is conducted with a representative of the Interstate 
Commerce Commission present. That can either be one of our own 
examiners sent from Washington or it can be one of our field men who 
have the requisite qualifications to advise and assist the joint board. 

When that hearing is completed a record is made, and the practice 
universally is that the report shall be written in Washington by the 
man who sat with the joint board and heard the case, or if he is not 
in Washington it would be written by the field representative who 
assisted the joint board and heard the case, and submitted to the 
members of the joint board for comment. 

They can apneeye or disapprove in writing, and the whole record 
then goes to the proper division of the Commission to either grant or 
deny the application. 


INVESTIGATIONS BY FIELD FORCE 


Mr. Corton. Will you proceed with your general explanation now, 
Mr. Cross? 

Mr. Cross. The field force investigates and makes recommendations 
for the grant or denial of over 2,000 temporary authority applications 
each year. Without this field work many of such applications would 
have to be heard by an examiner from Washington and the staff in 
Washington handling the matters would have to be greatly increased. 
All of this would result in excessive costs to the applicants and delay 
the shipper to such an extent as to nullify the provisions of the act. 

The fleld force investigates and makes recommendations on over 1,400 
applications per year covering transfer or lease of operating authority. 
As a result of this service over 60 percent of these applications are 
disposed of without hearing. Without a field staff all of these applica- 
tions would have to be set for hearing at great cost to the Government 
and parties and much delay would result in the disposition of the cases. 

The field investigates and makes recommendations on over 150 
applications per year for temporary authority to lease rights. With- 
out this service an investigator from Washington would have to make 
an investigation with resulting loss of time in final disposition of the 
matter. 

The field investigates and makes recommendations on over 850 
revocations of operating rights each year. Without a field staff each 
of these would have to be set for hearing at a cost to the Commission 
and resultant delay. 

As to tariffs and rates, the field offices assist small carriers in pre- 
paring tariffs, special permission applications, adoption notices, 
powers of attorney, revocation notices, and other rate documents. 
Over 1,500 of such matters are handled in the field annually and with- 
out such assistance a huge Washington staff would be necessary to 
handle the correspondence. 

The small carriers would be forced to employ technical assistance 
which is often not available in sparsely settled areas. 

The field investigates and handles 4,000 cases annually of carriers 
operating without insurance or failing to file evidence of such insurance 
with the Commission. The difficulties in handling such matters by 
correspondence from Washington would be tremendous. 


557 


PROMOTION OF HIGHWAY SAFETY 


Safety: The Commission is the only agency in the Federal, State, 
or local governments with jurisdiction and responsibility for promoting 
highway safety with respect to carriers engaged in interstate and 
foreign commerce. Please do not interpret this to mean any authority 
as to policing matters which in my judgment are vested wholly wit 
the States. 

The principal function of the field staff in this matter is the promo- 
tion of highway safety through education of fleet owners and operators. 
This is done by giving aid and assisting them, even by prosecution for 
violations, into establishing and following an effective and scientific 
safety program. The effectiveness of this work is demonstrated by a 
study of 461 motor carriers operating approximately 2 billion miles 
annually which have instituted such a program under the guidance 
of our staff. 

After allowing for increase in miles operated, accidents 

Mr. THomas. May I interrupt you just briefly at that point? I do 
not quite get the distinction between the broad generic term ‘‘safety”’ 
and exclusive jurisdiction of a State over police work. 

Off the record. 

(Discussion held off the record.) 


EFFECT OF ACTION ON APPROPRIATIONS FOR 1954 


Mr. Corron. You have enumerated a large number of functions 
performed by the field offices. I would like to have the record show 
whether or not any action taken by this committee last year with 


relation to the safety program could by the widest stretch of the 
imagination be interpreted as a closing up of these field offices, or 
could result in the closing of a field office. 

Mr. Cross. Can I answer and give my own opinion? 

Mr. Corron. Yes. 

Mr. Cross. To my knowledge there was nothing done by this com- 
mittee or any other committee of Congress which resulted in the clos- 
ing up of field offices or has in any way contributed to any motor- 
carrier accident. 

Mr. Puiuurps. As I recall last year, this committee did not actually 
take away money from the Commission which it previously used for 
any other purpose. On the other hand, the committee stated to you 
that there was more than $1 million in the appropriation which it 
would not assign specifically and directed that you had to use it for a 
certain purpose. The committee instructed you that it had to be 
used for the purpose which you thought was the most urgent. If you 
thought this was the most urgent you could have used it for this pur- 
pose; if you thought something else was more urgent you could have 
used it for that. 

However, from some source a customary campaign was started 
against Congress and the subcommittee members. We had letters 
from practically all the truck associations in the United States. I 
recall seeing a full-page advertisement in the Washington papers signed 
by one of the unions, Mr. Beck’s union. It seemed to us that it didn’t 
indicate much cooperation from the Commission to try to work out © 
what we thought was a rather serious problem. 
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NUMBER OF SAFETY INSPECTORS 


Perhaps I can get at it by questioning and ask how many actual 
investigators did you have on the road last year? 

Mr. Hamm. Safety inspectors? 

Mr. Putuirps. Safety inspectors for trucks. 

Mr. Hamm. 17. 

Mr. Puiturps. 17 safety inspectors. How many do you expect to 
have on next year? 

Mr. Hamm. There is no increase in this request. Incidentally, I 
might say that we requested—and these are not our requests but 
requests of the Bureau of the Budget—we requested more people in 
most instances for this year. 

Mr. Puaruuips. Did the request refer to the total number of employ- 
ees of the Interstate Commerce Commission or specifically item by 
item when the Bureau of the Budget returned them to you? 

Mr. Hamm. What is that? 

Mr. Puitures. Did the Bureau of the Budget say that if you needed 
more than 21 inspectors in Traffic Safety, Bureau of Motor Carriers, 
you could not take employees from some other function of the Inter- 
state Commerce Commission and put them there? 

Mr. Hamm. No, I don’t think that is required. 

Mr. Puiuurps. I don’t think so, either. In other words, I think the 
Bureau of Budget followed its usual procedure of allowing you a total 
number of employees, did it not? 

Mr. Hamm. That is right. 

Mr. Puriiurps. Then it is up to you whether you put them on safety 
inspection or put seven new lawyers in the Bureau of Law. 

Mr. Hamm. That is right. 

Mr. Parties. You think safety on the highways is less important 
than these other things? 

Mr. Hamm. I would say again what I said this morning. We had 
so many backlogs in every bureau that we just do not have the help 
to take from one bureau to another right at the moment. In the few 
months I have been there I have not seen any place where we can 
take positions and allocate to other activities. 

Mr. Puiturrs. Mr. Hamm, we are inclined to agree with you. I 
don’t think we have any argument over this. We have been agreeing 
generally speaking with what you say now for years. But we always 
meet the reaction to any attempt to do anything about this Bureau 
of Motor Carriers that this is practically the most urgent and necessary 
work you do and therefore should be kept up and increased. But you 
do not keep it up. You do not increase it. You keep 17 inspectors. 
It is difficult for this committee to see how 17 inspectors can do the 
job. How many miles of roads are there in the United States, major 
roads? It is in last year’s record. 

Mr. Jounson. I think so. 

Mr. Putuirps. Does anyone know? 

Put the figure in the record at this point and see how'17 inspectors 
can even meet a situation like that, and that is the problem before 
this committee. 

(The information requested follows: ) 
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Rural and urban roads in United States—Latest figures 1951 
Miles 


Surfaced (asphalt, concrete, gravel, etc ) 1, 998, 669 
Unsurfaced (graded and drained) 1, 327, 841 


3, 326, 510 
Source: Highway Statistics, 1951, table M-1, U. 8. Department of Commerce, Bureau of Public Roads 


Mr. Pariurrs. How much cooperation do you get from the motor 
patrols of the various States? 

Mr. Cross. This statement I started to read contains more of 
that. I would like to continue. I will continue with this state- 
ment—this has to do with motor-carrier safety. 

After allowing for increase in miles operated, accidents were reduced 
from 53,048 to 37,625, or 29.1 percent; personal injuries from 8,277 to 
4,631, or 44 percent, and deaths from 661 to 376, or 43.1 percent over 
an annual period. 

Mr. Puiturps. When was that done? 

Mr. Cross. That was done as of 1952. This is a comparison 
between 1949 and 1951. 

Mr. Puiuuirs. Is it not a fact that the insurance companies are also 
engaged in an effort to cut down accidents? 

r. Cross. They are doing a great deal on it. I think the States 
are doing a greatly improved job. 

Mr. Puiturrs. That has been the contention of this committee for 
some time. 

Mr. Cross. We appreciate that. 

Investigations of serious bus and truck accidents, 150 per year, have 
led to many changes in design by vehicle manufacturers and highway 
construction engineers. 

The Interstate Commerce Commission is the only governmental 
body equipped to establish regulations and standards for the trans- 
a of dangerous commodities including explosives, flammable 
iquids and gasses, chemicals, and so forth, which are now transported 
by truck in great quantities. All States with regulations on this 
subject base them on the ICC regulations. Our field force keeps 
carriers, shippers, and public officials informed on this important 

he fact that the highway safety work performed by this Com- 
mission does not duplicate that performed by the various States has 
recently been attested by State officials who are charged with highway 
safety. Eighty-two such officials from 41 States, including governors, 
lieutenant governors, public service commissioners, highway patrol 
se and so forth have addressed letters to the Commission to this 
effect. 

Mr. Pui.urps. Did they write those letters voluntarily? 

Mr. Cross. I am not sure of that. I think most of them come 
voluntarily. I would not know where to contact a State official to 
= for a letter. I do not know whether you go to the governor or to 
whom. 

Mr. Corron. Your fieldman would know. 

Mr. Cross. They do not have much time to do lobbying. 
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INVESTIGATION OF ACCIDENTS 


Mr. Jonas. Let me relate what happened with regard to an accident 
I know about. A truck, located in a city near my home, had a serious 
accident in south Florida, which resulted in the truck burning up. 
Two of the occupants were killed, the driver and the assistant. Your 
Atlanta office dispatched one or more investigators to the scene. 
They had a regular army of highway patrolmen, insurance men 
investigators and safety fieldmen, and so forth. Is that the usual 
a sag for your field officers to hurry to the scene of an accident 

efore the debris is hauled away to make investigations? 

Mr. Cross. We generally get reports on these accidents within a 
few hours after they happen. I think our practice in our Section of 
Safety is to investigate a few of the accidents—the more serious ones. 
It is hard to determine whether that is a question of negligence or a 
question of defective equipment. 

Mr. Jonas. Do you have a rule about that? 

Mr. Cross. No. We have no rule, and it is the exception rather 
than the rule when we send a person. 

Mr. Jonas. Who determines which accidents to look over, your 
regional director? 

r. Cross. May I ask Mr. Blanning to answer that question? 

Mr. Buannina. The field directors are under general instructions 
to investigate as many serious accidents resulting in multiple deaths 
as they can. 

Mr. Jonas. When I was home this fall I talked to the field director 
along the very lines that Mr. Cotton has been following this afternoon, 
to find out what, from a practical standpoint, the field service does. 
I got the impression from what he said that it was one of the primary 
functions of your safety program, to get onto the scene of the accident 
immediately after it occurred. He related to me how in many in- 
stances his office had been able to help collect damages for people 
who had been injured in wrecks. Is that a proper function of the 
Interstate Commerce Commission? 

Mr. Buannin@. I have not heard of any of our people being inter- 
ested in damages. 

Mr. Jonas. I do not think that was a primary interest. He was 
relating that as one of the incidental benefits that the people derived 
from this service. 

Mr. Buannina. I would gather at least that is news to me because 
our information obtained from the investigation of an accident is 
confidential and is not given out under our rules unless the Commission 
directs that it be given out. That is one of our more important 
functions. 

Mr. Cross. I believe accident information is not given out except 
at the direction of a commissioner. 

Mr. Buannina. That is correct. 

Mr. Corton. Is it given to the prosecuting authorities of the State 
if needed? 

Mr. Buannina. If the prosecuting authority asks for it through the 
Commission, it is sent to the Commission, and I assume they would 
always grant it. 

Mr. Cross. The same in general applies to railway accidents. It 
has been the practice for many years. 
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Mr. Puruuirs. I have now turned to page 112 of the justifications, 
which is the Section of Safety of the Bureau of Motor Carriers, and 
I am yet in difficulty to identify 17 inspectors. 

Mr. Buannina. They are not in the Section of Safety; they are in 
the field staff. 

Mr. Puituips. What page is that on? 

Mr. Hamm. Page 123. 

Mr. Puruurrs. You may proceed, Mr. Cross. 


ENFORCEMENT 


Mr. Cross. Enforcement: All complaints on violations of the law 
or the Commission’s regulations, most of which are filed with the field 
staff, are investigated by the field staff. These cover unauthorized 
operations, lack of insurance, failure to remit c. o. d. collections, use 
of unlawful rates, granting of concessions, failure to pay claims, in- 
adequate service, violation of safety and explosive regulations, and 
so forth. 

This service is of particular value to the small-businessman and 
shipper and shippers of household goods who usually move only once 
in a lifetime. 

About 11,000 informal complaints are received and handled an- 
nually. An additional 4,000 more serious complaints are received 
and handled annually, of which 600 to 700 are investigated for pos- - 
sible prosecution. 

Without a field staff, there would be no enforcement of part II, 
Interstate Commerce Act, as the dispatching of special agents from 
Washington to handle the complaints referred to above would be too 
expensive to even consider. Operating authorities and tariffs would 
not be worth the paper they are written on. The public would be 
at the mercy of unscrupulous carriers and the small shipper would be 
in a precarious position. A legitimate carrier would have to protect 
himself from unlawful operations by other carriers by himself per- 
forming unlawful service. This would adversely affect other forms 
of transportation and break down the national transportation policy 
established by the Congress. 


TRAVEL 


Mr. Puitups. Turning to page 7 of the printed bill, you are asking 
for $12,680 additional for travel. Why do you want additional 
money for travel? 

Mr. Hama. We have cut down considerably on all of our field 
staff on travel. 

Mr. Purtups. You have asked for additional people all down the 
line. Are they not going to be able to do this work in the field? 

Mr. Hamm. They will have to travel to do a good deal of that. 
They will have to travel from their branch o Tises. 

Mr. Paruurpes. You want an additioial $5,000 for communications. 

Mr. Tuomas. Before you leave the travel item, what does it cost 
you per year for each of your 50 boiler inspectors to travel? 

Mr. Hamm. Per man? 

Mr. Tuomas. Yes. They are on the road fully 5 or 6 days a week, 
are they not? 
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Mr. Hamm. Each inspector works away from headquarters approxi- 
mately 11 days a month. 

Mr. Tuomas. You are speaking now of your railroad locomotive 
inspectors? 

Mr. Hamm. Yes. 

Mr. Putuirps. Do you mean that a field inspector is out in the 
field less than 2 weeks every month actually inspecting? The rest 
of the time he is near his office? 

Mr. Hamm. That is right. He is in the major cities, but they go 
to division headquarters. 

Mr. Puruuirs. Can you answer Mr. Thomas’ question? Can you 
ve the amount that it adds up to perman? If you do not have it, put 
t in the record at this point. 

Mr. Hamm. It is approximately $2,000 per man. 

Mr. Anprews. Where are the locomotive inspections made? 

Mr. Hamm. In the shops. 

Mr. Anprews. In the roundhouses? 

Mr. Hamm. In the yards at division headquarters. 


PENALTY MAIL 


Mr. Putuurps. Penalty mail is increased $5,000. 
Mr. Hamm. That was put into effect in August of this year. 


AUTOMOBILES 


Mr. Putiires. You have an increase of $22,000 in equipment. Is 
all of that for automobiles? 

Mr. Hamm. $22,400 for automobiles is what we are requesting for 
this year. 

Mr. Putuurpes. You asked for 6 new ones last year? 

Mr. Hamm. Four. 

Mr. Puttures. Do you want more for next year? 

Mr. Hvmm. Twenty. 


BACKLOG IN SECTION OF COMPLAINTS 


Mr. Jonas. We have not spent much time on the hearing work. 

How does your backlog stand? How do you stand with respect to 
cases? Have you made any progress since last year? 

Mr. Cross. I think you are interested particularly in motor carriers? 

Mr. Jonas. Yes. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Putuips. Mr. Reporter, at this point in the record, would you 
insert pages 95 through 133 of the justifications. 
(The justifications are as follows:) 


Bureau or Motor CarRiprs 


The duties of the Bureau relate to the regulation of motor carriers under part II 
of the Interstate Commerce Act, including the issuance of certificates of con- 
venience and necessity, permits, and licenses; handling complaints of shippers 
and others against the rates, charges, and practices of motor carriers; administer- 
ing the Commission’s rules regarding insurance for the protection of the public; 
investigation of violations of part II; and promoting safety of operation an 
equipment of motor carriers. Mt also deals with insurance of freight forwarders. 
under part IV of the act. 


a 
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Comparison of 1955 budget with 1954 appropriation 


Personal | Other | 
services | objects Total 


| 
$307, 987 $3, 309, 071 
277, 093 3, 211, 952 


30, 894 | 97, 119 


$3, 
2, 


001, 084 
934, 859 
66, 225 


The employment in this Bureau on July 1, 1953, was 539, and 42 additional 
positions were authorized under the 1954 appropriation. These additional 
positions will be filled for only three-fourths of the current fiscal year. Of the 
increase of $66,225 for personal services, $44,385 is needed to pay the full-year 
cost during the fiscal year 1955. The remaining $21,840 of the increase represents 
the cost of the 4 additional positions shown for 1955 and which will be used to 
perform liaison work for the Defense Transport Administration in connection 
with its civil defense responsibilities. The DTA is to reimburse the Commission 
for this service. 

Of the increase of $30,894 for other objects, $8,494 is needed in connection with 
the increased number of hearings relating to applications for operating authority 
to be held outside the District of Columbia and for field investigations with 
respect to such applications, and $22,400 is needed to replace 16 more automobiles 
in 1955 than the 4 authorized for 1954. 

The work of the Bureau is performed by six sections, namely, administration, 
certificates, complaints, insurance, satety, and field. The 1955 budget estimates 
and justification for each section are as follows: 


SECTION OF ADMINISTRATION 


The work of this Section covers all of the administrative details for the entire 
Bureau, such as personnel, space, equipment, supplies, time records, preparation 
of general services, mailing list records, expense and travel records and vouchers 
public reference room, minutes, and other miscellaneous items both for Washington 
and for the field offices. 


Comparison of 1955 budget with 1954 appropriation 


Personal Other 
Positions services objects 


24 $111, 137 $21, 485 
24 111, 648 21, 385 


0 511 1100 


! Represents an increase. 


The 24 positions provided in the 1955 budget estimates for this Section are 
separated by categories as follows: 


Director and assistant director 
Field assistant 


SECTION OF CERTIFICATES 


The major objectives of this Section are the | egg ctor and submission to the 
Commission for determination, applications for temporary authorities under 
section 210a (a) of the act, and applications for transfers under Section 212 (b) - 
of the act, and similar duties; and performing work in connection with the pre- 
liminary handling of applications, including applications for certificates, permits, 
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licenses, unifications of carriers subject to section 5 of the act; and other similar 
and related work, including the issuance of such certificates, permits, and licenses. 


Comparison of 1955 budget with 1954 appropriation 


Personal Other 
Fiscal year Positions services objects Total 
115 $445, 134 $3, 881 $449, O15 
115 440, 548 3, 881 44) 429 
Increase 1955 over 1954. ...........-........--..-- 0 4, 586 0 4, 586 


The employment in this section on July 1, 1953, was 106, and 9 additional 
see ey were authorized under the 1954 appropriation. These nine positions will 
e filled for only three-fourths of the current fiscal year. The increase of $4,586 is 
needed to pay the full-year cost of these positions during the fiscal year 1955. 
The 115 positions provided in the 1955 budget estimate for this section are 
separated by categories as follows: 


The following tabulations show, by number of applications filed under various 
sections of the Interstate Commerce Act, the actual workload of this section for 
the fiscal years 1951, 1952, and 1953, and estimates for the fiscal years 1954 and 
1955: 


Number of applications 


Fiscal years 
Description Section Nos. Actual Estimated 
1951 1952 1953 1954 1955 

Late 206 (b). 

On Bane CF 4 2 0 2 0 

2 0 2 0 0 

ame 4 2 0 2 0 

New operations..--.-..........- 207 and 209 

On hand at beginning of year.............]....--....--..-- 3,230 | 3,066 3,001 | 2,783 2, 499 

Received during year. 3,081 | 2,675 | 2,382 2,506 2, 631 

3,245 | 2,740} 2,600 | 2,790 2, 873 

Pending at end of year............... 2, 257 

On hand at beginning of year. ............|...-......-.-.-- 34 9 0 0 0 

Received during year. 492 483 498 525 500 

Disposed of during year.................-- 517 492 498 525 500 

Pending at end of year.............--.-.-- 9 0 0 0 0 

On hand at beginning of year 82 57 54 27 12 

Received during year. 13 16 18 15 12 

Disposed of during year. 38 19 45 30 24 

Pending at end of year... 57 54 27 12 0 
Temporary 

On hand at beginning of year 305 106 93 45 1 

Received 2,639 | 2349| 1,876] 1,796 1, 755 

2,838 | 2,362] 1,924] 1,825 4, 760 

Pending at end of year_.....- ow 106 93 45 16 ll 
Temporary authority extensions._...........- 9 (b). 

hand at beginning of year.............|.....-...-..---- 17 0 0 0 0 

Received during year... - 433 453 372 341 326 

Disposed of during year aieeidasinditedaninaditinad 450 453 372 341 326 


| 
| 
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Number of applications—Continued 


Fiscal years 


Actual Estimated 


1952 1954 


Exemptions 
On hand at beginning of 
Received during year 
Disposed of during year 
Pending at end of year 
Transfer and lease - 
On hand at beginning of year __- 
Received during year 
Disposed of during year... 
Pending at end of year___- 
Consolidate, merger, and control__ 
On hand at beginning of year 
Received during year..............-..---- 
Disposed of during year 
Pending at end of year 
Temporary authority F 
n hand at beginning of year 
Received during year. 
Disposed of during year 
Pending at end of year 
Grandfather, Public Law 748 
On hand at beginning of year- 
Received during year -- 
Disposed of during year_. 
Pending at end of year__-- 


Totals: 
On hand at beginning of year 3,914 
Received during year w a i 6, 766 
Disposed of during year 7, 037 
Pending at end of year 3, 643 


+ 


The work of the Section of Certificates during the fiscal year 1953 was performed 
with an average of 113 employees. 

As the result of a number of economies which were instituted during the 1952 
fiscal year, this section was able with the limited personnel available in 1953 to 
keep the work current and to reduce the backlog of pending items slightly. 

While the number of applications received during the fiscal year 1953 shows a 
decrease as compared with the 2 previous years, it is anticipated that there will 
be an increase in the number of applications filed for new operations or extension 
of existing authority during the fiscal years 1954 and 1955. The number of 
applications for transfer or lease of operating rights filed under section 212 (b) 
of the act should also increase during the next fiscal year for the reason that motor 
carriers are finding it extremely difficult to prove public convenience and necessity 
for the institution of new operations or extension of existing operating rights and 
to receive a favorable decision on this type of application from the Commission. 
Consequently many of them are seeking to purchase existing operating rights. 

The backlog of applications to be handled by this section will increase for the 
reason that the majority of the reports and recommended orders which will be 
issued by the Section of Complaints as the result of a will, in all probability, 
become effective during the fiscal year 1955. It will then become the respon- 


sibility of this Section to issue the certificate, permit, or license for which authority 

was granted. For example, the monthly report for November 1953, shows a 

backlog of 3,698 applications p sensin of which 621 are pending in this section 


and 3,077 in the Section of Complaints. A large number of the applications 
pending in Complaints have not yet been scheduled for hearing. If the hearings 
are held during the fiscal year 1954, as anticipated, the bulk of the reports and 
recommended orders which will be issued as the result of the hearings will, in 
all probability, become effective during the fiscal year 1955, and the employees in 
this Section will have to prepare a large number of certificates, permits, or licenses. 

Due to reduced appropriation for 1953, which prevented the filling of vacancies, 
the employment in the Files and Dockets Unit decreased from 11 on July 1, 1952, 
to only 7 on June 30, 1953. Asa result, this Section was able to give only a token 
service through out the Commission. The work of packing the inactive or obsolete 


Description Section Nos. pl 
1951 1955 
204a (4a). 
3 4 3 2 
PRET 4 2 2 2 
4 3 2 1 
| 212 (b). 
1,377 | 1,259] 1,286 | 1,334 
5. 
283 283 249 
303 254 | 
303 238 285 
283 299 249 174 
| 210a (b). 
6 6 7 5 
88 94 71 80 80 
} 84 o4 70 82 80 
6 6 7 5 5 
206 and 209. 
0 97 104 34 0 
RRS 97 56 6 0 0 
0 49 76 34 0 
97 104} 34 0 | 0 
| 3,643 | 3,183 
| 6,825 | 6,849 
| 7,985 | 7,287 
3,183 | 2, 745 
{ 


records for storage in Archives was swapet. because of insufficient help. The 


pocies and shipping of approximately 13 public dockets had been completed 
ut there remains to be handled substantially the same number of confidential 
files- which should be packed and shipped to Archives as approved by the Secretary. 
Also an additional burden will fall on this Unit as the result of the expected resump- 
tion of hearings by the Section of Complaints. 

The personnel requested for 1955 will enable the Section to maintain its present 
functions only. There still remains the need for other services which have been 
cited in previous budgets and to which consideration should be given, such as the 
preparation of a motor carrier directory, the consolidation of certificates or permits, 
and the issuance of corrected certificates and permits for minor reasons, but 
because of the President’s. budget. policies for 1955 no. request is made therefor. 

The directory would contain information as to every authority granted to some 
21,000 motor carriers holding certificates or permits issued by the Commission, 
with respect to commodities, territories, or conditions. Many inquiries are re- 
ceived from shippers or other interested parties as to which carriers can handle a 
given commodity between specified points but which the Commission is unable 
to answer because the records are not presently set up to provide such information. 
The preparation of the directory, by machine tabulating methods or card index 
ener would require the service of 100 employees for 1 year and 25 employees 

ereafter. 

Many motor carriers have been issued a number of different operating author- 
ities and the consolidation of these multiple authorities into a single certificate 
or permit would eliminate much of the confusion which exists concerning the 
rights of a carrier to perform service not covered in any one certificate. This work 
would require the services of 35 employees for a year and 5 employees thereafter 
to maintain the work currently. 

For several years: this:Section has been unable to issue corrected certificates 
and permits for minor reasons such as renumbering of highways, correction of 
typographical errors, etc. All that has been done during this period is to make a 
record of each such necessary correction, and file the certificate or permit away for 
future handling. There is a substantial number of these corrected certificates and 
— which should be issued and to do this work would require the services of 
our employees. 

SECTION OF COMPLAINTS 


This Section handles all formal motor carrier proceedings under part II of the 
Interstate Commerce Act which require hearings except the hearing of cases 
subject to section 5 (c) of the Administrative Procedure Act. This work includes 
holding hearings and preparing recommended and final reports and orders in 
cases concerning applications for operating authority, rate cases, finance appli- 
cations, revocation and exemption proceedings, general investigations, and rules 
and regulations governing the prac of motor carriers, 


Comparison of 1956 budget. with 1954 appropriation 


Fiscal year Positions | Rersmal | Total 
120 | $872,786 | $1,538 | 304 
BOGE. .. 129 840, 165 77, 966 918, 131 
Increase 1955 over 1954. 0 32, 621 3, 572 36, 193 


The employment in this Section on July 1, 1953, was 109, and 20 additional 
positions were authorized under the appropriation for 1954. These 20 positions 
will be filled for only three-fourths of the current fiscal year. The inerease of 
$32,621 for personal services is needed to pay the full-year cost of these addi- 
tional positions during the fiscal year 1955. The increase of $3,572 for other 
objects is needed for travel in connection with additional hearings to be held 
outside the District of Columbia. 

The 129 positions provided in the 1955 budget estimate for this Section are 
separated by categories as follows: 


Clerks, typists, and 21 
: The Sao ang tables show the actual workload of this Section for the fiscal years 
1951, 1952 1953 and estimates for the fiscal years 1954 and 1955: 
Workload statistics 
Number of proceedings 
Actual Estimated 
; 1951 1952 1953 1954 1955 
MATTERS REFERRED TO SECTION 
‘ Finance applications: 
NeW..is<...- 343 315 259 290 290 
Reope 36 41 25 30 30 
379 356 284 320 320 
3, 059 2, 673 2, 404 2, 650 2, 650 
168 157 165 165 
: 3, 237 2,841 2, 651 2,815 2,815 
4 
622 943 1,000 1,000 
14 10 15 15 15 
516 632 958 1,015 1,015 
Finance applications for temporary authority._.__--- 97 113 &8 90 90 
Petitions for reconsideration and rehearing: 
Finance applications 279 275 227 240 275 
1,105 728 687 690 690 
Rate proceedings and investigations......_...... 151 235 177 180 225 
1, 535 1, 238 1,091 1,110 1,190 
Total matters received............-........-.-- 5, 764 5, 180 5,072 5, 350 5, 430 
PROGRESS OF WORK 
Hi held: 
: 2, 552 1,631 1, 957 2,100 2,326 
roceedings and investigations 189 82 1 170 
2,971 | 2,041 | 2,330| 2500| 2,765 
Recommended and proposed reports served: 
‘ Finance 132 115 140 150 165 
ite proceedings and investigations. 199 166 177 195 210 
Total 3,316| 1,96} 2,363} 2,565| 2,800 
Drafts of final circulated: 
378 299 272 205 325 
1, 292 1, 182 991 1,075 1,175 
Rate proceedings and investigations. _....._.__.. 90 101 110 120 130 
Total 1, 755 1, 582 1,373 1,490 2, 630 
Memoranda circulated on finance for 
temporary authority. ............ 95 113 87 90 90 
on titi for 
tion and rehearing: 
Finance applications 287 278 238 240 230 
Other applications. ...................... 1,032 805 701 700 750 
Rate proceedings and investigations. oF 282 181 180 200 
365 
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Workload statistics—Continued 


Number of proceedings 
Actual Estimated 
1951 1952 1953 1954 1955 
MATTERS DISPOSED OF 

Dismissed or discontinued without report: 

504 477 709 710 710 

Rate proceedings and investigations -___.......... 355 386 557 590 590 
Decided by effective recommended order: 

Applications other than finance___.- 1, 825 1, 163 1,170 1, 265 1, 385 

Rate prospedines and investigations. _..._....... lll 87 99 110 
Decided by the Commission, a division, or an in- 

dividual Commissioner: 

Finance applications...............-..-.-.:.----- 365 287 233 

aa 987 1,067 786 1,075 1,175 

Rate proceedings and investigations._...........- 70 109 94 120 130 
Finance applications for temporary authority______- 93 115 87 9 90 
Petitions for reconsideration and rehearing: 

1,013 893 649 700 750 

Rate proceedings and investigations-............. 104 201 180 

5, 743 5, 100 4, 916 5, 405 5, 785 
MATTERS PENDING AT END OF YEAR 

188 229 248 243 208 
2, 306 2, 440 2, 426 2, 191 1, 736 
Rate proceedings and investigations __.._...........- 335 385 593 788 963 
Finance applications for temporary authority__.__.-- 6 4 5 5 5 
Petitions for reconsideration and rehearing: 

Finance applications. ...... ....-.....-s0s.<..-- 54 42 31 31 26 

316 151 189 179 119 

Rate proceedings and investigations... ..........- . 87 121 36 36 61 

Total matters pending...................-....- 3, 292 3, 372 3, 528 3, 473 3, 118 


It is anticipated that the numbe1 of proceedings to be received by this section 
in 1955 will increase about 7 percent over those received in 1953; petitions for 
reconsideration and rehearing will increase about 9 percent. It is estimated 
that the backlog of pending matters will be reduced during 1954 by 55 or 1.6 

reent. It is estimated that the section can reduce the backlog in 1955 to 

,118 pending matters or 410 less than the 3,528 matters pending June 30, 1953. 

The backlog of pending matters increased by 156 during the 1953 fiscal vear. 
This increase would have been much larger except for deferring the handling 
of the more difficult cases; and, for the most part, handling those cases which 
did not require as many examiner man-davys, 

Criticism has been leveled at the Commission for its failure to handle promptly 
motor-carrier finance cases, applications for motor-carrier operating authorities, 
and motor-carrier rate proceedings. The backlog can be reduced more rapidly 
only by an increased number of employees in the Section of Complaints. 

Under the Interstate Commerce Act the Commission has the duty to pass 
upon applications by motor carriers for operating authorities, applications for 
the purchase and control of motor-carrier operations, controversies between motor 
carriers and shippers respecting rates for motor transportation, and the applica- 
tion of regulations relating to motor-carrier operation and service. This section 
handles such proceedings and in addition any related matters. 

The Commission has no control over the number of applications or complaints 
which are filed. The section can only process as many of the matters which come 
to it as its limited staff can handle. 

The period from the filing of applications and complaints and the institution 
of investigations has grown year by year. Justice delayed is usually justice 
denied. With an adequate staff the backlog could be wiped out and the public 
could receive prompt decisions in these important matters relating to trans- 
portation of property and passengers by motor vehicles. 
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SECTION OF INSURANCE 


The major objectives of this section are administering for the Commission its 
rules and regulations issued pursuant to sections 211 (c), 215, and 403 (c) and (d) 
of the act, governing filing and approval of security for the protection of the 
public by brokers of transportation, motor carriers, and freight forwarders. 


Comparison of 1955 budget with 1954 appropriation 


Personal Other Total 


Positions services objects 


35 $134, 828 $1,359 $136, 187 
35 133, 254 1,339 134, 593 


0 1, 574 20 1, 594 


The 35 positions provided in the 1955 budget estimate for this Section are 
separated by categories as follows: 
Chief of Section 
Insurance examiners 
Administrative assistant 


The volume of work the Section is called upon to handle is determined by (1) 
the number of brokers of transportation, motor carriers, and freight forwarders 
who must provide such security; (2) the number of instances of noncompliance; 
(3) the extent to which insurance is canceled and replaced during the year; and 
(4) the number of transfers of operating authorities, mergers of operating authority, 
temporary operating authorities, leases, etc., approved by the Commission. 
The Section cannot, therefore, control or even estimate, other than by past 


experience, the volume of work it will be called upon to handle. 

During the past few years, because of reduced staff, it was necessary for this 
Section to abandon some of the essential duties and to delay the performance of 
others in order to handle the most essential work with some degree of efficiency. 
Also, shortage of personnel during the fiscal years 1952 and 1953 made it necessary 
for this Section to abandon practically all rechecking of its records. 

The statistical summary whieh follows, shows only the number of items handled, 
but does not indicate the time which is necessarily expended in order to keep 
informed as to whether motor carriers, brokers and freight forwarders are in 
compliance with the act which requires that they maintain reasonable amount of 
insurance for the protection of the public. Records must be kept for each indivi- 
dual carrier and maintained on a current basis. Current records must be kept of 
expirations of security and the authorities of insurance companies in each of the 
48 States and the District of Columbia. The establishment and keeping of current 
records and files necessary to the performance of these duties and responsibilities 
require, by far, a greater amount of time than the actual handling of the work 
indicated in the statistical summary. The volume of work, as shown by the 
statistical summary, could vary considerably from year to year without making 
-_ a difference in the number of employees required to handle the work 
efficiently. 

The following statement shows the actual workload handled by the section for 
=~ ne years 1951, 1952, and 1953, and estimates for the fiscal years 1954 
an 


Pa 
Increase 1955 over 
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Actual Estimated 
Character or work 
1951 1952 1953 1954 1955 

Certificates of insurance received and handled. ...__. 49, 499 49,016 45, 650 45, 650 45, 650 
Surety bonds received and handled_..._.........._.. 626 2, 568 1,334 1,334 1, 334 
Self-insurance applications processed........-......_. 4 4 6 6 6 
Notices of cancellation received_..................__. 8, 512 9, 083 8,042 8, 042 8, 042 
Rescinders of notices of cancellation and reinstate- 

ment notices received 1,078 946 987 
Financial statements of self-insurers and sureties 

received and analyzed ...................-..-.----- 189 310 215 215 215 
Self-insurance cases reexamined in connection with 

extensions of operations....................__.____. 277 253 123 13 123 


rs and proposed orders granting operating 
—— approved or disapproved as to insurance 


771 771 
a 442 442 
ypewritten letters ~ 4) 10,1 
orm letters 61, 920 45, 760 38, 984 38, 984 38, 984 
Special record checks and reports for Bureau of Law. 43 19 7 7 7 
Special investigations in respect of financial condition 
and stability of specific insurance companies. ._.__. 136 114 128 128 1238 
1 Included in next item. 


SECTION OF SAFETY 


~ The major objectives of this section are promoting safe iat by motor 
carriers, conferred on the Commission by the declaration licy of the act, 
and administering the regulations concerning qualifications and maximum hours 
of service of employees and safety of operation and equipment adopted by the 
Commission under section 204 (a) (1) to (3). These regulations apply to inter- 
state private carriers and to interstate for-hire carriers exempted from compliance 
with other provisions of the act, in addition to motor carriers holding operating 
authorities issued by the Commission. 


Comparison of 1955 budget with 1954 appropriation 


Fiscal year Positions | Yersonal | Total 
30 | $128, 981 $5, 360 $129, 341 
30 121, 067 5,240] - 126, 307 
Increase, 1965 over 1954... 0 2, 914 120 3, 034 


The employment in this section on July 1, 1953, was 27, and 3 additional posi- 
tions were authorized under the appropriation for 1954. These 3 positions will be 
filled for only three-fourths of the current fiscal year. The increase of $2,914 for 

rsonal services is needed to pay the full-year cost of these positions during the 

seal year 1955. 

The 30 positions provided by the 1955 budget estimate for this Section are 

separated by categories as follows: 
Clerks, typists, and stenographers-- 14 


ee 9, 592 7,074 5, 578 5, 578 5, 578 
“Show cause” orders recommended for noncom- 
104 83 72 72 72 
oncompliance cases repo! to for investi- 
3, 251 3, 230 3, 504 3, 504 3, 504 
m cases cleared u r to 
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The total workload of the Section is affected in great measure by the size of the 
field staff of the Bureau of Motor Carriers, particularly by the number of safety 
inspectors whe work directly with motor carriers and who.perform safety surveys, 
make investigation of serious accidents, and examine the overall compliance of 
individual motor carriers with the Commission’s requirements. It is also ma- 
terially influenced by the number of vehicles operated by motor carriers, both 
for-hire and private, which in recent years has grown remarkably. 

There follows a statement showing the functions performed and the objectives 
sought by each of the four branches of the Section, together with the number of 
positions requested for 1955. 


Administrative Branch 


A total of three positions is provided in the 1955 budget for this Branch. There 
has been an extremely increased demand on the time of the section chief par- 
ticularly as a result of the direction of Division 5 of the Commission that a com- 
prehensive report be furnished with respect to every applicant seeking extension 
of authority, or to institute new operations involving transportacion of explosives. 
The preparation and examination of the necessary reports and recommendations 
is an important function of the Section of Safety and, because of its importance 
to the public, it is imperative that these reports be carefully prepared, carefully 
reviewed, and that the recommendations be sound. Furthermore, the action of 
Division 5 directed intervention in numerous application cases which required 
the attendance of the section chief at hearings on such applications to testify as to 
the accident experience of the applicant involved. It appears likely that this 
work will increase during the present fiscal year and during fiscal year 1955. 

An additional workload results from the adoption in 1952 of a revision of the 
Motor Carrier Safety Regulations, which substantially strengthened the regula- 
tions relating to qualifications of drivers, standards of equipment, requirements 
relating to inspection and maintenance, and other portions of the safety regulations. 
Numerous petitions have been filed, and continue to be filed, seeking modifications 
of these regulations. Preparation of the recommendations hereon is an important 
function requiring a substantial amount of time of the section chief. Further- 
more, as a preliminary to the filing of such petitions, there often are numerous 
conferences with interested attorneys, manufacturers, and motor carriers, 


Accident Investigation and Analysis Branch 


A total of 15 positions is provided in the 1955 budget for this Branch. There 
has been:a sharp increase in the number of accident reports filed with the Com- 
mission during the last 3 fiscal years as compared with previous years. Durin 
the 1953 fiscal year 37,577 accident reports were received. The number sonstvel 
in 1952 was 35,276 and that during 1951, 33,114. These compare with 24,862 
received in 1950 and smaller numbers received in years prior thereto. 

During the past 3 years increasing numbers of reports and no increase in per- 
sonnel has reduced the study of accident reports to a 30 percent sampling basis. 
These reports are the raw material of this section’s information about the accident 
experience of motor carriers and constitute vitally essential information in pre- 
paring reports to the Commission respecting the fitness, or lack thereof, of motor 
carriers seeking additional operating authority. 

An important function of this Branch is the analysis of accident investigation 
reports prepared by the field staff with respect to serious accidents. Some of the 
most constructive work of this section has flowed from the study of such investi- 
gations. During the fiscal year 1953 the Commission inaugurated the publication 
of reports of investigation of unusually severe accidents, or those which, because 
of special circumstances, contained information of particularly public benefit. 
This work, begun on a very s’nall scale, promises to be productive of useful and 
valuable results. 

The volume of work in this Branch has been such that it has been impossible 
to produce, except after great delay, statistical summaries of motor carrier acci- 
dent experience, which is an important service this section has rendered in the 
pee to associations of motor carriers, insurance companies, national safety organ- 
zations, State and local officials, and others interested in traffic accident preven- 
tion. Considerable work has been done in the preparation of such reports cover- 
ing the fiscal years 1950 and 1951. There has been delay in the tabulation of 
data for 1952 accidents. 

The following tabulations show the actual workload of this branch for the 
fiscal years 1951, 1952, and 1953, and estimates for the fiscal years 1954 and 1955: 
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Disposed of during 
year 
On hand | Received On hand 
Year and item beginning} during at end 
of year year Work of year 
per- Filed 
formed 
1951: 
Accident reports: 
Co led... eee 1, 901 31, 736 17, 132 15, 390 1,115 
Punched and ‘verify-punehed.. Rebaeilndadeians 33, 375 31, 736 14, 767 38, 890 11, 454 
Accident reports: 
Received and carded. 35, 276 
Examined_-........... 33, 636 33, 578 | - 1, 683 
__, 1,115 33, 636 14, 325 86° 
Punched and verify-punched ¥ 34, 537 7, 266 
Accident in vestigation reports !..............-..-].....-.--- 117 117 
wa of carriers’ accident records. .............].........- 135 135 
Accident reports: 
1, 683 35, 968 31, 553 0 6, 098 
833 35, 968 10, 206 25,027 1, 568 
Punched and verify-punched.._.........-..- 18, 680 35, 4,832 25, 027 24, 789 
Survey of carriers’ accident records. 187 187 
1954 (estimated): 
Accident reports: 
6, 098 38, 000 30, 000 0 14, 098 
1, 568 38, 000 11, 000 26, 600 1, 968 
Punched and verify-punched ---| 24,789 38, 000 9, 000 26, 600 27, 189 
Accident investigation reports 100 100 
Survey of carriers’ accident records. 200 200 
1955 (estimated): 
Accident reports: 
14, 098 40, 000 35, 000 0 19, 098 
1, 968 40.000 12, 500 28, 000 1, 468 
Punched and verify-punched._........------ 27, 189 40, 000 11, 000 28, 000 28, 189 
Accident investigation reports !_............-..-- 0 100 100 See 
Survey of carriers’ accident records.............- 0 200 200 FT teaaieiiede 


1 These figures include both preliminary reports and final reports, 


Enforcement branch 

For this branch a total of nine positions is provided in the 1955 budget. This 
branch is charged with the work of examining and analyzing reports filed by the 
field staff and by motor carriers. It maintains the active files of all known carriers 
subject to the Commission’s motor carrier safety regulations. In addition to 
common and contract carriers holding certificates and permits from the Com- 
mission, numbering about 21,000, it maintains a record of private carriers and 
carriers exempt from the Commission’s general regulatory functions (except 
safety regulations), of which approximately 31,000 have been certified. This 
Branch also examines the files and prepares the basic reports on all applicants for 
explosives authority and on each applicant for temporary authority. The degree 
of thoroughness required in connection with the explosives applications was 
substantially enlarged during the fiscal year 1953, and, during that year the Com- 
mission instituted the requirements for a report on every applicant seeking 
temporary authority. During the fiscal year 1953 it was necessary to review the 
files and prepare reports with respect to 828 such applications. It is estimated 
that approximately 1,100 such applications will be received during the fiscal 
year 1955. 

The following statement shows actual workload performed by: the Enforcement 
— for fiscal years 1951, 1952, and 1953, and estimates for fiscal years 1954 
and 1955: 
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1951 1952 1953 1954 | 1955 


Comiaten of monthly reports of excess hours of 
service: 
Received ar 18, 219 17, 196 17, 826 1 


Backlog acai 7, 551 8, 823 9, 092 
Detail a of monthly excess hours: 
Received. 
Examined 3 


compliance check: 

Examined 

Safety survey reports: 

Examined 
Backlog. - ---- 

Safety surve oy reinspection report:? 
Examined - 


Backlog 

Vehicle observation report: 
Received 301 77 
Examined 


ack 
Certification forms of exempt carriers: 
686 616 742 750 750 


Backlog 

Certification forms of private carriers: 
Examined 

Permanent explosives applications: 
300 300 300 
Examined 
qin 61 61 61 

Temporary authority explosives applications: 


plosives: 
Rece 


1 Reports received and filed without examination are backlog inasmuch as no work was performed. How- 
ever, it is not contemplated Lm this work will ever be accomplished. It is shown here as substantiation 
of need for additional personnel. 

2 Form discontinued Jan. 1, 1953. Safety survey report to be used in lieu of this report. 

3 Pending, processed to final report, awaiting hearing dates. 

41954 and 1955 estimate increase, as 1953 figure represents applications handled since Oct. 20, 1952. New 
function by order of Division 5 on this date. 


Engineering Branch 

A total of three positions is provided for this branch in the budget for 1955. 
The work of this branch has assumed increasing importance because of the keen 
interest in the subject of transportation of explosives and other dangerous articles 
by motor transport. The increasing number of commodities such as flammable 
liquids, compressed gases, acids, poisons, and various chemicals transported by 
highway causes a constant change in the design of vehicles, particularly cargo 
tanks. This results in numerous inquiries from motor carriers, shippers, manu- 
facturers of vehicles, and local officials concerning the Commission’s regulations, 
and in many proposals for modification of those regulations. 

The investigation of serious accidents frequently calls for technical engineering 
knowledge to arrive at a reasonable determination of the causes and the formula- 
tions of proposals assigned to prevent repeated accidents. 

Each year the Section of Safety has prepared a report on mechanical defect 
accidents and accidents resulting in fires and explosions. ‘These reports have in- 
cluded data as to the vehicle parts round to be defective and to be contributory 
to accidents and to fires. ‘They have been of great value to motor carrier manage- 
ments, to insurance companies, and others interested in accident prevention. 


8, 000 18, 000 . 
9, 000 9, 000 
Mi 9, COO 9, 000 
H 56, 000 56, 000 
27,000} 27,000 
| 29,000 29, 000 
excess hours: 
12, 889 13,969 | 15, 587 16, 600 16, 600 
Examined. 12,889 | 13,969 | 15, 587 16, 600 16, 600 
| 8, 200 8, 200 
8, 200 8, 200 
| 2, 700 2, 700 
i 2, 700 2,700 
Temporary authority applications other than ex- | 
4 
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The following statement shows the actual workload of the Engineering Branch 
for tne fiscal years 1951, 1952, and 1953, and estimates for 1954, and 1955: 


Work performed 


Type of work (incidental and infrequent). work not 
ype Actual Estimated 


Accidents reports examined. .......................-.-....-... 4,144 4,302 4,221 | 4,500 4, 500 
162 128 59 60 60 
Outside conferences attended. __-._................---.----..-- 27 29 34 40 40 
Preparation of special studies (hours)..___..._._.............-- 894 587 400 150 400 
340 386 589 600 600 


1 Decrease due to no mechanica! defect or fire accident reports being prepared. 
2? Includes staff conference on revision of Motor Carrier Safety Regulations and conferences with Section 
of Explosives, Bureau of Service. 


SECTION OF FIELD 


The major objectives of this section are (1) to enforce the provisions of part II 
of the act and the rules and regulations of the Commission issued pursuant thereto; 
(2) to furnish advice and information to motor carriers and the public regarding 
the act and the rules and regulations; (3) to obtain information concerning general 
and special conditions throughout the country that affect regulation of motor 
transportation and service to the shipping public; (4) to assist the sections of the 
Bureau in Washington with respect to the expeditious ve of all matters 
affecting motor transportation; (5) to maintain liaison with State officials in 
connection with matters of mutual interest; and (6) to aid the Commission in 
developing adequate and safe transportation service for the public. 


Comparison of 1955 budget with 1954 appropriation 


Posi- | Personal Other 
Fiscal year tions | services | objects Total 
252 | $1, 313, 218 $194,364 | $1, 597, 582 
248 1, 288, 177 167, 282 1, 455, 459 
+ 25, 041 27, 082 52, 123 


Of the increase of $25,041 for personal services, $21,840 represents the cost of 
the four additional positions shown for 1955 which are to perform liaison work 
for the Defense Transport Administration in connection with its civil defense 
responsibilities. The DTA is to reimburse the Commission for this service. The 
remaining increase of $3,201 is for the full-year cost of 7 additional positions over 
04 employment of 241 on July 1, 1953, as authorized under the appropriation 
or 1954, 

Of the increase of $27,082 for other objects $22,400 is needed to replace 16 
more automobiles in 1955 than the 4 authorized for 1954, and $4,682 is for travel 
in connection with field investigations of applications for operating authority, and 
other investigations and inspections. 

The 252 positions provided in the 1955 budget estimate for this section are 
separated by categories as follows: 
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Chit 


|_| 
| 

1951 | 1952 | 1953 | 1054 | 1955 
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During the fiscal year 1953 the amount of time expended in the investigation 
of applications for operating authority and handling other matters pertinent 
thereto remained about the same as for the fiscal year 1952. There was a slight 
decrease in safety activities, and the general program of enforcement has been 
somewhat reduced. The volume of work performed with the reduced staff 
during 1953 was possible only because the employees have worked a substantial 
number of overtime hours without compensation in order to accomplish work 
which is essential to performing the duties required of the Commission by the 
Interstate Commerce Act. 

The relative importance of the several modes of transportation in the United 
States can be estimated only brogdly because uniform and complete statistics for 
all transport agencies are not available. While the number of carriers under 
the Commission’s jurisdiction has not changed materially in the last several 
years, the number of vehicles operated and the number of tons of property trans- 
port d has increased steadily. As stated in the Commission’s 66th annual report, 
the volume of traffic being transported is at an alltime high with the 1952 volume 
43.5 percent above the 1949 volume. The continued increase in tons transported 
and vehicles operated by motor carriers emphasizes the importance of the Com- 
mission’s work in the highway transport field. 

In addition to economic regulation of motor carriers for hire, Congress has 
charged the Commission with the responsibility of prescribing regulations to 
govern safety of operation and hours of service of employees with respect to buses 
and trucks using the public highways in the transportation of interstate or foreign 
commerce. This has become of increasing importance as the highways are becom- 
ing more congested and the amount of explosives transported over the highway 
has been increasing as a result of the defense program. Safeguards to assure the 
safety of sea RF of such vehicles becomes increasingly a matter of public 
concern, he following tabulation shows the approximate number of motor 
carriers subject to the jurisdiction of the Commission and the approximate number 
of motor vehicles operated by each group: 


Number of 


Type of carrier 


interstate 
carriers 
(approximate) 


Number of 
vehicles 
(approximate) 


21, 496 
119, 197 
30, 126 


327, 813 
767, 456 
205, 378 


170, 729 


1, 300, 647 


A brief description of the work performed by the section together with tabula- 
tions showing the actual work handled during the fiscal years 1951, 1952, and 1953, 
and estimates for the fiscal years 1954 and 1955, follows. The difference between 
figures shown in the following tabulations and those shown in the workload statis- 
tics for the other sections of the Bureau occur because the field figures are on the 
basis of work actually done in the field while the workload figures of other sections 
include only those items which are received in Washington. 

Operating authorities 

The number of some work items in this group which must be handled is not 
within the Commission’s control. The work involves investigating and pro- 
cessing applications for new permanent and temporary operating authorities. 
Many of the permanent applications are being handled under the no-hearing 
plan and require extensive field investigation. Temporary authority applica- 
tions are granted solely upon the basis of the field investigation in order to pro- 
vide transportation to meet the immediate and urgent needs of the public and 
the defense program. The reduction in the number of temporary authority 
applications flied during the fiscal year 1953 has been more than offset by increases 
in other items in the group. For example, the number of comprehensive investi- 
gations as to carriers’ safety practices and general fitness which are required in 
connection with all applications seeking authority to transport explosives has 
increased materially during the past 2 years. 


‘ 
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Actual Estimated 
Work items 1 
1951 1952 | 1953 1954 1955 

Permanent authority applications investigated. ____.._....__. 1,387 | 1, 409 | 933 | 1,000 1, 000 
Temporary authority applications investigated, see. 210a (a)_..| 2.754 | 2,489 | 1,960} 2,000 2, 000 
Proposal to engage in interstate commerce 178 179 177 17h 175 
‘Transfer or lease of authority sec, 212 | 1,399 | 1,385 1.084] 1,000 1,000 
Transfer or lease of authority sec. 5. ................---------- 503 558 435 400 400 
Temporary authority to lease sec. 210a (b)....-........----..-- 127 194 121 142 150 
Joint board or examiner hearings conducted. _...............-. 145 105 | 1,073 500 500 
Joint board or examiner reports... ____._.....-.-.---.-.------- 145 105 | 1,978 500 500 
Appearances required at hearings.._..._...........-.-.-.-----.- 197 121 970 | 1,900 1, 000 
Investigations of carriers proposing to transport explosives... _- 109 174 235 250 250 
Operating authority matters handled which are not otherwise 


Safety 

There is a general misunderstanding of the safety work of the State and local 
governments, on the one hand, and the Federal Government, on the other hand, 
in their effort to reduce accidents upon the highways. The goal of all highway 
safety programs is the prevention of death or injury to persons and destruction of 
property. The accomplishment of this goal is approached by these two groups in 
different ways. The first group, the State and local police, is primarily concerned 
with traffic control. This involves the direction of traffic in such a manner as to 
obtain the most orderly flow possible under prescribed minimum regulations gov- 
erning speed, driving practices on the highways, use of signal devices, and size and 
weight limits. The principal function of the field staff of the Bureau of Motor 
Carriers, on the other hand, is the institution of programs to assure safe operating 
and maintenance practices and qualifications of drivers in the operation of truck 
and bus fleets to insure that passengers and the publie will not be injured or killed 
upon the highway. 

A survey was made to determine the extent, if any, to which accident pre- 
vention work performed by the Bureau was or could be performed by the States. 
The highest officials who are responsible for accident-prevention work in the 
majority of the States confirmed the Commission’s belief that there was no dupli- 
cation of effort in this field, and that the States generally have no program in con- 
templation which would relieve the Commission of any of its reponsibilities with 
respect to safety of operation of motor carriers. Details of this survey will be 
supplied upon request. To perform its function, the Bureau’s first concern is the 
institution of an effective safety program by each fleet operator. This involves 
strict and continuous planned inspection and maintenance by the carrier. It 
includes the observance of all safety rules covering physical and mental qualifica- 
tion of drivers which is particularly vital with respect to motorbus drivers and 
drivers of vehicles transporting explosives and other dangerous articles; the report- 
ing of accidents to the Commission; a careful check on carriers and drivers to be 
sure that daily and weekly hours of service limitations are obeyed in order to pre- 
vent dangerous driver fatigue; and a strict observance of the rules governing the 
transportation of explosives and other dangerous articles. 

With its present limited staff, the Bureau of Motor Carriers, obviously, can only 
contact the carriers very infrequently. It has been observed that after an ex- 
tended lapse of time many of the carriers and their employees are prone to become 
lax in the observance of safety regulations, and very soon this laxness is reflected 
by a rising accident frequency. Many operators who have instituted and ade- 
quately enforced the safety programs and practices recommended by the Bureau’s 
staff have experienced a sharp drop in their accident ratio. A recent before 
and after study of 461 carriers operating 1,590,363,000 miles annually, which 
had instituted adequate safety programs, showed a 29.1 percent reduction in 
accidents, a 42.9 percent reduction in deaths and a 42.8 percent reduction in 
personal injuries. 

There is no more effective way to reduce accidents sores ving, Seek and buses 
than to obtain the adoption of proper safety programs by the carriers. This 
work can be effectively cabs and encouraged only by the Federal Govern- 


ment because no State has jurisdiction over all the operations of interstate 
carriers and none has power to prosecute for violations occurring in other States. 
The work of State highway patrols and traffic police is very important in reducing 
accident frequency, and the educational work of other safety promotional organi- 
zations is of great value, but such safety work is of a character that it cannot 
be substituted for the work of the Bureau of Motor Carriers. 


Estimated 
Work items 


Motor-carriers’ safety surveys 

Recheck for correction of unsafe practices. - 

Vehicle inspections for safety compliance (selection by random 
sample method) 

Road observations of vehicles and drivers for safety compliance. 

Man-days spent in road checks for safety compliance 

Investigations of drivers’ hours of service. ..............----- 

Reparta on on mechanical defects and vehicle fires in vehicular 
acciden 

Investigntion of accidents involving fatalities and personal in- 


juries 
Investigation of compliance with explosives regulations 
Safety and accident prevention meetings conducted - 
carriers certified as sub to safety regu- 


1 Activity discontinued during 1953 due to lack of personnel. 


Rates and tariffs 

Since the separation of the rate agents on June 30, 1951, the district offices no 
longer maintain a current file of tariffs and have discontinued a large part of the 
work previously performed in the field in connection with rates and tariffs. 


Actual Estimated 
Work items 


1951 1952 1954 


Tariffs recorded and filed for public ins ld 127,097 | 23, 680 

Special applications receiv 
inspection 604 

Assistance given carriers and others in preparing tariffs and 
scheduled for filing 1,632 

Assistance given to carriers in preparing adoption notices on 
rate publications 

Assistance given to carriers in concurrence and power of at- 
torney matters 

Revocation notices of filed documents obtained 

Tariffs and schedules examined for rate compliance 

Interpretations rendered to public on tariffs, rates and charges. 

Tarif and rate matters handled which are not otherwise des- 


Insurance 


The number of work items performed because of carriers’ failure to maintain 
security for the protection of the public remained at a high level during the fiscal 
year 1953. The maintenance of insurance is vital for the security of the public 
and, therefore, the extent of this activity depends entirely upon the amount of 
noncompliance by the carriers. 


Actual Estimated 


Work items 
1952 


Investigation of failure to file insurance 3, 438 
Investigation of operation without insurance 626 685 

Investigation of improper insurance filing 421 
] laneous insurance matters ! 591 


1 This item includes checking on carriers’ difficulties in obtaining insurance, and interpretation of insur- 
ance regulations and requirements. 


Enforcement 


There has been a — and continuing decrease in the number of ~— 
investigations cases handled because of a lack of adequate personnel. 

increased safety work in connection with explosive transportation and the reduc- 
tion in the field staff because of appropriation limitations are the main reasons for 


| 1951 | 1952 | 1953 | 1954 | 1955 
3,312] 2,771 | 2,789 | 2,800] 2,900 
1,258 | 1,005 | 1537 0 
| 12,830 | 12,370 | 11,024 | 11,000] 11, 100 
en) 791 700 700 700 
726 sul 655 700 790 
| 911 $26 809 800 800 
5 4 1 0 10 10 
189 225 239 240 250 
146 128 264 250 260 
: 470 408 557 500 550 
2,907 | 2,060] 2,293] 2,400] 2,400 
F Activities relating to safety of operations not otherwise de- 
| | 
26,905 | 25,000 | 25,000 
304 300 300 
653 650 650 
229 225 225 
96 100 100 
| 528 500 500 
| 2,137] 2,000| 2,000 
| 1,057 | 1,000} 1,000 
; 
3,329} 3,400! 3,400 
636 650 650 
365 400 400 i 
864 800 800 
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this decrease. For example, the number of general investigations of carriers to 
determine the extent of their compliance with the regulations which were com- 
pleted during the 1953 fiscal year was 35 percent below the number of investiga- 
tions completed in fiscal vear 1951. 

The general investigations made by the field staff is one of the important work 
items performed. In these investigations the carriers’ records and operations are 
carefully examined by the district supervisor. Among other things, these investi- 
gations involve examinavion of the following: Compliance with the regulations 
governing collection of rates and charges; preservation of records; claim proce- 
dure; identification of vehicles; compliance with the insurance requirements; 
whether carrier had any unwarranted embargoes in effect; whether carrier is 
operating within the scope of its authority; whether tariffs are posted and open to 
public inspection; procedure for handling unclaimed or astray ‘hintaan whether 
carrier is performing equal service for all shippers and consignees; and compliance 
with the safety regulations. If the investigation indicates a lack of compliance 
with the safety regulations, or the absence of a safety program, the carrier is 
warned and every effort is made to bring about an improvement of the carrier’s 
safety practices and general compliance record. 

In selecting the carriers for investigation, those against whom complaints 

have been made and those who otherwise are believed to be violating the provisions 
of the Interstate Commerce Act, or the regulations issued thereunder, are first 
investigated. However, the field program is planned so that each carrier may be 
investigated as regularly as can be scheduled with a very limited staff, 
The violations disclosed by examination of the carriers’ records and operations 
are either handled administratively or a complaint investigation is instituted with 
respect to the carrier. If the violations are serious and cannot be corrected other- 
wise, appropriate court action is instituted. 


Actual Estimated 
Work items 
1951 1952 1953 1954 1955 

Complaints of violations received __................-..---.----- 3,143 | 3,393 | 4,000 4,000 
Complaints investigated and action taken_............-..-.-.- 4,066 | 3,573 | 3,471 | 4,000 4, 000 
Investigations on which court action expected _ 441 494 500 500 
Final investigation reports examined .-__........ 706 536 368 400 400 
Minor complaints received and handled !__.............-...-.- 9,199 | 8,811 | 11,100} 11,100 
Complaints reports reviewed to determine correctness of action 

5,249 | 4,616 | 2,737 | 3,000 3,000 
Court penene as Government witness_..........-.-.-.... 490 372 220 250 275 
General investigations of carriers for compliance with regula- 

inte 2,218 | 1,656) 1,436| 1,500 1, 500 
Enforcement activities not otherwise 903 | 1,176] 1,156 | 1,200 1, 200 


1 Minor complaints are those which can be disposed of by telephone or correspondence. 


Backlog of work 


In order to provide a yardstick for determining the number of employees 
required to do a reasonably effective job in administering and enforcing the pro- 
visions of the act and the rules and regulations prescri thereunder, the follow- 
ing tabulation has been prepared: 


Actual Estimated 
Work items 


1951 1952 1953 1954 1955 


(1) Assignments on complaints, enforcement, safety, etc., 


which have been pending for more than 60 days......... 870 639 764 700 700 
(2) L & E complaint investigations pending.-.-............-.--- 204 557 411 500 500 
(3) For-hire motor carriers who have not been checked for com- 
pliance with safety regulations in over 3 years.....-...... 11,195 | 11,654 | 12,181 | 12,544 13,000 
(4) For-hire motor carriers who have not been checked for com- ‘ 
on with regulations, other than safety, in over 5 years.| 13,451 | 12,212 | 11,350 | 12,1388 | 12,000 
5 


otor-vehicle accidents involving fatalities which have not 
been investigated to determine causes and possible pre- 


1,274 | 1,614) 1,500} 1,500 1, 500 
(6) Certified private and exempt motor carriers who have never 
been checked for compliance with safety regulations _ __ 28,427 | 30,171 | 31,788 | 34,188 | 36, 500 


(7) Estimated number of private and exempt motor carriers 
who have never been checked and determinations made 
and notice given as to the extent to which they are sub- 
fast to the Commission’s Motor Carrier Safety Regula- 


120, 896 |119, 152 /117, 535 |115, 135 | 111, 735 
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Items 1 and 2 above, are based on complaints of the public and violations 
discovered by the staff in the regular performance of their duties. Item 3 is 
based on past experience which indicates that an inspection must be made of 
each carrier’s operation and safety practices at least once each 3 years in order 
to obtain reasonably effective compliance with the safety regulations, and for 
compliance with regulations other than safety. Item 4, an inspection of the 
records and operations of each carrier at least once every 5 years is necessary. 
Item 5 is based on the number of accidents being currently reported to the Com- 
mission. Analysis of the results of investigations of accidents form the basis 
for planning effective preventive measures and justification for many of the 
safety regulations. At the end of fiscal year 1953, a total of 31,788 private and 
exempt carriers, as shown in item 6 have been contacted and notified of their 
responsibility for compliance with the safety regulations. 

Mr. Cross. We should perhaps discuss finance cases and motor 
carrier matters. 

Mr. Jonas. Cases that come before the Commission. 

Mr. Maunarriz. The finance cases are not badly delayed. We have 
to keep them reasonably current. Over the years we have done that. 

The motor carrier cases are presently the bad problem. That is 
the thing that Mr. Thomas referred to—taking 18 months before 

etting final action on operating tp Our finance cases in the 
Siesor Carrier Bureau also are unduly delayed, but not so badly as 
the application cases. 

Mr. Jonas. What is the time lag now, the average? 

Mr. Manarrte. Well, I have not had that figure lately, but the 
average time of disposition, the last time I knew the figures on appli- 
cation cases, was a little less than a year. 

Mr. Cross. I think that is about right. I could give you some 
figures, but I think they would be unduly boring to you. 

Mr. Jonas. Are you making any progress in reducing that? That 
is the point. 

Mr. Manarris. We have not made progress in reducing the motor 
carrier cases in the last year. 

We have pending in the Section of Complaints in the Bureau of 
Motor Carriers on December 31, 1952, 3,143 matters. A compar- 
able figure for December 31, 1953, was 3,831. 

Mr. Jonas. How many did you dispose of during the year? 

Mr. Cross. We disposed of about 4,500 a year. 

Mr. Manarrte. We disposed in the last quarter of 1,134. 

a Jonas. Did you dispose of more in the calendar year 1953 than 
1952? 

Mr. Cross. We disposed of about the same number. The backlog 
4 higher because of the greater number of applications made during 

e year. 

r. Jonas. Do you have any projected figures as to what you think 
you will be able to do this year? You have a full Commission now 
whereas you had some vacancies last year. 

Mr. Cross. May I say this, our backlog is not caused by a delay 
at the Commission level. We handle these cases in a matter of hours. 
Our delay is in our lack of examiners. It takes from 6 days to a month 
after an application is filed before we can get around to setting that 
case down for hearing. That is where our delay comes in. There 
is practically no delay at the Commission level in deciding cases. We 
are currently abreast of all our work, you might say. 

Mr. Tuomas. Let me interrupt. If my memory serves me cor- 
rectly, for the fiscal years 1952 and 1953 we went considerably above 
the budget and earmarked those funds for the Section of Complaints 
in order that you could catch up with that backlog. 
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For the fiscal year 1954 we specifically gave you the exact amount 
you set forth to be used for that purpose. For the last 3 years has the 
Commission spent that money toward whittling down that backlog 
by getting new employees, or does it go back to your old hearing 
examiner bottleneck, and if so, when are you going to stop that pro- 
cedure, because 85 percent of the cases are routine? Your office staff 
in there could handle that without the cases going to an examiner. 

Mr. Cross. We have over 4,000 formal cases each year that are 
not routine. 

BACKLOG IN COMPLAINT SECTION 


Mr. Tuomas. Let me read to you from the fiscal year 1953 report: 
The foregoing increase of $400,000— 
over and above the budget— 


is intended solely for use in the Section of Complaints. It is essential if the 
Commission is to make any progress in catching up with the backlog of motor 
carrier cases, 

How many employees did you get with that? 

Mr. Cross. en was that? 

Mr. Tomas. The fiscal year 1953. It was year before last. 

Mr. Cross. I think when you were chairman of the subcommittee 3 
or 4 years ago we got about $50,000. At that time we did make 
substantial progress, 

Mr. THomas. There was an increase of $400,000 in 1953. If my 
memory serves me correctly, it was something like that in 1952. 
And then in 1954 there is this language used: 

An increase of $159,000, as proposed in this budget for use in the Section of 
Complaints in the Bureau of Motor Carriers. 

Now, I think that we did the same thing in 1952. I think that 
there was $100,000 over and above the budget. So in 1952, 1953, and 
1954, you have had in the neighborhood of $600,000 over and above 
the budget and you still have a backlog of how many cases? How 
many new employees have you put on in that Section of Complaints 
in the Bureau of Motor Carriers since 1951? You got extra money in 
1952, 1953, and 1954. 

Mr. Cross. I cannot answer that. I was not here. 

Mr. Tuomas. What about it, Mr. Mahaffie? 

Mr. Manarrie. I thought you made a cut in one of those years you 
were speaking of. 

Mr. Cross. That was my impression. 

Mr. Tuomas. What about 1952? It was $100,000. Was it an 
increase or a decrease? 

Mr. Manarrie. About that year we greatly increased the personnel 
in this bureau. We pretty fast lost a lot of the people that we got. 

Mr. Tomas. Does 1952 show an increase or a decrease? I am 
not sure. 

Mr. Manarrie. I do not have it broken down by that activity. 

Mr. Tuomas. Anyway, there were 2 years hand-running where you 
got an increase and the backlog has not been whittled down any. 

e tried to help you. We gave you $550,000 over the estimate. 

Mr. Cross. I can explain part of that, Mr. Thomas. 

In order to cut down our backlog we were taking the simple cases 
and putting them ahead of some of the larger and involved cases 
that required a great length of time for hearing, in the matter of pre- 
paring the cases for final report after the briefs were filed. We changed 


581 


that policy and now we are trying to take these cases as they come, 
and we are taking the long and difficult cases right in stride. That 
does contribute toward the increase in our backlog of the number of 
cases, but it does reduce the amount of work that remains to be done. 

Mr. Tromas. Is this partly your trouble—that all of these cases go 
to a hearing examiner when in truth and in fact 75 percent of them 
could be disposed of in the field without going to an examiner? A lot 
of the cases are complicated, but, on the other hand, a lot are routine 
and there are not too many serious questions involved. 

Mr. Cross. You cannot do it in a contested motor carrier case, and 
it is historically true that our cases are becoming more complicated; 
bw are more protestants and the records are getting longer and 

onger. 

Early last spring the President called a conference of all the agencies 
of the Government on administrative procedure to try to work out 
ways and means of shortening the records. The records were too 
long, but when an examiner would come up with a short report the 
Commission would approve the report. However, the protestants 
would take the matter into the courts, and the courts would say, 
“There is not enough before us,’’ and they would send it back. Soa 
number of cases had to go back for rehearing. Whether that was our 
fault or a lack of misunderstanding so far as the Federal courts were 
concerned, it is not for us to judge. 

Our Commission has participated in these conferences that have 
been going on through committees, and I think the Interstate Com- 
merce Commission has made a very definite contribution in working 
out ways and means of shortening administrative procedures under the 
Administrative Procedure Act. We are using modified procedure more 
than any other agency of the Government. By that I mean we try 
to get a case heard completely on sworn statements without oral 
evidence because when we do that we can process that case much 
more expeditiously than otherwise, and without the delay of having 
briefs filed. We can save a great deal of time. 

Now, we have in recent years utilized that procedure to a great 
degree, a far greater degree than any other agency of government. 
When we get into some of these long contested motor carrier cases 
we find the same problem before us that the other agencies have— 
instead of a matter of a few days the parties go in there and they want 
to drag a hearing on for 20, 30, 50, 60 and even 70 days. We are 
utilizing the preconference procedure and in several motor carrier 
matters we worked them out very expeditiously. Instead of the 
hearing dragging for 70 days, I am sure we have been able to cut that 
time to less than half. I do not believe there is any agency of the 
Government that has worked harder in studying methods to cut down 
these matters than we have, but where there is a formal hearing and 
where there are from 10 to 50 protestants in a case, and where each 
has counsel, and where many of those protestants are in there with 1 
objective—delay—and where we have to guarantee them constitu- 
tional processes in a full hearing, a right to file briefs and exceptions 
and replies, and where we build up records of 6,000 to 8,000 pages, it 
is not within our control, or the control of any other group of people. 

Mr. Tuomas. The record shows that in 1952 we gave the Motor 
Carriers $100,000 above the budget. In 1953 we gave you $400,000 
above the budget. In 1954, $159,000. That is 3 years hand-running. 
It looks to me like you gentlemen could get current with that backlog. 


If you cannot get current with that, what can be done to get you 
current? 

Mr. Cross. I would like to know myself because I live with this 
nearly ever day. 

Mr. Tuomas. This committee realizes as well as you that in these 
contested cases, lawyers are going to talk, and you are going to have 
to listen to them. Under your rules and regulations I expect that you 
could shorten it some, but the thing that is worrying the committee 
is that we have an idea that 75 percent of these cases for amended 
certificates, or some type of financing, are not represented by lawyers, 
so why cannot those cases be disposed of without 18 months of delay? 

Mr. Manarriz. We set no case for hearing if the hearing can be 
avoided. 

Mr. Cross. We are able to get many of these cases disposed of in- 
formally on modified procedure, and where we keep pushing them we 
get many dismissals. 

Mr. Tuomas. How many extra employees did you put on in 1952? 

Mr. Puiturps. That is the nana es ¢ question that I want to ask. 

Mr. THomas. How many did you put on this year for $159,000? 

Mr. Manarrin. I have the figures for average employment during 
those periods. I cannot answer exactly how many were put on. 

In 1949 we had in the Section of Complaints, Bureau of Motor 
Carriers, 104.2 employees. In 1950, 131. In 1951, 137.2. In 1952, 
118.6. 

We have presently 123 as of December 31. 

Mr. Tuomas. You did not use that money as we directed. What 
became of the money? 

Mr. Manarriz. If Mr. Hamm could find any additional money for 
that, I have no doubt he would utilize it, 

i _ Puiturrs. Did you use it for something it was not authorized 
or 

Mr. Maunarrin. I tnink not. 

Mr. Putuurrs. You got $400,000 from us over and above the budget 
for a specific purpose, But you show 19 fewer employees than you had 
the year before. 

r. Manarrin. That is average employment for the year. We 
have 123 now that affect the figure a little. 

Mr. Puiturrs. That is not back to what you were in 1952. 

Mr. Jonas. What sort of cases require decision by the full Com- 
mission? Do you sit as a court en banc, all 11 Commissioners? 

Mr. Jounson. There is a hearing usually by an examiner. The 
record comes in and a report is prepared and it goes to a division of the 
Commission that is empowered to act for the Commission. Appeals 
from that decision go to the Commission. 

Mr. Jonas. The full Commission? 

Mr. Jounson. The full Commission. There may be at the division 
level, or the Commission level, arguments granted. In such cases, the 
division sits in court and listens to the argument. Then, it is referred 
to the Commission and they may have another argument and the 
whole Commission will listen. 

Mr. Jonas. Is the Commission authorized under the general 
statute to make its own rules? 

Mr. Jounson. Within the scope of the act. 
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Mr. Jonas. 1 would recommend that you examine the procedures 
followed by the Tax Court of the United States which have enabled 
that court to make great progress in clearing up backlogs of cases 
pending pokey J taxes. ey are able to dispose of a great many 
cases out in the field by sending out a judge. 

Mr. Cross. We do the biggest part of our work by examiners. 

Mr. Jonas. I think that you have too many steps, if you will permit 
me to say so. 

Mr. Jounson. It is specified in the act. 

Mr. Jonas. I just asked you if you did not have authority under the 
basic act to streamline this procedure and eliminate some of these steps. 

Mr. Cross. We are doing that. 

Mr. Jonas. If you have given any consideration to it, I would like 
to know it. 

Mr. Cross. We have recently created a Motor Carrier Board, and 
they have 4 or 5 special duties conferred upon them to streamline 
them. There is a right of appeal from there, but instead of taking it 
to a division and the entire Commission, the appeal from that Board 
goes to Division 5 sitting as an appellate body, and that is the final 
body. 

fr. Jonas. Who composes that body? 

Mr. Cross. It is made up of three Commissioners. We can do that 
where the statute permits, and we are doing more of that all the time. 
We have three boards now functioning along those lines. 

Mr. Jonas. Three three-man boards? 

Mr. Cross. Three three-man boards, and then the appeals from 
those boards go to a division of the Commission, not to be reviewed 
by the entire Commission. The appeal from that division then can 
be taken into the proper Federal court. In other werds, we are doing 
everything we can to bypass extra procedures. We have been work- 
ing a year on a revision of our own rules, and we are working along 
with the President’s Conference on Administrative Procedures taking 
any suggestions that come out of that, and what we can put together 
ourselves to rewrite our own rules, to make them more definite and 
certain, and to further streamline our procedures. 

Our modified procedure, which I believe is used by our Commission 
more than by any other Government agency, is proving unusually 
successful, and that is a shortcut where you can get away from three- 
fourths of the work. 

Mr. Jonas. That is a conclusion. I do not know that the record 
will justify that. It depends upon whether you are making any 
progress as to whether it is good. 

Mr. Puruurrs. I was about to say the same thing. The witness is 
stating conclusions and opinions. The facts are that we gave over 
and above the budget request, which is an unusual thing to do, and 
in the amount of $659,000, to clean up the situation, and the ICC 
has obviously used that money for something unauthorized by the 
committee. 

Mr. Cross. I cannot answer the question. 

Mr. Hamm. That was before my time. 

Mr. Jonas. Let us ask them to get up a report showing the average 
employees, not the stenographers, but the number of hearing exam- 
iners. 
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Mr. Hamm. Certainly. This list of appropriations that I have here 
shows that in 1952 we had $11,264,035; in 1953, $11,003,500. That 
is $260,535 less than in 1952. 

Mr. Tuomas. If you will read the report, the funds were earmarked 
and set out as to how it was to be used. I understand about the 
overall total. 

Mr. Putwutrs. In the past you came in with certain requests for 
on sections, and we gave you this amount of money over and 
above those set forth in the specific sections. We did not give it to 
you to put into some other function of the Commission. 

Mr. Jounson. We will supply a memorandum on that subject for 
the record. 

Mr. Jonas. I want the record to indicate that I am a believer in a 
full hearing for all litigants and contestants, and I want to emphasize 
that. I would point out where you have 3 or 4 separate hearings on 
each contest you thereby enable or contribute to the delay because 
you give more opportunities for the practice of delaying tactics. If 
you could streamline the operations so there could be but one appeal 
and it would be final, I think that you would attack this backlog. 

Mr. Cross. The delay is not at the Commission level. 

Mr. Jonas. It is along down the line. 

Mr. Puitures. It may not be at the Commission level, but it does 
not cease being a Commission responsibility. 

Mr. Cross. No. Weare taking advantage of every provision in the 
statute. We have created three boards now, and instead of taking 
this through the usual routine of a division and up to the entire Com- 
mission for review, it goes to a board to a division, and that division is 
the final body and appeals go right from there to the court. 

Mr. Krvecer. I would like to ask when the Commission stream- 
lined the procedures. 

Mr. Cross. The Motor Carriers Board went into operation, I be- 
heve, on November 16. 

Mr. Krusgaer. Can it be expected that you will be able to catch 
up on this backlog by having this procedure simplified or streamlined? 

Mr. Cross. It is my opinion that with the present examiner staff 
we will never catch up. 

Mr. Kruncrer. How many examiners do you have in the field now 
in motor-carrier complaints? 

Mr. Hamm. Motor Carrier complaints, 105. 

Mr. Krunrcer. Do you have more now than you had a year ago? 

Mr. Tuomas. Less. 

Mr. Putuurps. Is that the number you have, or the number you 
were authorized? 

Mr. Hamm. Authorized. 

Mr. Putuurrs. Ask them how many they have? 

Mr. Krugcer. How many do you have at the present time? 

Mr. Hamm. 104. 

Mr. Krvuecer. That would indicate that no effort to catch up on 
the backlog with the money that was allowed was made. 

Mr. Putuurps. It would so appear. Mr. Johnson is going to write 
us memorandum. 

Mr. Jonnson. It is pretty difficult for us to go back 3 or 4 years. 

Mr. Parups. Will you explain to Mr. Hamm the difference 
between getting money for specific purposes and the total amount of 
money that you get, and how you can spend it? 
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Mr. Jonnson. Mr. Hamm is an outsider who has just come in, 
and he finds the Commission, of course, complicated. Some of us 
have been there for years. He will know that difference. I thought 
we knew it, and I still think we can explain it. . : 

Mr. Puruurps. We think that Mr. Hamm has a very interesting 
job with great possibilities. 

Mr. Jounson. And tig difficulties, and he has given us a great 
deal of satisfaction. e think we have made a fortunate choice. 

Mr. Tuomas. I do not think there are any finer men anywhere in 
the world than Mr. Cross and our beloved friend, Mr. Mahaffie, and 
a lot of the other old-timers. Of course, our young friend from 
Washington must be included. 

I am at a loss to understand, gentlemen, when we have increased 
your appropriation 3 years straight running above what you requested, 
that instead of increasing the personnel working down there on that 
backlog you have decreased it. There are about five and a half 
remaining months in the fiscal year 1954. The committee ought to 
give some consideration to impounding the remainder of the $195,000 
extra this year, since they only have 95 people on the pay roll when 
perhaps they should have 165 or 170. Perhaps the committee should 
manven the remainder of the money with instructions not to touch 
a dime until we have taken another look. That is something for the 
committee to look into. 

Mr. Johnson, if you can explain that, you are better than I think 

ou are. 
‘ Mr. Manarriz. May I call attention to a discrepancy in your 
figures? You have been talking about 95. That is examiners. The 
total employment at the moment is 123 with 10 more authorized. 

Mr. Puiuuirs. Authorized but not filled. 

Mr. Manarrir. That is right. It takes a little time. 

Mr. THomas. I was just quoting the figure that Mr. Hamm gave me. 

Mr. Manarrir. He gave the examiners. 

Mr. Tuomas. How many employees do you have on the roll now? 

Mr. Manarrie. One hundred and twenty-three as of December 31. 

Mr. THomas. How many did you have last year at December 31 
in the Section of Complaints doing motor-carrier work? 

Mr. Manarrip. I have the average for the year—115.8. 

Mr. Tuomas. No wonder your backlog is not drying up. You 
have not spent the money. You cannot get rid of an increase in 
workload with a decrease in the amount of personnel. 

(Discussion off the record.) 

Mr. Tuomas. This work is far too important to be dragging from 
a year to 18 months. These commissioners have enough inieiigenes 
and are just as patriotic as anybody else in this country and they 
certainly ought to get together and work out this backlog. And if 
you will lay your cards on the table to the committee, we will help 
you; if you need extra money, we will give it to you. But, for good- 
ness sake, this thing hurts everybody; it hurts the Commission and 
everybody in the Government—a man waiting 18 months for a piece 
of paper so he can go out and drive 10 miles extra, and if you tell 
him “No,” that maybe will satisfy him. But you do not tell him any- 
t 
_ Mr. Hamm. They tell me it takes a little time to train these exam- . 
iners. 
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Mr. Tuomas. Well you do not need an examiner for 80 percent of 
these cases. They are not contested. 


Mr. Puiturrs. Mr. Thomas is suggesting now that it has been the 


same for 3 years. How many have you been training in the interim 
of 3 years? 


Mr. Hamm. Well, that is before my time; I do not know that. 


Mr. Puiuurrs. If there are no further comments, we will see you 
next year. 


(The following memorandum was submitted later:) 


INTERSTATE COMMERCE COMMISSION, 
Washington 25, D. C., January 21, 1954. 
Hon. 


Chairman, Subcommittee on Independent Office Appropriations, 
House Committee on Appropriations, House of Representatives, 
Washington, D. C. 

Dear CuarrMan Partups: At the hearing before your subcommittee on Janu- 
ary 18, 1954, I stated that I would explain the apparent discrepancies between the 
amount of money allocated to the Section of Complaints of our Bureau of Motor 
Carriers and the statements contained in the reports of your subcommittee for 
the years 1952, 1953, and 1954. Congressman Thomas stated that the com- 
mittee had approved appropriations for the Section of Complaints in excess of the 
Bureau of the Budget recommendations for those years of $100,000, $400,000, 
and $159,326, respectively. You stated that, if those sums were not spent 
for the Section of Complaints, they must have been used for some unauthorized 


purpose. 

In 1952 the Bureau of the Budget recommended an appropriation to the 
Commission of $9,823,000 for general expenses. The bill submitted by your 
committee provided for $9,069.870 for this purpose and contained a provision that 
$100,000 was recommended for use of the Section of Complaints in addition 
to that recommended by the Bureau of the Budget. As our appropriation for 
1951 was $9,718,600, the amount onunorss by your committee reduced the appro- 

riation for other activities of the Commission by the $648,730 reduction and also 
y the $100,000 which could be added to the Section of Complaints only by 
furgher reducing our other activities. On the floor of the House, the appropria- 
tion was reduced by an additional $500,000 to be taken from highway safety 
activities of the Commission. In the debate on this amendment, Congressman 
Thomas, then chairman of the subcommittee, said, “The gentleman knows as 
well as I that this is a lump-sum appropriation in which you do not earmark 
where the money would be expended, but merely rely upon the good judgment 
of the Commissioners to apply the cut in those instances where in their judgment 
it will hurt least.”” The amount finally appropriated by the Congress for general 
expenses was $8,784,935. 
ollowing the enactment of the appropriation for 1952, the Commission con- 
sidered the question as to the manner in which it would spend the money appro- 
yee Former Commissioner Rogers, who was reporting Commissioner for the 
ureau of Motor Carriers, asked for an opinion from Chief Attorney Murray as 
to the effect which the statements in the reports of the House and Senate com- 
mittees and the action on the floor of the House should have on the Commission’s 
expenditure of the appropriation for general purposes. Mr. Murray’s opinion 
stated that the Commission is legally bound only by the restrictions that were 
incorporated in the statute (which made no reference to the decreases for highway 
safety or the increase for the Section of Complaints), but that the Commission has 
placed upon it the positive statutory duty to administer the Interstate Commerce 
Act according to its terms and to accomplish its purposes, if possible, but may 
consider the committee reports and give them some weight which will be consistent 
with the general duties to the public under the Interstate Commerce Act. The 
Chairman of the Commission discussed the question orally with the Bureau of the 
ome at and the Office of the Comptroller General. He was given the same opinion 
y them. 

After considerable discussion, the Commission, by a majority vote, decided to 
defer the closing of any offices or any involuntary reduction in force until it could 
be determined whether the normal reduction by attrition would be sufficient to 
permit the Commission to stay within the amount of the appropriation. The 
Commission directed that no vacancies should be filled and no appointments 
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made until this could be determined. Because of this policy decision, the staff of 
the Section of Complaints was not increased. 

For the fiscal year 1953 the Bureau of the Budget recommended an appropria- 
tion for the Commission of $9,975,000 for general expenses. Your committee 
reported an appropriation for this purpose of $8,935,000, which was $544,935 less 
than the total appropriation of $9,479,935 for the previous year which includes 
$695,000 provided in the Third Supplemental Appropriation Act, 1953, to pay the 
cost of salary increases authorized in Public Law 201, 82d Congress. Your com- 
mittee recommended an expenditure of $400,000 more than that recommended by 
the Bureau of the Budget for the Section of Complaints. Your action thus 
reduced the money available for other activities of the Commission by $544,935 
plus the $400,000 which it specified for the Section of Complaints and which 
could kave been obtained for that purpose only by further reducing the other 
activities of the Commission. The amount finally appropriated by the Congress 
for general expenses was $9,319,500. 

For the fiscal year 1954 the Bureau of the Budget originally recommended an 
appropriation for general expenses of $10,400,000. Your committee reported an 
appropriation of $9,466,176. The budget recommendation contained an item for 
the Section of Complaints which was $159,326 greater than the amount allocated 
by the Commission for that section out of the previous year’s appropriation. 
It should be noted, however, that this increase was not in addition to the amounts 
recommended by your committee in previous years. Your committee specifically 
approved this recommendation. The amount finally appropriated by the Con- 
gress for general expenses was $9,600,000. The allocation of funds to the Section 
ot Complaints was accordingly increased for the current year. 

The recommendation of the Appropriations Committees of the House and the 
Senate as to the amounts which should be spent for specific purposes are given 
great weight by the Commission, but where they are not accompanied by addi- 
tional appropriation to carry out the recommendations, the Commission must also 
give weight to the effect upon its other activities which would result from a further 
reduction in such activities. 

Cordially, 


J. M. Jounson, Chairman. 
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Tuespay, JANUARY 19, 1954. 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


WITNESSES 


DR. JEROME C. HUNSAKER, CHAIRMAN 


DR. HUGH L. DRYDEN, DIRECTOR 


DR. JOHN F. VICTORY, EXECUTIVE SECRETARY 


JOHN W. CROWLEY, ASSOCIATE DIRECTOR FOR RESEARCH 
I. H. ABBOTT, ASSISTANT DIRECTOR FOR RESEARCH 
A. M. ROTHROCKE, ASSISTANT DIRECTOR FOR RESEARCH 

RICHARD V. RHODE, ASSISTANT DIRECTOR FOR RESEARCH 
E. H. CHAMBERLIN, EXECUTIVE OFFICER 


RALPH E. ULMER, BUDGET OFFICER 


SALARIES AND EXPENSES 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 

A 586,100 | $51, 000, 000 000 
Reimbursements from other accounts... 
Total available for obligation. --._-................---..- 48, 609, 903 51, 000, 000 53, 600, 000 
Unobligated balance, estimated —193,109 | —1, 000,000 
Obligations incurred __._.- 48, 416, 794 50, 000, 000 53, 600, 000 


Nore.—Reimbursements from non-Federal sources above are from the proceeds of sale of personal prop- 
Obligations by activities 


erty (40 U. 8, C, 481 (¢)). 


Description 1953 actual | 1954 estimate | 1955 estimate 
$24, 376,194 | $25, 064, 000 $27, 293, 000 
15, 126, 357 15, 433, 000 15, 793, 000 
ee yee eee 5, 915, 000 6, 178, 000 6, 593, 000 
4. Operating problems research... .... .........-- n00-0nis--- coe 1, 832, 000 1, 985, 000 2, 092, 000 
5, Headquarters management and coordination s2 1, 167, 243 1, 340, 000 1, 829, 000 

Obligations incurred__..... 48, 416, 794 50, 000, 000 53, 600, 000 
Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 
Total number of permanent positions_.....................--- 7, 655 7,177 7,780 
Full-time equivalent of all other positions. 1 1 
Average number of all employees... 7, 232 , 058 7,401 
eneral schedule es: 
Average salary Res $5,310 613 $5, 649 
Average GS-8.3 GS-8.7 GS-8.9 
Crafts, protective and custodial grades: : 
Ce $3, 404 $3, 587 $3, 605 
Averag: CPC-5.8 CPC-6.0 CPC-6.0 
Grades established by the Director of the NACA: 
verage a $4, 545 $4, 524 $4, 501 
Average grade NACA-9.5 | NACA-93 NACA-9.3 
01 Personal services 
Pe t positions. $35, 565,954 | $36, 106, 422 $37, 805, 000 
Other 7, 946 7,350 7, 350 
~i in excess of 52-week base................-. 136, 056 142, 205 153, 500 
Payment above basic rates. 236, 237 236, 350 239, 150 
Total personal services........................-.---- 35, 946, 193 36, 492, 327 38, 205, 000 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS—Con. 


el $239, 654 
Transportation of things 112, 429 
Communication services. 116, 107 
Rents and utility services: 

Electric po 3, 144, 569 
Other rents and utility services 572, 101 
Printing and reproduction 81, 928 
Other contractual services: 
Repairs and alterations 787, 842 
Research con 739, 543 


335 


2s 


&288 


~ 


Resear 
Security investigations 
Other special services 
Supplies and materials 
Equipment 
Refunds, awards, indemnities 
5 Taxes and assessmen 


« 
$3232 322 22 


pe 


ALLOCATION TO NATIONAL RUREAU OF STANDARDS, DEPART- 
MENT OF COMMERCE 


07 Other contractual serv 
Services ether agencies: 
Research 


Obligations incurred. 
SUMMARY 


Total number of t 
Full-time equivalent of all other os 
Average number of all employees 


Average salaries and grades 
General schedule 
Average salary 
Average grade 
Crafts, protective, and custodial grades: 


Permanent posi! 
Other 
R pay in excess of a base 
Payment above basic ra 


power 
Other rents and utility services 
Printing and reproduction 
Other contractual services: 
Repairs and alterations. 
Miscellaneous con 


S& 


Services performed by other agencies: 
Research 


Securit investigations. 
Other special services. 
Supplies and materials 
Equipment 
Refunds, awards, and indemnities. 
‘Taxes and assessments 


Obligations incurred 


g 


1955 estimate 
$310, 000 
99, 050 
162, 650 
3, 522, 170 
595, 650 
88, 000 
956, 006 
238, 425 
750, 000 
Services perfor! 1 by other agencies: 
20, 000 200, 000 
57, 255 74, 850 
4, 316, 528 4, 340, 030 
1 1, 705 2, 000 
1 50, 433 63, 452 
Deduct charges for quarters and subsistence__.................. 4, 861 4, 800 
Obligations 48, 282, 547 50, 000, 000 
Wise: 
= 7,177 7, 750 
7, 232 7, 058 7, 401 
$5, 310 $5, 613 $5, 649 
GS-8.3 GS-8.7 GS8-8.9 
$3, 404 $3, 537 
Grades established by the Director of the NACA: 
$4, 545 $4, 524 $4, 501 
Average NWACA-9.5 | NACA-9.3 NACA-93 
01 Personal services: 
-----------------] $35, 565,954 | $36,106,422 | $37, 805, 000 
7, 946 7, 350 7, 350 
136, 056 142, 205 153, 500 
236, 237 236, 350 239, 150 
Total personal services...............-...---..-.----| 35, 946, 193 36, 492, 327 38, 205, 000 
Transportation of things. ...............-...--..-.---.---- 112, 429 99, 050 100, 000 
116, 107 162, 650 170, 000 
Rents and utility services: 
peccnwtoneenenseccene=> 3, 144, 569 3, 522, 170 4, 900, 000 
572, 101 595, 650 600, 000 
81, 928 88, 000 85, 000 
qeadecestocecososscusee 787, 842 956, 096 
242, 897 238, 425 
Research contracts 739, 543 750, 000 = 
eabdesentthannpanrrinss 62, 554 74, 850 
08 4, 340, 030 
09 1, 808, 224 1, 998, 100 
13 1, 705 2, 000 
15 50, 433 63, 452 
Deduct charges for quarters and subsistence. -_.............-. 4, 861 4, 800 
48,416,794 | 50,000, 000 
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Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year_____.._....--......-. $8, 409, 057 $6, 919, 047 $6, 500, 000 
Obligations incurred during the year___.....-................- 48, 416, 794 50, 000, 000 53, 600, 000 
om 56, 825, 851 56, 919, 047 60, 100, 000 
Adjustment in obligations of prior years. ................- 177, 261 220, 000 200, 000 
Obligated balance carried to certified claims account __.._. 171, 486 199, 047 150, 000 
Unliquidated obligations, end of year_-.................-- 6, 919, 047 , 500, 000 7, 250, 000 
Dota) 49, 534, 254 50, 000, 000 62, 500, 000 
Expenditures are distributed as follows: 
Out of current authorizations. .............--...----..---+ 42, 271, 622 43, 800, 000 46, 400, 000 
Qut of prior 7, 262, 632 6, 200, 000 6, 100, 000 
CONSTRUCTION AND EQuipMENT 
Amounts available for obligation 
1953 actual | 1954estimate | 1955 estimate 
OF $16, 700, 000 $7, 239, 000 $4, 620, 000 
Prior year balance available........................----....--- 6, 028, 479 11, 119, 591 800, 000 
Total available for obligation ..........................- 22, 728, 479 18, 358, 591 5, 420, 000 
Balance available in subsequent year_....................---. Li, 119, 591 —800, 000 —1, 051, 000 
Obligations incurred.............- 11, 608, 888 17, 558, 591 4, 369, 000 
Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
$4, 678, 090 $5, 840, 000 $1, 989, 000 
5, 376, 098 1, 150, 000 2, 380, 000 
3. Aircraft structural and operating problems research. ---.-- 1, 554, 700 10, 568, 691 |.............- 
11, 608, 888 17, 558, 591 4, 369, 000 
Obligations by objects 
10 Lands and structures: 
Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year: 
$1, 061, 657 | $10, 406, 687 $20, 532, 400 
Obligations incurred during the year_........................- 11, 608, 888 17, 558, 501 4, 369, 000 
A 18, 022, 037 32, 200, 036 24, 901, 400 
Obligations transferred to “Construction and equipment 
(liquidation of contract authorization), National Advi- 5 
sory Committee for Aeronautics’... 1, 139, 853 
Unliquidated obligations, end of year: 
10, 406, 687 20, 532, 400 17, 501, 400 
Total expenditures. 2, 284, 195 7, 435, 000 7, 400, 000 
ares are distributed as follows: 
Out of current authorizations. ____......................- 397,177 100, 000 500, 
Out of prior authorizations... .....................---..-- 1, 887, 018 7, 335, 000 6, 900, 000 
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Mr. Puiturrs. We take up next the National Advisory Committee 
for Aeronautics and we have with us this morning Dr. Hunsaker, 
one Dr. Dryden, Dr. Victory, and the other members of their 
staff, 

Doctor, this is one hearing we always look forward to. We are 
glad to hear from you. 


GENERAL STATEMENT 


Dr. Hunsaxer. I would like, with your permission, to put in an 
opening statement which our committee forged themselves after much 
discussion and which is directed to Congress and has been transmitted 
through the White House. 

I would like to say that this year marks the 50th year since the 
first flight of the Wright brothers, the first flight of man, the first time 
in history for man to fly. 

We have gone very far since that time. In 1915, the Congress 
seeing the necessity for conducting research in this field established 
the National Advisory Committee for Aeronautics and over the 
succeeding 38 years Congress has annually provided funds in support 
of ssvomantioel seacerdh for the benefit of military and civil aviation. 

Mr. Puaruurrs. This is the letter which Dr. Hunsaker is reading. 
This is directed to whom? 

Dr. Hunsaxer. To the Congress. 

Mr. Putuurps. And signed by whom? 

Dr. Hunsaker. Signed by the Chairman of the Committee, by 
myself, with the authority of the Committee as a whole. 

Mr. Puiuips. That will be inserted in the record at this point. 


Dr. Hunsaker. We are now in the 39th year to come before the 
Congress to discuss how we shall operate and at what scale. We 
were established in 1915. 

(The letter submitted for the record by Dr. Hunsaker is as follows:) 


THIRTY-NINTH ANNUAL REPORT OF THE NATIONAL ADVISORY COMMITTEE FOR 
AERONAUTICS 


Wasuineton, D. C., November 19, 1958. 
To the Congress of the United States: 

This is the 50th year since Wilbur and Orville Wright at Kitty Hawk, N. C., 
made their first powered flight. That airplane was a fragile and unsteady ma- 
chine of no immediate utility. It flew for only a minute but it disclosed the 
solution of the age-old problem of human flight. 

The Wrights were the first in the history of man to fly. There was no one to 
teach them. They had to discover principles and to learn the art by cautious 
and methodical experimenting. From their own research they obtained the 
practical information needed to design their successful flying machine. 

The Wrights received no effective aid from the theoretical studies of flight made 
by the mathemeticians of the 19th century. The science of aerodynamics was 
ee in response to the practical demands of aeronautics in the years to 
ollow. 

In 1908, the Wrights demonstrated at Fort Myer, Va., a vastly improved flier, 
the first military airplane. It carried a passenger and flew for more than an hour 
Following this public demonstration, the development of the airplane was taken 
up vigorously. At first France and Germany took the lead, then Great Britain, 
but the United States lagged behind in the furthering of this greatest American 
development of the century. 

With war clouds in view in 1915, the Congress established the National Ad- 
visory Committee for Aeronautics to undertake the scientific study of the prob- 
lems of flight with a view to their practical solution. President Wilson appointed 
the members of the first Committee, consisting of the heads of the military and 
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civil ee of the Government concerned with aeronautics and experts from 
private life. 

Over the succeeding 38 years, the Congress has annually appropriated funds in 
support of the Committee’s research. During the period between the two World 
Wars, the Committee supplied scientific and engineering knowledge which con- 
tributed substantially to American leadership in aeronautics and victory in the air, 

The Committee has functioned as a board of directors to plan as a and 
supervise the execution of research programs conducted by a dedicated civil 
service staff of some 7,000 men and women. In this responsibility to the Nation 
the Committee has had the assistance of 28 technical subcommittees recruite 
from governmental agencies, universities, manufacturers, and the airlines. Co- 
ordination of the many interests concerned with research has been effectively ac- 
complished within the Committee because of the interlocking character of its 
membership. 

The intensity with which scientific research is pursued determines the rate at 
which new knowledge is acquired and consequently the rate of progress which can 
be made in improving the performance and efficiency of J iaeries's aircraft. 
Many problems of importance are known to exist, which cannot be studied as 
intensively as they merit within existing resources. 

Before the end of the next fiscal year the first of the NACA unitary plan wind 
tunnels, for which the Congress J gegen $75 million, will come into use. 
The unitary plan assigns to NACA the additional task of ——t very large 
transonic and supersonic wind tunnels to be available to industry for develop- 
mental testing of aircraft and missiles. 

Both the offensive potential of our atomic weapons, and our defense against 
such weapons, depend in major part on superior aircraft and missiles. By virtue 
of an immense effort this country holds a current position of leadership in many 
areas in aeronautical science. ut no complacency is justified in view of the 
high scientific and technical capabilities disclosed by Soviet progress, including 
that of nuclear weapons. It cannot be assumed that the Soviets will not like- 
wise make the advances in aeronautical science which we ourselves know to be 

ssible. 

PoThe Committee, therefore, urges that the existing and potential capacity of the 
National Advisory Committee for Aeronautics be fully and intensively utilized 
to advance the aeronautical arts and sciences, born 50 years ago with the Wright 
brothers’ airplane, and that the Congress provide the necessary support for t 


policy. 
Respectfully submitted, 
Jerome C. Hunsaker, Chairman, 


JUSTIFICATION OF THE ESTIMATES 


Mr. Puiturps. We will insert at this point pages 2 through 7 of the 
justifications in the record. 
JusTIFICATION OF OF APPROPRIATIONS FiscaL YEAR 1955 


Regular estimates of appropriations for the National Advisory Committee for 
Aeronautics for the fiscal year 1955 are submitted in the amount of $58,220,000, 
summarized as follows: 


RESPONSIBILITIES AND OBJECTIVES 


The National Advisory Committee for Aeronautics is the Government agency 
charged with the responsibility for scientific aeronautical researcb. It was 
established by the Congress in 1915 to “supervise and direct the scientific study 
of the problems of flight with a view to their practical solution.”” The responsi- 
bility for planning and conducting an adequate program of aeronautical research 
—_ with the NACA as the Government agency charged with research in this 
field. 

The work of the NACA is directed toward the overall objective of acquiring 
the new scientific knowledge essential to assure American leadership in aeronautics. 
The immediate objectives of the NACA are to solve, as quickly as facilities and 
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personnel permit, the most pressing scientific problems of high-speed flight, and 
to assist the military services and the aircraft industry in the practical application 
of this research information to the design of effective supersonic military airplanes 
and missiles. To the extent permitted by the urgency of these immediate objec- 
tives, the NACA directs research to other requirements of military aviation, and 
to the needs of commercial and private aviation. 

The research of the NACA insures that funds expended by the Government for 
new and improved aircraft result in the procurement of the most effective aircraft 
obtainable. 

FUNCTIONS 


To discharge its responsibilities, the NACA endeavors to forecast the trend 
of aeronautical development, civil and military; to anticipate the teenhical prob- 
lems that will arise; to design and provide the special research facilities needed to 
solve the problems; to coordinate the aeronautical research program of the Govern- 
ment; to conduct scientific investigations in its own laboratories; and to encour- 

e and support research in scientific and educational institutions. The results 
of the committee’s research, in the form of consultations and reports, are made 
available to the military services and other Government establishments, to indus- 
try, and, to the extent permitted by classification, to scientific and educational 
institutions and libraries, and to others concerned. 

In carrying our effectively its function of coordinating aeronautical research, 
the NACA is assisted by 4 technical committees and 23 subcommittees whose 440 
members serve as such without compensation. The members of these committees 
are specifically qualified technical personnel from Government agencies concerned 
with aviation, from the aircraft and air-transport industries, and from scientific 
and educational institutions. These technical committees act as coordinating 
groups, providing effectively for the interchange of information and ideas and for 
the avoidance of duplication. 

Research of the NACA is not considered complete until results are tested by 
sufficient practical application. NACA research does not include the develop- 
ment of specific aircraft or equipment. However, because of the unique nature 
of the NACA’s research facilities, the NACA provides technical assistance in the 
solution of the specific problems involved in the development of improved military 
aircraft and equipment. 


NATURE OF CURRENT PROBLEMS IN AERONAUTICAL RESEARCH 


The NACA research effort may generally be divided into the following 22 fields 
of work or research programs: 


Aerodynamics: Power plants: 
Fluid mechanics Aircraft fuels 
Stability and control Combustion 
Internal flow Lubrication and wear 
Aircraft propellers Compressors and turbines 
Seaplanes Nuclear powered engines 
Rotary wing aircraft Engine performance and operation 
Aircraft configurations Engine materials 

Aireraft construction: Rocket engines 
Aircraft structures Operating problems: 
Aircraft loads Aircraft operation 
Vibration and flutter Aeronautical meteorology 
Aircraft materials Aircraft fire prevention 


Classified information on the nature of current problems in these fields of work 
will be available at the time of the hearings on these estimates. 


NECESSITY 


The necessity for NACA research results from its direct relation to the national 
security. 

The factors determining the rate at which the NACA snould conduct research 
are at present related almost entirely to the NACA’s responsibility to military 
aviation. The magnitude of the NACA research effort very largely determines 
the quality and success of advanced prototypes of military aircraft. Any 
attempt to keep ahead of foreign military aircraft performance by constructiori 
of prototypes beyond the range of existing research information would be more 
costly than by first providing adequate research information. 
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For several years prior to action on the fiscal year 1953 budget, NACA appro- 
priations were barely keeping up with increased personnel and material costs 
while the military aircraft development program was more than doubled. Now, 
as a result of action on the fiscal year 1953 and 1954 budgets, the NACA level of 
effort has been reduced at a time when industry is proceeding under Government 
contracts with the design and development of supersonic tactical airplanes vitally 
needed for national defense. 

The national aeronautical research and development program must be estab- 
lished and maintained with a correct balance between industry development on 
the one hand and NACA research on the other. At a time when economy is 
vital in the development of new aircraft and missiles, and costly mistakes and 
delays must be avoided, there are blank areas in our scientific knowledge. These 
gaps must be filled quickly. New developments should be supported by timely 
and adequate research which alone will permit correct technical decisions by the 
military, involving billions of dollars. ost the acquisition by NACA of new 
fundamental knowledge is accelerated, America will lose ground and lose time in 
the vital struggle for supremacy in the air. Definite and recognizable supremacy 
in the air, established and maintained, is the least costly and most effective route 
to real security in the long run. The NACA research program is not in balance 
with either the military’s aircraft procurement or development programs, This 
could lead to disastrous consequences. 

The National Advisory Committee for Aeronautics cannot emphasize too 
strongly the urgent necessity for the effective utilization of its current vital research 
facilities and proper utilization of its new Unitary Plan development wind tunnels 
as they become ready. The opportunities for great progress in aircratt develop- 
ment are brighter now than ever before. They are open not only to America, 
but also to any potential enemy. 


SUMMARY OF FISCAL YEAR 1955 ESTIMATES 


Salaries and expenses.—Funds in the amount of $53,600,000 are requested for 
salaries and expenses for the fisca] year 1955, _This sum will provide for operation 
of the NACA Headquarters in Washington, D. C.; three major research labora- 
tories at Langley Field, Va.; Moffett Field, Calif.; and Cleveland, Ohio; the 
pilotless aircraft stacion at Wallops Island, Va.; the high-speed flight station at 
the Edwards Air Force Base, Edwards, Calif.; the Western Coordination Office at 
Los Angeles, Calif.; and the Wright-Patterson Coordination Office at the Wright- 
Patterson Air Force Base, Ohio. The plant value of the NACA’s laboratories 
and stations, including work in process under current authorizations, is approx- 
imately $300 million. 

The amount requested for the fiscal year 1955 represents an increase of 
$3,600,000 over the amount currently available for the fiscal year 1954 or a net 
increase of $2,600,000 over the amount appropriated for the fiscal year 1954. 
In summary, the requested increase is necessary primarily to provide personnel, 
electric power, supplies, equipment, and other services for the operation of the 
three new NACA unitary plan wind tunnels in the fiscal year 1955, one each at 
the Langley, Ames, and Lewis Laboratories. 

The estimates for the fiscal vear 1955 are based on an increase in staff of 573 
employees from a base of 7,177 to a total of 7,750 employees at the end of the 
fiscal year 1955. The proposed increase is required to permit operation of the 
new unitary plan wind tunnels. Approximately 50 percent of the increase in 
funds for salaries and expenses requested for the fiscal vear 1955 is required to 
finance this personnel increase. The remainder of the increase will provide the 
necessary electric power, supplies, equipment, and other services required for 
operation of the new facilities, An increase in funds for security investigation: 
is also being requested for the fiscal year 1955. 

Detailed analyses and justifications for each object of expenditure under the 
“Salaries and expenses’”’ appropriation are presented immediately following this 
general statement. Summary sheets are included at the end of the section on 
‘Salaries and expenses’”’ showing actual and estimaced obligations for each labora- 
tory, station, and office for the fiscal years 1953, 1954, and 1955. ~ 

Construction and equipment.—To discharge its responsibilities in conducting 
scientific aeronautical research, the NACA must design and construct at its labora- 
tories and stations the special research facilities required for solution of the prob- 
lems of flight. Funds for this purpose are provided under the ‘‘Construction and 
equipment” appropriation. 

henever possible, it is the policy of the NACA to meet its requirements for 
new research facilities by a continuing program of modernizing existing facilities. 
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This policy has been followed in the estimates for the fiscal year 1955 which in- 
clude projects for the modernization of 2 existing wind tunnels at the Ames 
Laboratory and 1 at the Lewis Laboratory to incr: ase their usefulness for high- 
speed research, and the installation of additional equipment at 2 existing research 
facilities at the Lewis Laboratory. New projects in the 1955 program include a 
rocket engine research facility at the Lewis Laboratory and a high-speed hydro- 
dynamic facility at the Langley Laboratory. 

The 1955 construction program totals to $5 million. It is proposed that this 
pro be financed in part ($380,000) by the use of reserves from currently 
authorized construction programs. The balance, $4,620,000, is requested as a 
new appropriation. Continuing the procedure used with respect to the construe- 
tion programs for the last 4 years, a request for the necessary authorizing legisla- 
tion for the 1955 program has been submitted to the Senate and to the House of 
Representatives in order that legislative consideration of the program may pro- 
ceed concurrently with the studies made by the Appropriations Committees. 

Justifications of the construction projects proposed for the fiscal year 1955 are 
presented in the construction and equipment section of this booklet, following 
the section on “Salaries and expenses.” The writeups are necessarily brief; all 
material of a classified nature has been deleted. More detailed information will be 
available at the time of the hearings on these estimates. 


Analysis of appropriations and estimates, fiscal years 1954 and 1955 


Changes 
Fiscal year Fiseal year | increase (+) 
1954 1955 or 


Salaries and expenses: 
Personal services: 
Start of year employment 7,023 

End of year employment 7,177 7, 750 
Annual cost $36, 872, 649 | $39,910, 000 


36, 101, 622 
7, 350 


Total, personal 
Other expenses: 


‘Transportation... 
Communication 


Printing and reproduction --_- 
Other contractual serv 


Construction and equipment: 
New construction: 
Langley Laboratory. 
boratory. 
Lewis Laboratory 


Total, new construction...................-..-...... 


SALARIES AND EXPENSES 


Mr. Puiuuips. You received last year $51 million; you are asking 
for next year $53,600,000. I observe that most of the increase is for 
personnel and for electric power, except for a few minor items. 


Pay in excess of 52-week 142, 205 
Payment above basic 236, 350 239, 150 | 
38, 200,000 | +$1, 712,473 
Oo 

ia 99, 050 100, 000 +950 : 
= 162, 650 170, 000 +7, 350 
Rents and utilities 4, 117, 820 5, 500, 000 +1, 382, 180 
2, 331, 371 2, 650, 000 +318, 629 
Supplies and materials..._...................-.-...... 4, 340, 030 4, 400, 000 +59, 970 
1, 998, 100 2, 100, 000 +101, 900 
Refunds, awards, and 2, 000 
63, 452 83, 000 +19, 548 
Total, salaries and expenses.__.......-...__---_---.. 51, 000, 000 53, 600, 000 +2, 600, 000 
4, 929, 910 §, 008, 600 [.............. 
Total, construction and equipment.....................| 11, 439, 000 4, 620, 000 —6, 819, 000 
Total, appropriated and 62,488,000 | 58,220,000 | —4, 219, 090 
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Dr. Hunsaker. Yes, sir. 
Mr. Puiturps. So I think perhaps you had better give us a state- 
ment as to just what the request amounts to. 


PERSONAL SERVICES 


Dr. Hunsaker. During the present fiscal year we believe we will 
have an average employment of about 7,057 people. During the 
coming fiscal year additional facilities which have been under construc- 
tion for the past 2 or 3 years will come to completion; to man them and 
continue operating our existing facilities at about the present level 
we need to increase the average staff to about 7,400. 

Mr. Puitures. You are giving the average. What you show for 
1953 is 7,652, and your ssithoulentlon for the current year is 7,177. 

Dr. Hunsaker. At the start of the year. 

Mr. Puinurps. And you are asking for next year, 7,750. 

Dr. Hunsaker. At the end of the year. 

Mr. Putuurps. Or an average of 7,400. 

Dr. Hunsaker. Yes, sir. 

Mr. Puitirres. Where would you like to put those people? First, 
what is that picture you have over there? 

Dr. Drypen. That is a picture of 1 of the 3 unitary wind tunnels 
for which your committee approved funds 4 years ago. You gave us 
an appropriation of $75 million for 3 large supersonic facilities. 

Mr. Puiuurps. What has that to do with the number of employees 
Dr. Hunsaker is talking about? 

Dr. Drypren. The people to run them. This tunnel and 2 others 
will come into operation within the next 2 years, as part of the so- 
called unitary wind tunnel plan. This is the NACA part of it. The 
Congress has invested $75 million and we need the people to begin 
operation of these facilities. 

From a technical point of view, they extend the availability of the 
speed range for research and development above Mach No. 2. 

If I may recall to you, from the Wright brothers’ flight in 1903, it 
took 44 years to reat the speed of sound. In 6 years of research, an 
airplane has reached a speed of twice the speed of sound. It happened 
to be flown by one of our pilots as a research airplane. Very shortly 
thereafter in another research plane, Yeager, an Air Force pilot 
reached a speed of two and a half times the speed of sound. 

These are matters which have appeared in the daily press, so there 
is no reason to keep it off of the record. We have military airplanes 
that are beginning to give service above the speed of sound. Mr. 
Abbott will tell you about those planes. These wind tunnels conceived 
just after the last war, were authorized by Congress 4 years ago. 
Construction is now approaching completion. e are asking to 
begin using this equipment. 

r. Pumps. How many people does that represent in number? 

Dr. Hunsaxer. At the Langley Laboratory we need 164 people; 


at the Ames Laboratory in California, 193; and at the Lewis Labora- 
tory in Cleveland, 216. Those figures add up to 573, which is the 
difference between the proposed positions at the end of the year, 
7,750, and at the start of 


all right 


Dr. Drypen. But they will be on only part of the year. 


the year, 7,177. The arithmetic works out 
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Mr. Puuuurres. The arithmetic works out all right, except, appar- 
ou any work. 

RYDEN. Oh, yes. I want to make it clear that these tunnels 
are wats of a ate different order of magnitude than tunnels for the 
lower speeds. On this chart, the block to the right represents the 
operating cost of the present large transsonic and supersonic tunnels 
and the small tunnels in the NACA. This is the cost of operating 
the tools. It does not include the cost of the engineers planning the 
research. It takes about $5 million for the present large supersonic 
and transsonic tunnels, and about $3 million for the small ones, or a 
total of $8 million. The ultimate annual eost of running these ‘large 
unitary wind tunnels is approximately $10 million for a $75 million 
investment. 

I am using this to give you an accurate picture as to the present 
and a forecast of our future needs. Those 573 people will be employed 
only for a part of the fiscal year 1955, so we do not request this full $10 
million in the appropriation now being asked for. 

I think you can see by comparison that to run these new wind tun- 
nels at the expense of other equipment would mean the closing up of 
practically everything else around the laboratory, in the way of wind 
tunnels. So this is not a sum which can be absorbed. We either 
get the money to operate, or mothball those wind tunnels. That is 
the practical situation that faces us. 

r. Corron. Mothball which; the old or the new ones? 

Dr. Drypen. The new ones. This wind tunnel which you see in 
the picture has a 216,000 horsepower motor, and the cost of power for 
its operation alone is quite sizable. 


COST OF ELECTRIC POWER 


Mr. Paruures. I notice you increase your electrical cost for next 
year from $3.5 million to $4.9 million. 

Dr. DrypEen. The increase is necessary to permit operation of these 
very large motors in the three new unitary wind tunnels. 

Mr. Puiuuips. You mean to say it is going to cost the Government 
$1,400,000 a year to operate those? How much do you pay for power? 

Dr. DrypeNn. The costs are spelled out in detail in our justifications. 
na Umer. About 7 mills is what we will be paying at Moffett 

ield. 

Dr. HunsakeEr. That is the cost for Shasta power we are getting at 
Ames through the Bureau of Reclamation, which is the lowest rate we 
could possibly get. 

Dr. Drypen. The power rates vary, of course, depending on the 
location. 

Mr. Puiturps. Page 44 of the justifications should go in the record 
in connection with the statement just made. 

(Page 44 above referred to is as follows:) 
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Mr. Puiurrps. We may come back to this matter of the cost of 
power, but are you stating that is the cheapest possible power you 
can get? 

Dr. Drypen. Yes, sir. As I say, the rate varies. We get power 
in. ern for about 8 mills; we get power at Langley for about 10 
mills. 

Mr. Umer. There are only two sources of supply for electric power 
for us in California; one is the Pacific Gas & Electric Co.; the other is 
the Bureau of Reclamation. Over the past year and a half, we have 
been negotiating with both of those concerns and the best rate we have 
gotten is from the Bureau of Reclamation. They started to furnish 
us power on January 1 of this year. 

Mr. Paruuips. What is the source of that power? 

Dr. Dryden. Shasta. 

Mr. Tuomas. What are the rates in the three States—Virginia, 
California, and Ohio? 

Mr. Utmer. The current Virginia rate is around 12 mills; the rate 
in California has been running about 10. Next year it will get down to 
6or 7. And in Ohio we are paying about 8 mills at the present time. 

Dr. Drypen. This is a very complicated function of demand and 
consumption, as you realize, and what we are telling you is the net 
overall cost. 

Mr. Puttuips. Do you use power all day on a 24-hour basis? 

wok Drypen. Yes, sir; but our loads vary greatly during the 24-hour 
period. 

Mr. Pururps. Can’t you use it on the basis of when the heavy 
demand is not upon the source? 

Dr. Drypen. Our contracts vary from place to place. In the city 
of Cleveland, we are able to buy power during the daytime cheaper 
than at night if we take it when it is available. In other words, we 
cannot demand the Cleveland power at any time, but if the company 
has power available, say, during the noon shutdown of industry, they 
will sell that power to us at a rate even lower than the offpeak rate for 
firm power. So the conditions differ in dealing with the different 
power companies in this respect. Our large loads usually are the 
offpeak loads. 

ADDITIONAL PERSONNEL REQUESTED 


Mr. Puaruurps. You are asking for 573 additional people for next 
year. I asked you more or less seriously if you ever concluded a 
project and in that way could transfer people to new projects. 

Dr. Drypen. We do. 

Mr. Puruures. But you still want 573 additional and the increased 
cost of this additional employment amounts to an average salary of 
$5,400. 

Dr. Drypen. I believe the new positions we are requesting are at 
an average salary of about $4,600. 

Mr. Putuurps. Are these civil-service employees? 

Dr. Drypen. They are all civil-service employees, but half are 
under the classified civil service. 

Mr. Puruures. What about the other half? 

Dr. Drypen. Wage board. Their salaries are fixed by an NACA 
wage board to meet locality wages in the different areas of the country. 

Mr. Putiurps. You show an increase of $3.1 million in the annual 
cost of your positions. I think the difference between the 4,600 and 
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the 5,400 is probably accounted for by the fact I divided 573 into the 
entire increase. 

Dr. Drypren. Yes. Over $400,000 of the increase in the annual 
cost is due to within-grade advancements. 

Mr. Purutrs. Your travel remains the same. 

Dr. Drypen. Yes. 

Mr. Puiturps. Transportation is slightly increased—$950. Why? 

Mr. Umer. That is essentially a roundoff figure. We cannot 
estimate this item any closer than the nearest thousand. 


PENALTY MAIL 
USE OF REPORTS ISSUED BY THE NACA 


Mr. Puituirs. In communications you have an increase of $7,000. 
I know your answer will be that the Postmaster General has decided 
bare = pay for all penalty mail, but why do you have so much 
ma 

Dr. Dryprn. Most of it is for mailing our reports. 

Dr. Hunsaker. I think essentially this is an estimate based on the 
trend of things, we are producing more reports every year. 

Dr. Drypen. Specifically, the large item in our mail is the dis- 
tribution of reports to the aircraft industry. These are our only 
product—information in the form of reports. 

Mr. Puiturrs. Can you show me the kind of reports you send them? 

Dr. Drypen. This is a report [exhibiting] of a 3-day technical 
conference giving the latest information in the field of high-speed 
aerodynamics. 

Mr. Puuurrs. That is sent without cost to all airplane factories, 
or the entire industry, whether or not it is requested? 

Dr. Hunsaxer. No, sir; only to those that are approved. 

Dr. Drypren. Not whether or not they are requested. 

Mr. Puruurrs. They have to ask for them? 

Dr. Dryprn. Not specifically for each report, but for classes of 
reports. 

Mr. Puiturrs. How much do you think they cost the Government? 

Dr. Drypen. Most of our $50 million annual operating appropria- 
tion is used to produce the information in these reports. This is the 
only thing we put out, plus what we give orally. That is what we 
exist for. 

Dr. Hunsaker. That is the end product. 

Mr. Puiturrs. The printing cost is about $80,000? 

Mr. Umer. That figure is the cost of printing permanent technical 
reports by the Government Printing Office. These reports Dr. 
Dryden has shown you are reproduced in our own laboratories. 

r. Hunsaxer. The permanent technical reports are sold by the 
Government Printing Office. 

Mr. Puiturps. You mean there is offset money against this $80,000? 

Mr. Utmer. There is to the extent these reports are sold by the 
Government Printing Office. 

Mr. Puiturrs. But that is turned into the Treasury? 

Mr. Uumer. That is turned into the Treasury by the Government 
Printing Office. 

Mr. Puiturps. How much money is that? 

Mr. Utmer. We do not have that segregated. 

On this item of penalty mail, the main reason for the increase is 
that the procedure of charging each agency with its penalty mail costs 
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started in October of last year. Next year, 1955, the estimate shows 
the full-year cost of penalty mail. 

Mr. Corron. I am afraid I have been under a misapprehension 
for alonz time. I thought your chief function in utilizing the advances 
you make in this science was to transmit it to the Government, to 
the Defense Department. 

Dr. Drypen. To Government agencies and to Government con- 
tractors. 

Mr. Corron. To agencies of the Government. I did not know it 
was transmitted to private industry indiscriminately. 

Dr. Hunsaker. Not indiscriminately. It goes to the Government 
departments. If the Air Force says ‘“We have defense contracts with 
these contractors, they are on our approved list, send them these 
reports.”’ 

Mr. Corron. I should think a private corporation engaged in the 
production of airplanes and having really vast contracts with the 
Government would come to you for information. I cannot under- 
stand, however, this direct pipeline you have with them, whereby 
you carry the reports to them. I would think those would all be 
secret. 

Dr. Drypen. You want them mailed twice; you want us to mail 
them to the Air Force, and then the Air Force to mail them to the 
contractors? I do not understand. 

Mr. Corton. I guess I am the one who does not understand. 

Dr. Hunsaxker. We are talking about the mail charge and explain- 
the mail charge. 

- r. Corron. That is only incidental. My question goes to the 

policy. 

Dr. Drypen. But we send out thousands of reports to people 
interested in the results of aeronautical research, and those people 
interested are the industry which receives them. 

Mr. Corron. Do you send top-secret information —and I mean by 
“top secret,” the latest advances ycu make—direct to those private 
contractors? 

Dr. Drypen. It does not go to anyone who is not cleared by the 
military department, that is not engaged on a military contract. 

Mr. Puttires. Maybe what is in Mr. Cotton’s mind is the same 
thing that isin my mind. These are all people who are in some way 
making airplanes for the Government? 

Dr. Drypen. That is true. 

Mr. Puriures. Who have been cleared for security, whose designa- 
tion is by their firm and approved by you. But is there anybody on 
the list who actually makes money personally from the receipt of this 
areets : there some one engaged in design for his own benefit that 

ets this 
. Dr. Drypen. No; not these highly classified reports. 

Mr. Patturps. But they are all in a way quasi-Government agencies. 

Dr. Vicrory. The individuals in the industry and civil life who are 
not eligible to receive our classified reports can procure published 
a reports that are not classified through the Government Printing 

ce. 

Mr. Puriurps. Will you find out during the noon hour from the 
Superintendent of Documents how much he gets from the sale of 
these reports? I think he has a cost accounting system down there. 
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Mr. Uumer. I think so. 
(The information referred to above is as follows:) 


Approximately $8,400 per year is realized from the sale of unclassified NACA 
reports printed by and sold by the Government Printing Office. 


Mr. Corron. Suppose you develop a certain type of airplane, a 
certain wing design that reduces wind resistance and reduces the cost 
of fuel, and that is transmitted to aircraft companies for use in produc- 
ing bombers or military planes. Wouldn’t they also make use of 
tee new designs in producing passenger planes that fly on commercial 
ines? 

Dr. Dryprn. That is right. 

Dr. Hunsaker. We hope they will. 

Dr, Drypen. But they are not building supersonic airplanes as 

et. 
7 Mr. Corvron. I understand that, and they are not flying at super- 
sonic speeds. Don’t these designs you develop affect the contour or 
the construction of planes that are not supersonic planes? 

Dr. Hunsaxer. Oh, yes; certainly we hope they do. Research 
that is undertaken at the instigation of a military requirement, such 
as a fighter to go faster and faster, may develop a wing form prototype 
that may in the long run be in the public interest to apply to civil 
aviation. 

Mr. Corron. I should think those companies would absorb some 
of the cost of information that is going to benefit them commercially. 

Dr. Drypen. They will simply charge it back to the Government in 
their contracts. 

RENTS AND UTILITIES 


Mr. Pures. The next item is rents and utilities. I take it from 
your previous testimony that the increase of $1,382,180 is almost en- 
tirely for power; that is the testimony you have already given referring 
to the new unitary wind tunnels. 

Mr. Utmer. That is correct. 


OTHER CONTRACTUAL SERVICES 


Mr. Puatuurps. Other contractual services has an increase of 
$318,629. What are the other contractual services? 

Mr. Uxmer. They consist of repairs and alterations to our existing 
facilities, miscellaneous contractual services of the type it is more 
economical to procure on the outside, rather than to provide the faecili- 
ties within our own laboratories—miscellaneous cleaning services, 
computing services, parachute packing, and so forth—research con- 
tracts with universities and with the Bureau of Standards and some 
other services performed by other Federal agencies. 

Mr. Puruures. I think we will have general approval for putting in 
a great deal of the material and most of the tables, but avoiding 
duplication of anything that is covered again in the testimony. 

Dr. Drypren. May | say that one big item in this is $600,000 for 
security investigations of people holding sensitive positions. 

Mr. Puiturps. I made a note of the fact that the item for security 
investigations is $600,000, under 07, which is contractual work. Wit 
whom do you contract for that? 

Dr. Drypen. The Civil Service Commission. 
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Mr. Puiuurps. Then you have in effect taken it out of one Govern- 
ment pocket and put it in another Government pocket. 

Dr. DrypeNn. We do not make that decision ourselves. 

Mr. Puriurps. Somewhere in the process you have made a reduc- 
tion of $156,000. What was that—nonrecurring contracts? 

Dr. Drypen. That shows in the individual items on page 51. There 
is under ‘Repairs and alterations” a decrease of $156,000. 

Mr. Putuiies. Give us reasons for the increases at Langley of 
$53,000; at Ames, $35,000; and at Lewis, $143,800? 

Dr. Drypen. These amounts are for miscellaneous services which 
can more efficiently be done by contract. 

Mr. Puinutps. But what are they? 

Mr. Utmer. On page 62 we have broken those down. 

Mr. Putuurps. Including $750,000 you want to spend at head- 
quarters? 

Dr. Drypen. The $750,000 is for the research contract program 
with educational institutions. 

Mr. Putiiips. What are you getting for it; what are you getting 
for what you spend? 

Dr. Hunsaxer. Those are research contracts with universities to 
do things they are better equipped to do. 

Mr. Puiturps. Maybe we are not looking at the same item. On 
page 51 you show contractual services at pros wok You mean that 
is a contract for the university to operate Lang 

Mr. Utmer. No. May I clear this up. of that $240,000 
is to contract for some miscellaneous services at the locations shown. 

Mr. Putiurrs. They are all services? 

Mr. Utmer. They are all services, and they are listed on page 62. 
ee a Puiuturrs. They are not equipment or changes in building 

? 
r. Umer. No, sir; it is all for services. 

We e “buy some computing and engineering services, for example, or 
machine shop and metal fabrication services. 

Mr. Puruures. What I want to know is what you are spending the 
$53.000 at Langley for, $35,000 at Ames, and $143,000 at Lewis, and 
$750,000 at headquarters. 


RESEARCH CONTRACT WORK WITH EDUCATIONAL INSTITUTIONS 


Mr. Utmer. The $750,000 is entirely separate and distinct from the 
$240,000. The $750,000 is for the research contract program with 
educational institutions. 

Mr. Puiturrs. Conducted at your headquarters? 

Mr. Umer. We supervise the program at headquarters. 

Mr. Puruures. It is charged to your headquarters. 

Mr. Umer. Correct. 

Mr. Puiuurps. But it is done at universities? 

Mr. Utmer. It is done at universities. 

Dr. Drypen. Pages 64 and 65 give a complete list of the specific 
universities. 

Mr. Puriures. The tables on pages 64 and 65 will be put in the 
record at this point, together with the justification on page 63. 

(The matter above referred to is as follows:) 
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Research contracts with educational and scientific institutions 


Total obligations: 
Fiscal year 1954, estimated 750, 000 
Fis.al year 1955, estimated 750, 000 


To complement the research carried out in its own laboratories the NACA 
maintains a program of research in universities and nonprofit laboratories. Con- 
tracts are negotiated with institutions having either specialized research facilities 
or scientists of outstanding ability not otherwise available for investigating 
technical problems of particular aeronautical importance. 

Over 60 investigations in the general aeronautical fields of aerodynamics, air- 
craft propulsion, aircraft construction, and operational problems are now under- 
way in over 30 universities and nonprofit laboratories. 

ontracts are placed on the basis of proposals submitted by the contracting 
institution, either on the initiative of the investigator or at the suggestion of the 
NACA. Proposals are reviewed by NACA staff members and the appropriate 
technical subcommittee. Because of the broad representation of technical spe- 
cialists from the industry and military on the subcommittee, this review insures 
that the proposals that are accepted are not only technically sound but also cover 
problems of highest interest to the potential users of the research results. 

The NACA contract research program is an integral part of the NACA research 
effort. Contract studies are related to the overall program in a manner similar 
to the integration of the various NACA laboratory programs. Reports of the 
useful results of sponsored research are prepared to meet the same high standards 
as other NACA reports, and are given the same distribution to insure maximum 
usefulness and availability of the information. 

There is presented on the following pages an analysis of the NACA’s research 
contracts with educational and scientific institutions which includes a sum- 
marization of the actual obligations incurred under this subtitle for the fiscal 

ear 1953 and the estimated requirements for the fiscal years 1954 and 1955. 

ncluded in the summary, by field of work, is a listing of the institutions to whom 
research contracts were awarded during the fiscal year 1953 and the contracts 
awarded during the fiscal year 1954 through November 30, 1953. 


Analysis of research contract program as of Nov. 80, 1953 


Fiscal year | 
; | Fiseal year | Fiseal year 
Fiscal year | 1954, obli- | i954 total | 1955, esti- 


Field of work and contractor 1953, actual) gated and estimated ated 


obligations ehetion obligations | obligations 


ynamics: 
Polytechnic gag of Brooklyn 


California Institute of Technology-.-.......--------- 
Case Institute of Technology 

Cornell University 

Georgia Institute of Technology 

Iowa State College 

Johns Hopkins University 

Massachusetts Institute of Technology 

Stanford University 

Texas A. and M. Research Foundation 


Total, aerodynamics 


Powerplants: 
Carnegie Institute of Technology 
Case Institute of Technology 
University of Cincinnati 
Cornell University 
University of Florida 
Johns Hopkins University 
Massachusetts Institute of Technology 
University of Michigan 
University of Pittsburgh 
Purdue Research Foundation 
University of Wisconsin_ 


Total, powerplants 


See footnotes at end of table, p. 604. 


9, 752 
ES ES 156, 151 99, 122 $225, 000 $225, 000 
27, 140 
247, 985 80,681 | 225,000 | 225, 000 
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Analysis of research contract program as of Nov. 30, 1953—Continued 


Fiscal year 
Fiscal year | 1954, obli- Fiscal year | Fiscal year 


Field of work and contractor 1953, actual] gated and | 1954, total | 1955, esti- 
obligations | ready for a a 
obligation | | obligations 
Aircraft construction: 
Armour Research $24, 000 


Battelle Memorial Institute 
Polytechnic Institute of Brooklyn 


California Institute of Technology. 21, 604 Ay 
Carnegie Institute of Technology -..............-..- 119, 950 24, 127 |.. 
5, 5 


Massachusetts Institute of Technology 
University of Minnesota. 
Pennsylvania State College. 
Syracuse 


Total, aircraft construction. 
Operating problems: 


Massachusetts Institute of 7, 000 
Total, operating problems.._.................--.- 79, 300 26, 800 75, 000 75, 000 
Total, oll of 739, 543 339, 780 750, 000 750, 000 


1 2 contracts in fiscal year indicated. 
23 contracts in fiscal year indicated. 


Mr. Patties. That gives the names of the universities that are 
doing work for you in aerodynamics, powerplants, aircraft construc- 
tion, and operating problems. 

Dr. Drypen. It shows the money we are spending in 1953 and where 
it is being spent in 1954. We have not attempted to forecast the 
detailed universities for the following year. 

Mr. Putuures. That raises a question. If you do not know where 
you are going to spend that, how did you figure out an item of $750,000 
so carefully broken down as shown there? 

Dr. Drypen. It is broken down under a few general heads. You 
see that even in 1954 we have listed only those contracts which have 
been signed or which are essentially ready to sign. There are a 
large number of others in process of negotiation. 

Mr. Putuurps. Then the fact of the matter is when you estimated 
the figure of $750,000, you had not yet decided how you were going 
to spend it. 

Dr. Hunsaxer. That is right, insofar as the individual contracts 
are concerned. 

Dr. Drypen. It is based on a program of approximately the same 
level as we have carried on now for a number of years. 

Dr. Hunsaker. We would not like to commit ourselves to any one 
university until we know just what our powerplant committee, for 
example, thinks is the most essential thing to do and what the uni- 
versity is prepared to do. We are not supporting these university 
laboratories year after year. We contract with them for specific 
cesearch and a specific report for a given amount of money. 

Mr. Putturpes. But the committee would like to know why you 
picked $750,000. You could just as well have picked $1 million or 
$500,000. 

Dr. DrypEen. We have several times requested higher amounts. 


Ww 


Os 


acc 


— 


2 $56, 000 1 30, 200 

| 256, 157 133,177 | $225, 000 $225, 000 
| | ‘ 
I 
d 
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Dr. Hunsaxer. It would be better if we could spend more money 
with universities. 

Mr. Putiurrs. Better from the standpoint of the financing of the 
university laboratories, or better from the standpoint of the Federal 
Government’s interest in the problem of research? 

Dr. Hunsaker. It would be better in those cases where the 
university laboratory is able to do the work that is wanted. If the 
university has a fine metailurgical lab and has the right man in it 
and he is willing to take on something for us, such as the question of 
an alloy to resist high temperatures, it would be much cheaper to get 
them to do that thing for us with their existing equipment. 

Mr. Patiuirs. That takes care of the $750,000. Now let us get 
back to page 51 and the $240,000. What do you want to do at the 
Langley Laboratory? Do you want to make material improvements, 
or contract to operate something? 

Mr. Umer. This is the kind of contract the people at Langley 
would make. For example, they would make a contract with a 
company to provide machine-shop services or cleaning services of a 
type we normally would not have equipment for and it would not 
pay us to install. 

it you will turn to page 62, you notice the title of the item is 
“Miscellaneous contractual services” and then we list ““Machine shop 
and metal fabrication.”” In building models for research tests, we do 
not have all the facilities for fabrication 

Mr. Puitures. We will put page 62 of the justifications in the 
record at this point. : 

(The matter above referred to is as follows:) 


Miscellaneous contractual services 


Fiscal year Fiscal year 
1953 obli- sti- 1955 esti- 
ma 


Analysis by types of services: 
Machine shop and metal fabrication 

testing 


~ 


Stenographic services. 
Maintenance and installation of 


parking fees, parachute packing and repairs, mainte- 
nance of gas cylinders, ete.) 


Total, all types of miscellaneous contractual services- ___ 


Dr. Drypen. The breakdown here is by type but not by location. 

Mr. Puiturps. Your cleaning service of $15,000 covers how many of 
those locations—just the three? 

Mr. Utmer. All the three laboratories. 

Mr. Puiturps. What about the $2,000 for stenographic services? 

Mr. Umer. Those services were required in connection with 
security hearings. 

Mr. Puiturps. Why do you have such a large cleaning bill? 

Mr. Umer. That covers contracts for cleaning services at all three 
laboratories. It includes industrial shop cleaning, window washing, 
laundering services, and so forth. 

41872—54—pt. 139 


] ] 

| 

$135, 462 $137, 550 

bh 53, 011 49, 000 

Rigging and carting. 7, 206 7, 150 

Photographic and film processing. -._....._..-........---- 5, 568 6, 150 

hemical purification 3, 522 3, 000 

iscellaneous (including extermination services, aircraft 
480 
eC 242, 897 | 238, 425 
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EQUIPMENT 


Mr. Puariurs. Your equipment item 09, shows an increase of 
$102,000 and it seems to me there might be some feeling of duplication 
on the part of the committee between the $240,000 item and the 
$2 million item. 

Mr. Unmer. I wonder if I may explain it in this way. We have a 
certain model to build that would require a piece of the model to be 
for example. We do not normally have plating facilities in our 
aboratories, because we use it so seldom that it would not pay us to 
buy it. So we contract with a machine shop outside to plate this piece 
for us and we pay them for that service. The cost of that service is in 
the $240,000 requested for miscellaneous contractual services. Now, 
we use lathes in building models in our own laboratories; we build 
enough of them so it is economical for us to procure a lathe. The 
cost of that lathe is in the equipment item you see on page 75. 


GROWTH OF AERONAUTICAL RESEARCH 


Mr. Puruures. As I checked over this very hastily, I have the feeling 
that you establish no mean; that you constantly increase the work from 
year to year of a more or less routine nature. I mean to say you have 
worked on a certain type of airplane and you changed the type of air- 

lane. Now it seems to me that somewhere you ought to establish a 
evel, and you have never yet established it. 

Dr. Hunsaker. That is a philosophical question, I think. The 
aeronautical art and its application has not established a level. It is 
growing. 

Mr. Puriuips. Even in its experimental nature? 

Dr. Hunsaxer. The experimental research nature is probably the 
cause of the growth. As new things are disclosed by reaserch, a 
vigorous, active Air Force and civil aviation are going to use those 
things. It will make better airplanes to carry more people faster 
and pretty soon they will have need for more air facilities. We are 
in a kind of a moving train with momentum, and I do not believe 
aviation is going to level off. And I am pretty sure the country does 
not want it to level off. 

Mr. Puiurs. The country certainly does not want any handicap 
put on research in airpower; but we have been dealing for genera- 
tions—perhaps not this subcommittee, but our predecessors—with 
everybody in the Government engaged in research. 

Dr. Hunsaker. Yes, sir. 

Mr. Puiuurps. The hardest thing in a research agency is to get it to 
stop anything it ever started no matter how antiquated it has become. 

Dr. Hunsaker. I have a Unitarian minister friend in Boston who 
said, “If you will stop this research in the air, we will stop progress 
nag Seen won’t be killing themselves and the world will be better 
off. 

Mr. Puiturrs. I don’t know about that theory. 

(Discussion off the record.) 

Dr. Hunsaxer. The nature of aeronautics has changed; we have 
— into the supersonic and it is dangerous if someone makes a 
mistake. 


| 
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— Putiurrs. How did you get a million dollar budget reserve last 
ear 
Dr. Drypren. Mr. Dodge said “You will put $1 million in reserve.” 

Mr. Puiurrs. He fixed that for you. I thought this committee 
was not inclined to give money so liberally we would give you 
$1 million for a budget reserve. 

Dr. Drypen. It was an arbitrary action. 

Mr. Puruirs. You got along all right? 

Dr. Dryprn. That is a matter of opinion. Let us leave it that 
way. 

ConstRucTION AND EQUIPMENT 


Mr. Puiuuips. In new construction you want $5 million, approxi- 
mately the same amount you had in the current year. 

Dr. Drypen. It is less. We are asking for less total money. 

Mr. Puitures. How do you make less? I make it $70,000 more. 

Dr. Drypen. Page 7, total construction and equipment in 1954 
was $11,493,000. e are asking for $4,620,000, a decrease of about 
$6 million. 

Mr. Puriiurrs. Let us compromise by saying we are both right. 
I was referring to new construction which is about the same. You 


were throwing in the liquidation of the prior contract authority. 
Dr. Drypen. That is right. 
Mr. Puruuies. What is your new construction, pages 118 to 130? 
Mr. Utmer. Summary is on page 114, Mr. Phillips. 
Mr. Puruures. I think you had better give us a little more than this 
casual and rather hasty rundown. Who will take that? 


Dr. Drypen. Pages 116 and 117 contain brief justifications for each 
project. I would like to put these pages in the record and then discuss 
each item briefly. 

LANGLEY AERONAUTICAL LABORATORY 


High-speed hydrodynamic facility ($1,220,000).—It is proposed to construct a 
concrete towing basin adjacent to the existing landing loads track and to utilize 
the existing track for operation of a new high-speed carriage for research on the 
landing and take-off characteristics of high-speed water-based aircraft. Observa- 
tion stations, a model-preparation shop, offices, and necessary alterations to the 
existing landing loads track are included. Recent developments in design and 
handling techniques have shown the possibility of constructing water-based air- 
craft having performance comparable to that of advanced types of land-based 
aircraft. Present hydrodynamic research facilities are limited to speeds up to 
60 miles per hour, while the needs for design data range up to 150 miles per hour. 
The most expeditious method for obtaining the necessary new facility is to utilize 
the equipment of the landing loads track for propelling and arresting the model, 
and to build a new towing tank and auxiliary apparatus adjacent to the track. 
This will make possible the production of design data for the maximum utilization 
of new principles in the development of water-based military aircraft. 


AMES AERONAUTICAL LABORATORY 


Supersonic free-flight tunnel alterations ($196,000).—It is proposed to construct 
a new test section for this facility, increasing its length by 9 feet, and increasing 
the number of shadowgraph stations from 7 to 18. Research data on drag, lift, 
pitching moment, damping in roll, aileron effectiveness, boundary-layer transition, 
and skin friction is required in the development of aircraft and missiles designed to 
operate at very high Mach numbers. The present tunnel is adequate for the 
accurate measurement of drag, but has been found to be inadequate for other 
measurements. The proposed alterations will remedy this defect. 

10- by 14-inch supersonic tunnel alterations ($153,000).—The purpose of this 
project is to increase the Reynolds number range of the tunnel by about 200 per- 
cent. An existing compressor in the adjacent 10- by 10-inch heat transfer tunnel 
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can be utilized by installing appropriate piping and control equipment, and making 
some structural alterations. he modified facility will then be capable of deter- 
mining altitude effects on the aerodynamic characteristics of modern high-speed 
missiles. 


LEWIS FLIGHT PROPULSION LABORATORY 


Eight- by six-foot supersonic tunnel alterations ($120,000).—The alterations 
contemplated under this project consist of changing the upstream connections 
of the flexible nozzle plates of the test section to permit operation of the tunnel 
at lower supersonic speeds. The present tunnel speed range, while adequate for 
presently contemplated combat design speeds, does not permit evaluation of 
promising designs in the critical low supersonic speed range. The modifications 
will allow the necessary research data to be obtained quickly and economically 

Air dryer for propulsion systems laboratory ($458,000).—The addition of a 
third air-drying tower and associated refrigeration equipment is proposed under : 
this project. his will make possible the use of the free-jet technique, which 
requires dry air, in ram and turbojet engine investigations to obtain reliable 1 
inlet and engine matching data. 

Air heater for altitude test chambers ($302,000).—The proposed project includes ; 
the installation of the necessary equipment to heat the combustion air used in 
two altitude test chambers in the engine research building. In order to simulate 
flight conditions at high altitude and supersonic speeds for turojet engine inves- | 
tigations, inlet air must be provided at elevated temperatures. The installation 
of the equipment covered by this project is the most economical means of : 
accomplishing this purpose. 

Rocket engine paaserel facility ($2,551,000).—This proposed new facility includes } 
a test. structure with apparatus for the removal and disposal of products of com- 
bustion from the rocket exhaust, appropriate instrumentation, fuel storage pits 
and tanks, a central building containing a shop, instrument center, and offices 
for the research staff, and necessary utilities. High-energy propellants will be 
investigated in rocket engines of medium thrust. In the design of rocket- 
powered vehicles for the military services, many practical problems associated 
with rocket motor size have been encountered. These problems can only be 
attacked and solved by conducting researe:\ in a facility of this type where motors 
covering a range of thrust levels and periods of operation can be investigated. 


HIGH-SPEED HYDRODYNAMIC FACILITY 


Dr. Drypen. The first item of $1,220,000 is the equipment to 
utilize our existing landing loads track for operating a high-speed 
carriage and study problems of high-speed water-based aircraft. 
You may recall seeing a picture of an airplane with skis. We have 1 
a picture or two of this airplane which floats down in the water norm- 
ally but as the engine is speeded up it accelerates. 

r. Puruurps. Is that a jet? 

Dr. Drypen. Yes. 

Dr. Hunsaker. That is something new under the sun. ; 

Mr. Puiturps. How does it take off? Off the water? 

Dr. Hunsaxer. It skims off the water. 

Mr. Puiuips. It can’t come down on any other body. It can’t 
come down on land in an emergency? 

Dr. Hunsaxer. I think it could come down on a snow field or ice 
surface or mud surface. It is like the skis people use on snow. 

Mr. Corton. Can it float during a high storm at sea? 

Dr. Hunsaker. On a lake or pond, not in a high storm. 

Mr. Asport. It is less sensitive to rough water than any seaplane 
of its size. It can operate in rougher water than any seaplane of 
its size. 

Mr. Puruures. What is its strategic value? 

(Discussion off the record.) 

Mr. Puiuurps. How much of your $1,220,000 is for that particular 
project? 
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Dr. Drypen. It is not for this particular project. It is for a facility 
for studying the problems of skis as applied to all kinds of airplanes. 
For the first time an airplane can land and take off on water and fly 
substantially as fast as an airplane which takes off and lands on the 

und. There have been these tremendous advances in water-based 
aircraft but there is no present facility for studying the problems of 
very high speed takeoff and landing such as you get with these skis. 
m ! HILLIPS. You have a model water laboratory down at Langley 
ield? 
Dr. Hunsaker. Yes. This item is to improve the facilities at 


Langley, Field. 
r. Putuurps. Use it as an experiment? 

Dr. Hunsaker. Yes. 

Dr. Drypen. Present facilities are limited to speeds of 60 miles 
ei hour and the needs are for something going up to 150 miles per 

10ur, 

Mr. Puitures. Does that complete your statement on the $1,220,000? 

Dr. Drypen. Yes. I might add one more remark. We have 
studied many ways of making the studies that are required. We 
have studied the development of another tank with a carriage similar 
to the ones we now have, and with the carriage going 150 miles an 
hour. The cost of that is astronomical. We wouldn’t recommend 
it that way. This way, by using an existing track and running a 
special carriage on that track, with the addition of a tank of water 
alongside of it, enables us to do a job for a million dollars which 
otherwise would be many millions of dollars. 

Mr. Paiuutrs. I notice for Wallops and Edwards you have the word 
“Summary” underneath. I don’t understand it. I recall seeing as 
I went through it you expect to spend $500 at Wallops. 

Mr. Utmer. I have used this page both as an index and as a sum- 
mary of the program. There is no request being made for Wallops 
or Edwards in 1955. 

Mr. Puiuurps. Nothing for Wallops at all in 1955? 

Mr. Umer. That is night. 

ar Puiuirs. I thought I saw $500 somewhere. Was that this 
year? 

Mr. Utmer. We have some money in 1952 at Wallops and $4 
million we got in 1952 for Edwards. 

Mr. Puiuurps. At Ames you want to spend approximately $350,000 
in 1955. 

Dr. Drypren. There are two alteration jobs which are of such 
magnitude we thought they should be put in the construction and 
equipment section of the budget. This is a ground rule. If we make 
some minor modification we must absorb that in our regular operations. 

Mr. Puiturps. So now you call them all major operations. 

Dr. Dryprn,. No, not at all. 

Mr. Puiuurps. And put the money in the budget. 

Dr. Drypven. If we modify some piping at a cost of $20,000, this is 
something which is regarded as a normal operating expense. 

Mr. Puiuurps. This is the reverse of the story of the married 
couple that never had a quarrel. They agreed the husband would 
decide major matters and the wife minor matters and in their lives 
they never had anything to decide but minor matters. 

Tr. HunsAkER. $196,000 is a substantial sum of money. 
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Mr. Pututres. We still think it is. We are old fashioned. 

Dr. Drypen. You ought to know about an item of that size and 
should have an opportunity to pass on it. 

Mr. Paruutps. I think we would like to know a little more in detail 
about — construction program as shown on page 114, and suggest 
you tell us what these material improvements are being used for. 


SUPERSONIC FREE-FLIGHT TUNNEL ALTERATION 


Dr. Drypen. This $196,000 is for alterations in the test section 
of a small supersonic wind tunnel in which a gun can be fired upstream 
so as to simulate very much higher speeds. This again is an effort to 
find a cheap way of investigating the properties of a missile which 
may go at several times the speed of sound in a piece of equipment 
which was originally built for lower speeds. 

Mr. Putuurps. To a layman I would suppose that the shock of the 
propulsion would disturb some of the resulting calculations. 

Dr. Drypen. There is no distortion in this case. 

(Off-the-record discussion.) 

Dr. Drypven. This project covers a lengthening of the test section 
in this tunnel to improve the accuracy of our measurements. 

Mr. Puriurps. This is still at Ames? 


10- BY 14-INCH SUPERSONIC TUNNEL ALTERATIONS 


Dr. Drypen. Yes. We are requesting $153,000 to put in some 
control equipment, and to make some structural alterations to increase 
the Reynolds number of another small supersonic tunnel. This will 

ive us measurements which are more nearly applicable to flight. 

he tunnel we wish to modify is in the high Mach number range and 
the types of problems it works on result in improvements to high- 
speed missiles. 

Mr. Puituips. Where is this tunnel pictured up here? 

Dr. Drypen. Ames Laboratory. 

Dr. Hunsaxer. I might interject that these alterations are things 
that people constantly are proposing. They see a way to modernize 
an existing wind tunnel to make it capable of doing something that is 
needed that it was not capable of doing before. It is much cheaper 
to modify an existing tunnel where we can than to build an entirely 
new one. 

These two items accomplish something that those tunnels could not 
do before. We are keeping them from enanelee obsolete. 

Mr. Puaruuips. $120,000 at Lewis. 


8- BY 6-FOOT SUPERSONIC TUNNEL ALTERATIONS 


Dr. DrypENn. $120,000 is requested for Lewis to increase the speed 
range—in this case it is to lower it—of the 6 by 8 large supersonic 
wind tunnel. This tunnel was designed in 1944 or 1945.- The speed 
in such a tunnel is varied by shaping the flow passage with a plate 
which bends. It is a very large plate and you cannot, of course, bend 
it too far. Otherwise you get into difficulties. 

The engineers working with it have found a rather simple modifi- 
cation which will extend the maximum range downward so that it 
will be able to cover a wider speed range on the same model in the 
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same tunnel. We will be able to get our data quicker and more 
economically. 


AIR DRYER FOR PROPULSION SYSTEMS LABORATORY 


The next item of $458,000 is for increasing the airflow capacity of 
the current air-dryer equipment in the poossees, Pe systems laboratory. 
Mr. Puiuuirs. At Lewis? 

Dr. Drypen. Yes. 

Mr. Puiuirs. The page is 132. 

Dr. Drypen. Yes, sir. 

Mr. Puitures. That will be put in the record. 

(The information follows:) 


Lewis Fuicut Proputsion LABORATORY 


AIR DRYER FOR PROPULSION SYSTEMS LABORATORY 


1. Description 

It is proposed to increase the airflow capacity of the current air-dryer equip- 
ment in the propulsion systems laboratory by adding one drying tower and as- 
sociated refrigerating equipment to the existing facility. A sketch of the proposed 
installation is shown on the following page. 


2. Justification 
The construction project now underway for the expansion of air facilities for 
research on current ram and turbojet engines will increase the available combus- 
tion air approximately 50 percent above the present limit. Recent experience 
indicates that the use of the free-jet technique in ram and turbojet engine br nes 
is an economical and practical means for obtaining information on inlet an 
engine-matching problems and generally simulating flight conditions without 
resorting to more expensive wind tunnels or flight tests. At supersonic air 
velocities the condensation of water vapor from the air occurs as it leaves the 
nozzle of the test facility. This phenomenon changes the air velocities around 
and in the engine inlets in an uncontrolled and impracticable fashion. Engine 
performance data taken under these conditions is unreliable. The requested 
increase in air-dryer capacity will make possible free-jet testing over the entire 
ange of the increased air capacity. 


8. Cost estimate 


Refrigeration equipment and drying tower____--------------------- $300, 000 
Electrical power-and wiring... 42, 


Dr. Drypren. We have recently been studying in the facilities 
there the powerplant for one of the very long-range missiles by a 
technique which simulates the entrance conditions around the en- 
trance to the motor as well as the internal flow. In these tests we 
have found that we can not quite match the flight conditions that are 
desired for this and other engines without additional capacity to take 
moisture from the air. 

Mr. Paruuies. For the benefit of the committee there is a chart 
showing this on page 133. 

Dr. Drypen. This facility, to which we wish to add additional 
air-drying equipment, is a facility which permits operation of the 
largest jet engines which are now being developed on the ground at 
pressures, temperatures, airflow 
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Mr. Puiturps. What is an air dryer? 


Dr. Drypen. It takes moisture from the air. It is a tower with 
racks, silica-gel or something which absorbs moisture. Some of you 
have probably bought dehumidifiers. 

a Puiuurps. I had one in the basement and didn’t spend that 
much, 

Dr. Dryven. You didn’t handle the quantities of air required by 


a jet 
Dr. Hunsaker. Same principle. 
AIR HEATER FOR ALTITUDE-TEST CHAMBERS 


Mr. Puiuurps. Also at Lewis $302,000 which I take it is shown on 
the picture at page 135. 

Dr. Drypen. Yes. This facility is used in connection with combus- 
tion studies. As the speed of aircraft and missiles gets higher 

Mr. Puriurps. You mean a study of the different types of fuel? 

Dr. Drypen. Not of the fuel specifically but of the burning process 
itself. This equipment will simulate the temperature conditions en- 
countered at very high-speed flight. It is to study the combustion 
process. I think you will see in the picture existing altitude test 
cells, big tanks where engines can be placed and where the temperature 
and pressure can be controlled to simulate very high altitudes and 
very high speeds. The combustion air heater we are requesting will 
improve our ability to match exactly the conditions of high-speed 
flight. This modernization process, through all of our laboratories, 
has been going on for many years. As the speed of aircraft and 
missiles constantly goes up, our facilities have to keep pace. We 
have to be continually increasing our ability to heat more air, dry 
more air, exhaust more air, and compress more air, etc. 


ROCKET ENGINE RESEARCH FACILITY 


Mr. Puruurps. The largest item that you ask for next year has to do 
with rocket engines, and apparently that is the creation of an entire 
new facility. y I right? 

Dr. Drypen. That is right. I don’t recall whether this came 
before the Appropriations Committee last year or not. 

Mr. Rornrock. It did not. 

Mr. Puiuurps. You are asking for two and a half million dollars. 
The description begins on page 136. 

Dr. Hunsaker. Off the record. 

(Discussion held off the record.) 

Dr. Drypen. I will tell you what this is related to. 

Mr. Puiturps. Is this a rocket missile or rocket propulsion? 

Dr. Drypen. Studying rocket engines with special fuels, in this 
case. 

Mr. Putuurrs. For human flight eventually? 

Dr. DrypEn. We are not making any prediction on that. At the 
moment there are under development very long-range missiles, and 
the weight of these missiles is very much face ent on the efficiency 
and effectiveness of the rocket motor which propels it. 

Mr. Puituips. You mean 1 have been so confined in your 
—e you are not reading the most recent crop of juvenile 

ooks? 


& 
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Dr. Dryven. This is an attempt to realistically attack some of 
these problems. You have a page open there to a diagram which is 
the essential point of the whole business. 

Mr. Puiuuips. If this is the first time this has been before us, has 
this been authorized by the legislative committee? 

Dr. Drypen. Authorizing legislation was presented to the legisla- 
tive committee this year. A of this 1955 program has been presented 
to the legislative committee in the same manner as has been customary 
in the past 3 years. 

Mr. Puruuirps. They have not acted on it? 

Dr. Dryprn. They have not acted upon it yet. 

Mr. Tuomas. Where will this be located? 

Dr. Drypen. Lewis Laboratory. 

Mr. Tuomas. At Cleveland? 

Dr. Drypen. Yes. 

Mr. THomas. Do you have room enough for it? 

Dr. Drypen. Yes. 

Mr. Tuomas. How big a building will it be? 

Dr. Drypen. Several small buildings. There is room for it. We 
have that back plot you are familiar with. 

Mr. THomas. You have been conducting this type of experiment 
for several years? 

Dr. DrypEn. On a small scale; yes. This is an attempt to evaluate 
and to work with the problems ob rocket motors on a scale which is 
still not the scale that would be used in a missile, but it is large enough 
to get—off the record. 

(Discussion held off the record.) 

Mr. Puiuurps. On page 138 you show the ground plan. In the 
little insert to the upper right part of the sketch it shows a 40-acre 
area which you intend to use for this. Is that the area which the 
os Cleveland gave you last year? 

r. Utmer. No, sir. The area they gave us is across the road. 
It is not shown on this plot at all. 

Dr. Vicrory. On the other side of the whole plot. It was about 
10 acres. 

Mr. Puiturrs. What was that used for or intended for? 

Dr. Vicrory. They asked us for safety reasons not to use part of 
our original site because of a certain runway glide path. To com- 
pensate us for not using a portion of our land they gave us 10 acres 
across the road. We have no plans at present for the use of that 
10 acres. 

Mr. Puiures. Gentlemen, it has been my thought that we probably 
will recess in another 25 or 30 minutes and immediately upon recon- 
vening, let us say at 1:15, we would, as we usually do, let the NACA 
show us anything they want regarding these models they have there, 
and anything else. 

I think now if you have any display in those cards which has to do 
with the material already testified to, you had better let us see them 
right now and then I will let the committee start asking questions. 


RESULTS OF SUPERSONIC RESEARCH 


Dr. Drypern. I would like to bring to the committee’s attention 
just one item here. The question always comes up as to what are 
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we getting for the money spent. I think the speed records of which 
I spoke gives you a sort of end product of many years of supersonic 
research. 

I thought it might be interesting to the committee to view this 
from the standpoint of our British friends. Here is the British mag- 
azine Flight for December 4, 1953. 

. Mr. Puaiturps. The British just grounded their jet commercials. 

Dr. Drypen. I will not read it all, but I have a copy I will leave 
with you. I will read a few extracts: 

On the middle page of this issue are collected broad details of American progress 
in supersonic research, and we believe that this evidence of the disquieting prac- 
tical lead which that country has built up will come as a shock to many, even those 
who have read of the developments month by month—— 

Mr. Paruures. What is meant by ‘that country’? 

Dr. Drypen. Our country; the United States. 
may well be astonished to see the sum total of the progress made. ‘There is no 
doubt that in the coming years aircraft, both military and civil, will travel faster 
and faster, beyond the speed of sound and above our atmosphere. The practical 
knowledge required to design the aircraft and their control systems and to build 
equip, and operate them successfully is being accumulated by America an 
scarcely at all by ourselves. Clearly any thought of resting on our laurels, and 
the industry holds a fair share of them at present, must be very quickly forgotten. 
Bold action and—let us face this also—heavy expenditure on research will alone 
keep this country among the leaders. Fortunately, expenditure in the British 
aircraft industry can fairly be regarded as a sound national investment. 


The British are not our primary competitors. I put this in the 
record to show the British view. 

In the article itself they conclude with the statement that— 
the Americans have a world monopoly in that they can design fighters for speeds 
exceeding Mach 2 with a firm hand, knowing most of the problems and solutions 
in advance, 

From our point of view that is a somewhat optimistic statement, 
but I bring this to your attention to show that something has been 
obtained for the money spent on research, and specifically on our 
research airplane program which they describe here. 

Mr. PuI.urps. Would it be in order to ask where our competitors 
are in this race? 

Dr. Dryppen. This we do not know because they do not write 
articles in magazines like this. 

Mr. Corron. Off the record. 

(Discussion held off the record.) 

Mr. Putuurps. Dr. Dryden has referred to the hearings before the 
Committee on Armed Services of the United States Senate in the 83d 
Congress, 1st session, on bill No. S. 1805. 

Dr. DrypEn. That bill was the authorizing bill for the construc- 
tion program last year. This was the hearing on that bill. 

Mr. Puiturrs. We would like the reference to it at this point. 
This afternoon we may ask you to come back and expand that 
subject a little bit. 

(The information requested is as follows:) 

National Advisory Committee for Aeronautics Construction Program, hearings 
before the Committee on Armed Services, United States Senate, 83d Congress, 
Ist Session, on S. 1805, a bill to promote the national defense by authorizing the 
eonstruction of aeronautical research facilities and the acquisition of land by the 
National Advisory Committee for Aeronautics necessary to the effective prose- 
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cution of aeronautical research, April 30, 1953. Printed for the use of the Com- 
mittee on Armed Services. 

Mr. Putuurps. Will you take up the charts now? 

Dr. Drypen. Is there anything else of a general nature? 


ROCKET ENGINE RESEARCH FACILITY, CLEVELAND, OHIO 


Dr. Hunsaker. We are speaking of this new rocket research 
facility in Cleveland. I think Mr. Thomas implied—is this the first 
step toward the next piece of it? I don’t think you got an entirely 
clear answer, Mr. Thomas. I personally do not foresee any further 
steps, I personally would like to see the really large-scaie rocket facili- 
ties for test and evaluation of weapons done by somebody else other 
than the NACA. When we get into really big ones I don’t believe 
Cleveland is the place to have it, because of the location, and I don’t 
think our research people should do that type of work. I think 
the Defense Department has its own plans for such work. 

Mr. Patuups. That being the case why do you start the facilities 
at Cleveland? Why don’t you start them some place else? 

Dr. Hunsaker. We want to start on a reasonable scale for research 
where we have the people and the brains. There are already from our 
past work very promising indications of different fuels that might be 
used. We want to see how they go. Then if we find something very 
promising we want to investigate all its properties, advantages, and 
otherwise, and then pass on the information to the Defense Depart- 
ment. 

Mr. Putiurrs. Then I foresee that 3 or 4 years from now you or 
someone else, or perhaps other Members of Congress, will insist that 
since we have already spent $2% million in Cleveland, and have all the 
equipment there and all the people there, we must necessarily spend 
an additional amount similar to that rather than take it elsewhere. 

Dr. Hunsaxer. I am sure somebody else will say that but I hope 
we are here to oppose it. 


QUESTION OF DUPLICATION OF WORK BY THE MILITARY AND NACA 


Mr. Tuomas. The doctor didn’t think it was a field that the NACA 
should get into. It is a field that the armed services should take over 
and eventually you look to the armed services to take it over. Is that 
correct? 

Dr. Hunsaxer, It is a military responsibility to test and evaluate 
the large military weapons—the full-sized great rockets. 

Mr. THomas. What are the plans of the Air Force this year with 
reference to consummating the thinking there? 

Dr. Drypren. The Air Force has at Edwards Air Force Base a very 
large rocket test facility. 

Mr. Tuomas. Wouldn’t it make sense over the long run to take 
this $2% million and give it to the Air Force and let them do the 
research? 

Dr. Hunsaker. I believe the research is our function. This is 
going to take research. We have to get new knowledge and new 
information that doesn’t exist. 

Mr. Rornrock. There is no facility, to the best of our knowledge, 
similar to this planned anywhere else to do the type of research 
Peg sogh in the handling of these special fuels and the measurements 
to be made on these special fuels. 


Mr. THomas. What you say contradicts what Dr. Hunsaker says. 
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Mr. Rorurock. We are in the research business and not in the de- 
Moma and testing business. I don’t think there is a contradiction 
here. In the same way it is not our business to test and evaluate 
complete jet engines. 

Mr. Corron. Where does research stop and testing start? How 
can you do research without testing? 

Dr. Hunsaker. We can do research with elements of the completed 


r. Corron. You mean a miniature? 

Dr. Hunsaker. That is right, and then we can go a little further 
and see if there is a scale effect and what it is. 

Mr. Tuomas. The purpose of this money is for research. You will 
test different sized rocket engines. Now you are doing the same 
thing with tiny ones. 

Dr. Victory. We do not design nor build aircraft nor engines. We 
do conduct research on elements of aircraft and elements of engines. 
That information is given to the military and to the industry so that 
they may decide what to build with some degree of confidence as 
reflected in this British magazine article. 

Puituirs. By elements you mean the material, the stress, the 
uel? 

Dr. Vicrory. Yes. 

Dr. Hunsaker. Research men want to take everything apart, put 
it”together. 

Mr. Awprews. Do you have complete planes? 

Dr. Hunsaxer. Yes. We do flight testing on complete planes. 

* Mr. Anprews. Who furnishes them? 

* Dr. Hunsaker. We usually borrow them from the Defense Depart- 
ment and the flight test is a program to investigate some peculiarity. 
It may be a question of automatic stability, or it might be a question 
of what are the air pressures on rudders under certain violent ma- 
neuvers. 

Mr. Anprews. Can you do any work at this plant that can’t be 
done at Tullahoma? 

Dr. Drypren. Yes. The Air Force facilities at Tullahoma are part 
of a”unitary plan between the Defense Department and the NACA. 
The NACA unitary equipment in the photograph is aimed at the prob- 
lems of supersonic airplanes flying in the speed range up to 3% times 
the speed of sound. 

Mr. AnprEws. What is the difference, if any, between this plant 
and the one at Tullahoma? 

Dr. Drypen. Tullahoma has a facility where a full-scale engine can 
be placed and operated. Tullahoma also has a large facility, for 
evaluating missiles at speeds up above a maximum Mach number of 5. 

Mr. Anprews. I would like to know, Doctor, if you can do any 
testing or research work at this plant when it is completed that cannot 
be done at Tullahoma? 

Dr. Drypen. Yes. 

Mr. AnprEws. What? ) 

Dr. Drypen. Aerodynamic research on the elements of supersonic 
airplanes and models of supersonic airplanes. 

Mr. Puturrs. If you set this up at a cost of $244 million, and all of 
us on both sides of this table have no idea that $2 million will end the 
cost of this because of natural progress where you will have more 
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investigating to do and more facilities, just as you couldn’t have 
foretold when you came up for wind tunnels that you would ask for 
this a few years later, you are going little by little to increase the 
investment in experimental work at Lewis. Meantime you will be 
doing practical testing of the airplane as a whole. That has to be 
done somewhere else. It seems to the committee, to several members 
at least by their questions, that what arises is whether we are making 
an investment at Cleveland which should be made somewhere else or 
whether we are starting experimental work at Cleveland which should 
or could be done at some of the other facilities for which we have 
poe as high as 20 or 40 times what you are proposing to spend up 
ere. 

Dr. Hunsaker. I would like to make it clear that this is not a 
facility which can be put anywhere and get the same results. Re- 
search facilities must be tied into a research organization. 

Mr. Puiturps. That would be a good question. Why do you pick 
out Cleveland as compared to the peninsula? 

Dr. Drypen. All our propulsion work is done there. People 
familiar with propulsion problems are on the staff at Cleveland. 
We don’t have those people at the Langley or Ames Laboratories. 
aot Hunsaker. We have the chemists and metallurgists at Cleve- 
and. 

Dr. DrypreNn. Chemists and supporting staff, experts in other fields. 

Dr. Vicrory. This research facility we are requesting is a complete 
unit in itself. When you speak of the development and proof testing 
of complete rockets and facilities for that work, there would be no 
reason for rebuilding this research facility where that work is done. 

Dr. Drypven. There is no reason for putting a development facility 
at Cleveland because that is not our business. 

Dr. Hunsaker. Edwards in the desert is the place for that. 

Mr. Puriures. It would seem so. Do you have any more that you 
want to indicate to us? 

Off the record. 

(Discussion held off the record.) 

Mr. Parutrs. We will recess now and reconvene at 1:15. 

(After recess. ) 

Mr. Puiturps. We left at recess time with the suggestion to the 
NACA that when we came back you would give us a preview of the 
work you are doing and some comments upon it and whatever display 
Mt wanted in those charts, which is always extremely interesting to us. 

owever, before we do that, now that the chairman of the full com- 
mittee, Mr. Taber, is here I want to come back to this matter of the 
request for $2.5 million for the development of a rocket experimental 

lant at the Lewis Laboratory at Cleveland. I think we are still a 
ittle cloudy—at least | am in my own mind—about it, as to the fact 
it is not yet authorized. That is a routine practice, but it is not yet 
authorized. And the fact it is being put at Cleveland where, in your 
own statement, there is no development possibility for rocket flight or 
rocket testing. And particularly in the minds of some members of this 
committee, as the inquiry showed, the principal thing is that we are 
spending so much money, especially for the Air Force, and here we come 
up and start a new expenditure program on what appears to several of 
us on the committee to be a duplication of their work. 
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I think if you will go back over that a little bit so that Mr. Taber 
will get an idea as to what is in your mind, then we will be in a little 
better position to ceoeen you. 

Dr. Hunsaker. Historically the use of rockets in aeronautics is a 
postwar development and started with the Germans, as we know, in 
the war. Our 7 took it on after the war, so that there has been 
a very substantial scramble, almost too rapid, in this country to 
catch up. 

Mr. eee The German experiment was an explosive rocket, 
that is, a destructive rocket. Is your work at Cleveland to be confined 
to that type of rocket? 

Dr. Hunsaker. No. 

Mr. Putuires. Or what is spoken of as passenger rockets? 

Dr. Hunsakxer. No; not German rockets. Of course rockets are 
old, as old as the Star Spangled Banner, “the rockets’ red glare.” 
Rocket means a method of propulsion. You can equip something 
with a rocket which may carry an explosive charge, like the German 
rockets that were launched from France against London. You call 
that an explosive rocket, because it contained an explosive that went 
off when it landed. But the thing that propelled it was rocket 
propulsion. 

ow we in this country have taken that lesson very much to heart; 
because if the Germans could produce such a terrible amount of suffer- 
ing with a pretty crude type of rocket, there must be something more 
in the woods that had better be explored. So we in NACA began to 
study the kind of fuels that might be used to propel rockets. The 
Air Force and the Navy got busy with experimental rockets to try 
out and see how they would work with existing fuels; the Arm 
Ordnance got busy with their rocket development; and Naval Ord- 
nance. All of those developments to try to do things ran somewhat 
ahead of the research and understanding of what ought to be tried— 
what were the most promising lines of development. 

We in NACA are responsible for giving them good advice as to what 
lines of development they should undertake with their colossal invest- 
ments; but they could not wait until all possible questions had been 
answered by research. If so, they would be still waiting. 

Mr. Puitures. Where have you been doing your experimenting up 
to now? 

Dr. Hunsaxer. We have been doing our experimenting on a small 
scale in connection with the research group at Cleveland. We have 
facilities to try some of those new fuels on a very small scale. Some 
of the work has been done at MIT and at other universities. 

Mr. Rorurock. This is our current rocket facility in this area 
[indicating]. We work mostly on rockets of about 500 to 1,000 

unds thrust. That is quite small. We feel we should go to the 

arger thrusts as described in this project. But it is in the interest 
of research information on the rocket and not the development of the 
actual airplane or missile. 

Mr. Parties. Where are you putting the new laboratory? 

Mr. Rorurock. Over in this area [indicating]. 

Mr. Puitups. I want to get on with this matter of money pre- 
Maing spent for what seems to us a similar development of the Air 

orce. 
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Dr. Hunsaxker. I think there is some confusion between the word 
“development” and the word “research.’”’ The Defense Department 
is doing development and testing and evaluation on a grand scale; 
we are doing research, studying the nature of chemical reactions, 
pressures and temperatures developed, the nature of the gas flow 
that comes out at the nozzle, or that can come out of the nozzle 
without melting it. 

Mr. Purures. Is that a built up area? 

Mr. Roturock. No. 

Dr. Hunsaker. It is adjacent to park land. Our staff works mostly 
with piping and tunnels. We are not shooting rockets up in the air. 
We want to hold them and let the rocket fuel burn inside of the rocket 
and measure what goes on and give that to the Defense Department. 
So we do not intend to develop this facility into any rocket testing 
facility. That is something for the Defense Department to do. That 
is something they do out on the desert. 

So when you say we are working on rockets and the Defense Depart- 
ment is working on rockets, it seems in English that everybody is 
working on rockets and it is a duplication. It is all a part of the 
national program to study rockets and what to do with them. We 
are research men and a small part, a rather initial part and guidin 

art. We want to be quite scrupulous that we never get senieed 

eyond that part. 
he next question is why have it in Cleveland. In Cleveland we 
have a magnificent organization with all of the specialists we need. 
So it is logical for us to put this facility where we have the best men 
and research teams and where we have been studying fuels and 
combustion methods. That is the reason for putting it there. 

If there came a time when the research man’s techniques and instru- 
ments are desired in connection with some full-scale testing, we will 
have to lend some of our experts and instrumentation to go out in 
the desert where the Defense Department is going to fire one of these 
rockets, but we have no intention of doing any such thing at Cleveland. 

The next step is why do we think the time has come now, or we 
thought so 2 years ago—we are 2 years behind—to move up the scale 
of our research at Glerdand. It is trying to keep up with the state 
of this art. We can study the possibilities of certain new fuels in the 
so-called microrocket, but we are without knowledge and can give no 
advice on what the scale effect is; if a fuel works on a small model 
nozzle for a rocket nozzle, will it work on something bigger? We do 
not know. 

Mr. Puitiirs. But a couple of years ago you wanted to expend 
$8 million. 

Dr. Hunsaker. Yes. 

Mr. Puitures. And the Bureau of the Budget and you decided this 
year you only have to spend $2.5 million. 

Dr. Hunsaxer. It shows the advantage of taking another think, 
I will admit. 

Mr. Puiturps. But what assurance has this committee we are not 
just making a down a ye on $8 million at a location that might 
not be the most desirable? 

Dr. Hunsaker. I wish we had not mentioned the $8 million figure, 
which never reached you officially. 


620 


Dr. Drypen. We stand on the record. Four years ago you gave us 
$75 million to build three facilities. We are building those three 
facilities within that amount. We tell you this new unit can be built 
for $2.5 million and is not something which requires us to come in for 
more money to get a working laboratory. 

Mr. Puriiups. Are there any questions? 

Mr. Taper. Are there specific types of projectiles you are working 
on? 

Dr. Hunsaker. We are working more on specific types of combina- 
tions of fuels which might go into different kinds of rockets which 
somebody in the future may design as a means of bringing down enemy 
bombers, or to fire over a long distance to land on enemy installations, 
armies, or whatever the targets may be. We are not in the business 
of designing specific weapons; we are helping the designers of future 
weapons. 

Mr. Puituips. Not even the outside casing, that is, from the stand- 
point of its wind resistance? 

Dr. Hunsaker. Yes; some research will have to do with how yoi 
hold it so as to keep it from going off in your face, the pressures anc. 
temperatures developed, and the shapes. 

Dr. Drypen. Perhaps what Mr. Taber has in mind is that we do 
a certain amount of work directly for the Air Force and the Navy on 
specific missile problems. For example, at Cleveland, we have a 

owerplant that is going into one of the very long range missiles. 

his does not happen to be a rocket powerplant; this is a ram jet 

owerplant. In this case we have the only facilities that are operating 
in the country that can simulate conditions under which this power- 
plant will operate. We are, at the specific and direct request of 
the Air Force, doing some work on a specific engine which a company 
is developing for the military, and for another company that is building 
the projectile itself. We do a certain amount of specific aerodynamic 
testing in addition to our general research program. 

Mr. Taser. Does that mean all of the propulsion setup is being 
done by you for the Air Force; that they are not doing that same 
thing themselves? 

Dr. Hunsaker. On the research side we do it for them. 

Mr. Taser. Even on propulsion? 

Dr. Hunsaker. Propulsion of rockets and airplanes; anything 
that has a propulsion problem. 

Mr. Taser. You do research. 

Dr. Hunsaker. We do research for the Government. _. 

Dr. Drypen. I think our later presentation will make a little 
clearer exactly what we do on propulsion that fits in with what the 
military and industry does. 

Dr. Hunsaxer. I might say a little more in answer to Mr. Phillips’ 
question. 

The capital expenditure on rocket developments has a bearing on 
the research expenditures we are faced with. In developing sobleets 
in the next few years, hundreds of millions of dollars will be expended. 
If we can save a few mistakes by having research out in front, the 
saving might be enormous; because if you go ahead and build the 
rocket without the research background and then take it out on the 
desert and fire it, that is the most extravagant way of all and the 
most dangerous. 
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Mr. Tuomas. Getting back to the question of duplication, my 
memory is beginning to flag. What did you do in the way of an 
installation out at the Edwards Air Force Base a couple of years ago? 

Dr. Drypen. We have a hangar at the Edwards Air Force Base. 

Mr. THomas. What else besides the hangar? 

Dr. Drypen. That is all. 

Dr. Hunsaker. We have the people and instruments, about 230 
employees. 

Mr. Tuomas. There is certainly more than a hangar there if you 
have 200 people. What was that expenditure? 

Dr. Drypen. $4.5 million. We are building a flight research 
laboratory which includes a hangar, engineering offices, a warehouse, 
and a stockroom. 

Mr. THomas. What are we doing out there? 

(Discussion off the record.) 

Dr. Drypen. We conduct research on very high-speed aircraft. 
We study their stability and the control problems. I will tell you 
about that off the record. 

(Discussion off the record.) 

Mr. Tuomas. Who designed those particular planes? 

Dr. Drypen. The decision to design those airplanes was made 
jointly by the NACA, the Air Force, and the Navy. The airplanes 
were purchased by the military. They were operated for a very 
short time by the military and then turned over to us for this research 
operation. Even before they were turned over to us, we were asked 
by the Air Force to install certain instrumentation in the airplane 
and to work up and analyze the measurements made during explora- 


tory Sights, as well as during the later research investigation. 


Mr. ‘Tomas. What is the nature of the Air Force work in conjunc- 
tion with yours? You say you asked them to install certain 
instruments. Are they in the research business too? 

Dr. Drypen. They asked us to install certain instruments. 

Mr. Tuomas. I thought you said you asked them. 

Dr. Drypen. No; they asked us to install the instrumentation. 

Mr. Tuomas. The NACA was acting in conjunction with the Air 
Force in the original design of this plane. 

Dr. Dryven. That is nght. 

Mr. Tuomas. This is purely a pilot model and now you are called 
in, through your facilities at that base to go ahead and get the bugs 
out of their stuff? 

Dr. Drypen. No; it is a little different. These are not practical 
military airplanes; they are simply for the purpose of getting design 
information. We are experts on measurement; they are the experts 
on and flying. 

Mr. Crowtey. | should say there are 8 different types of these 
airplanes; there are 8 different research airplanes, of different size and 
capabilities as regards speed and configuration now at the Edwards 
NACA Flight Station. 

Mr. Krueger. What is the use of all of this speed if it is so fast 
that it may be uncontrollable? 

Dr. Drypen. You may remember our pilots in Korea were very 
unhappy because of the very slight margim in the top speed of the 
MIG airplanes. Our designers compromised and put in other quali- 
ties which enabled us to bring the MIGs down at the rate of 12 to 1, 
but still the pilots were unhappy because of a little difference in speed. 

41872—54—pt. 
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Dr. Drypren. That would be the wrong kind of airplane. We are 
not building military airplanes which lose control at high speed. 

Mr. Corton. I guess I understand, but I am not quite sure, because 
it seems to me what you were saying just now in response to Mr. 
Thomas’ question was exactly the opposite of what you told us this 
morning. 

This morning you emphasized, when we were trying to find out 
where you left off and the military began, and vice versa, that you did 
things in research; that your experiments in connection with research 
were in the contour and elements; that you did not build any airplanes, 
and I understand you did not build this one. 

Dr. Drypren. We did not build this one. 

Mr. Corron. But your experiments figured in the production of the 
airplane, or what do you call the model. 

Dr. Hunsaker. The prototype. 

Mr. Corron. That is what you stated this morning, and now ap- 
parently it is not so. I am just a little confused. 

Dr. Hunsaker. We were talking this morning about the evaluation 
function of the military. What they want to do with this prototype 
is a military decision. We are now talking about the use of a research 
airplane as a research tool to discover whether there is a problem 
with it: control at top speed. 

(Discussion off the record.) 

Dr. Drypen. That is it. 

Mr. Puiiurps. But that in a sense is duplication; their $3 million 
is duplication. 

Dr. Hunsaker. There is not any legalistic distinction between 
research and development in the way we practical men do it. The 
President appointed General Putt and General Craigie as two mem- 
bers of the NACA. What the NACA is to do is agreeable to General 
Putt; what the Air Force does is agreeable to the NACA; so that the 
little bit done in the military instead of being a duplication is a 
supplement, is part of the-whole national program, is the part they 
can do best, and what is left for the NACA is what the NACA can 
do best. And who does what on specific things is pretty much a 
matter of decision and judgment. 

Mr. THomas. What facilities, if any, does the NACA have at 
Tullahoma? 

Dr. Drypen. None. That is an Air Force base. 

Mr. Tuomas. So is Edwards. 

Dr. Drypen. Yes, and so is Langley. But we have no facilities 
at Tullahoma. 

Mr. Tuomas. Do you have any liaison with Tullahoma, or do you 
have any men stationed there? 

Dr. Hunsaxer. Not yet. We feel in the future, when they are 
oing, we might be justified in keeping a liaison engineer with them; 
ut as of now there are not any. 

Dr. Drypen. We have certain people going back and forth advising 

them on technical details at Tullahoma. 

Mr. Tuomas. It looks to me like they would be calling, particularly 
at this stage of the game, upon your scientific skills pretty heavily 
and leading to the advantage of both. 

Dr. Drypen. They have over the past 4 years. We have also 
trained a few people for them. 
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Mr. Tuomas. How extensively have you enlarged your mailing 
list of your scientific information? Do you send it to friendly foreign 
countries? 

2 Dr. Drypen. The only interchange is the interchange with Great 
ritain. 

Mr. Tuomas. Do you send any to the Germans? 

Dr. Drypren. No. 

Dr. Hunsaker. You are speaking of classified information? 

Mr. Tuomas. I do not know what type it is. 

(Discussion off the record.) 

a. Puituirs. Now suppose you show us what you have in the 
charts. 


CONTRIBUTION OF NACA IN AIRCRAFT DESIGN PROBLEMS 


Mr. Assorr. As you know, we make two general types of contribu- 
tion to the solution of aircraft design problems. The first type is the 
provision of general research information which shows the possibility 
of making aircraft with improved performance and which also indi- 
cates, in a general way, the features which those aircraft ought to 
have in order to do what they are supposed to do. 

The second contribution takes place after the airplane is well along 
in its design. We are frequently requested by the military services 
to make development tests to determine in detail the exact configura- 
tion, the changes that have to be made in the design to make a suc- 
cessful aircraft. 

All this time we are not designing the airplane; the airplane is de- 
signed by the company concerned, under the general supervision of 
the Air Force, or Navy, as the case may be. 

I think a good illustration is the Super Saber airplane, the F—100 
which I think you are all familiar with and which is a direct successor 
of the F-86. Both airplanes were designed by the same company— 
North American Aviation. 

This [indicating] Super Saber looks very much like the older Saber. 
One of the obvious differences is that the F-100 is larger. These two 
models [exhibiting] are made to the same scale. And it has a larger 
engine. This is our first operational supersonic fighting airplane and 
even if it were possible—— 

Mr. Puituips. The F-100 is what; what do you call it? 

Mr. Assortt. We call them fighters. If it were possible, which it is 
not, to put this bigger engine in this smaller airplane, this bigger 
engine would not drive the smaller airplane very much faster. The 
speed would only go up a very, very small amount. 

The reason for that may not be obvious from the general configura- 
tion. The point I am trying to get at is that those aerodynamic 
refinements are getting subtle; but, as they get subtle they are no less 
important than they were; in fact, they are much more important. 

The wing of the F100 is swept back more sharply than the wing of 
the F86. I think you may notice this wing is relatively thinner 5 Oey 
the wing of the F86. The fuselage is not only shaped differently, 
but presents very much less resistance to the wind. In the same way, 
the tail surfaces are swept back more sharply and are thinner. There 
are other differences, also. The horizontal tail surface of this air- 
plane is low; the tail is actually below the wing, whereas on the F86 
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it is above the wing. The ailerons on this airplane are not in the 


conventional place near the wing tips. The ailerons are the surfaces 
that control the roll of the airplane. In this airplane the ailerons are 
located inboard. It has no flaps. Both airplanes have leading edge 
slats. They look very much the same, but are different in their 
aerodynamic performance. 

Mr. Puaruuips. Is all of that a result of your experimental work? 

Mr. Assorr. Every one of these features developed in some respect 
from the research of the NACA. 

The net result of all those things is a most highly developed airplane. 
The F86 is capable of high subsonic speeds; the F100 has reached the 
announced supersonic speed of 820 miles an hour at 35,000 feet in 
level flight. Thus, very large differences in performance result from 
small changes and it is a better airplane in other respects, too. 

As I said, power alone could not push this airplane of older design 
very much faster. The preliminary design of the F100 was laid down 
by the North American Co. in the late summer and fall of 1950, and 
during this period North American engineers visited our laboratories 
to discuss our latest research results. Some of the latest research 
results were incorporated. The wing of this airplane is very much 
like one of a series of wings which we tested and for which the data 
were reported in 1947 to 1950. 

Take another feature, the inboard ailerons: Inboard ailerons were 
investigated by us on this same general type of wing during that 

ctietal period and the results were reported in 1949 and 1950. The 
ow tail position was also investigated as part of our general research 
program through the general period of 1947 to 1949. All these data. 
were available to the North American Co. at the time they designed 
this airplane. 

(Discussion off the record.) 

Mr. Ansorr. Consultations with both the Air Force and the North 
American Co. continued until December 1951, when the Air Force 
asked us to undertake certain development tests in connection with 
the airplane. 

The two points I would like to make about this research, are: First, 
that it had been done, so that this information was available to the 
Air Force and North American Co., and, secondly that it had just 
been done in time. They were treading right on our heels. 

Then the design was pretty well fixed, but a lot of details had to be 
taken care of and a great deal more detailed information was needed, 


and we undertook to get this detailed information at the request of 


the Air Force and did this work during 1952 and 1953. 

We made tests of models of this airplane by the rocket-propelled 
model technique at Wallops Island, where we could measure the 
characteristics in free flight through the transonic and supersonic 
speed ranges. We also made tests in the 6 by 6 foot supersonic wind 


tunnel at Ames, and also in the 16-foot transonic wind tunnel at. 


Langley. 

The features we studied included the high-speed performance and 
stability, the aerodynamic loads on the structure, and flutter, par- 
ticularly in regard to the wing. This word “flutter” may not be 
familiar to you. If we consider a wing with a certain stiffness, as it 
goes faster and faster, it will usually reach some speed at which it will 
start to flutter, much i 


ike a flag in a strong wind. When that happens. 
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it is catastrophic. Flutter must be prevented. We also investigated 
the buffeting characteristics particularly with regard to the tail. 
The word buffeting is really descriptive. It is a succession of more or 
less sudden shocks on the airplane that may be dangerous to the 
structure. It is uncomfortable, to say the least, to the pilot and, of 
course, makes an airplane unsuitable as a fighting airplane because the 
guns could not be aimed properly. Models of. 

Mr. Tuomas. What part of your activities, if any, are devoted to 
the development of subsonic planes, power, and fuel? 

F Mr. Assorr. A very small percentage. I don’t have the exact 
gure. 
Mr. Tuomas. What is very small? 

Mr. Assort. I should say 5 percent. 

Mr. Tuomas. What are they doing, this 5 percent? 

Mr. Assorr. A certain amount of work is going on with regard to 
helicopters, convertiplanes, that is airplanes which have the capability 
of taking off vertically and still flying at fairly high speed. Also a 
small amount of work with regard to transport airplanes which are 
still subsonic; 5 percent would be a guess on my part. 

Dr. Drypen. We can provide that for the record. 

Mr. Tuomas. You are not spending any of your time, funds or your 
scientifie talent out there on old prop engines and present-day planes? 

Dr. Drypen. No work at all on reciprocating engines. We still 
have some work on propellors for the very high speeds, turbine pro- 
pellor engines. We have some work on the safety problems of aircraft 
operation, matters of gust loads, of fires and airplane crashes. There 
is a small effort in problems relating to operation of aircraft. 

Mr. Tuomas. The entire total of your activities is less than 5 
percent? 

Dr. Dryprn. I would like to furnish that for the record. We 
have that breakdown but I didn’t bring it. 

Mr. Assorr. That is a guess. 

Mr. Tuomas. Is that approximately correct, 5 percent, sir? 

Dr. Drypen. Yes, sir. 

Mr. Txomas. Go ahead. 

Mr. Apssort. I might say in connection with that same question 
that we of course do some work on the low speed characteristics of 
supersonic and transsonic airplanes. That is a separate problem. 

r. Puiturps. You have a series of designs of wing and fuselage 
configurations. You can move rapidly over the detailed information 
you have there. 

Mr. Apsort. All right. I show this chart to indicate some of the 
types of research we have done between the time we did the research 
which led to the F-100 and the present day. The results of these 
research programs are going into new airplanes. The one I want to 
talk about here is a new Navy fighter. This airplane now is in the 


design stage. 

(Discussion off the record.) 

Mr. Arrorr. This airplane which I have shown here incorporates 
many features resulting from NACA research. You will notice the 
similar wing plan forms. These things marked “chord extensions,” 
are jogs in the leading edge of the wing, and again the low horizontal 
tail position is shown. The basic design features of this airplane are 
based on the results of NACA research which was completed in the 
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nick of time. We are now engaged at the request of the Navy in 
making some development tests for this airplane. We are makin 
tests on it in the transonic wind tunnels at Langley and at Ames, a 
by means of rocket-propelled models. 

We can go now to the F4D airplane. This airplane was designed 
about 1948. As you know it is a Navy carrier-based airplane which 
holds the FAI world speed record of something over 750 miles an hour 
at sea level, a very notable achievement for a carrier based airplane. 

Mr. Puiturs. You stated in reply to Mr. Thomas’ question that 
you were not spending more than 5 percent on the conventional or 
so-called old-fashioned planes. Are you doing anything with heli- 
copters? 

Dr. Drypen. Two percent of our effort. 

Mr. Assorr. The Navy is interested in an advanced version of 
this airplane and I have shown the picture of the orignial design on 
this chart, and the advanced design. I think it is somewhat difficult 
to see the difference in a drawing of this type. 

(Discussion off the record.) 

Mr. Puruurps. I cannot make this model look anything like the 
Senne It looks as if you had a big swooping body underneath it 
there. 

Mr. Assorr. That is the wing on your side. These drawings are 
not very good. 

Mr. Putuurps. What is that line which separates the wing? 

Mr. Assorr. I suspect that line shouldn’t be there. It represents 
the place where the fairing blends into the wing. 

Mr. Puruirps. Confusing, if you cannot draw a picture of your own 
airplane. 

Mr. Axsporr. It is not easy for the people who make these charts. 
This line where the wing intersects the fairing is the line shown on 
the drawing. It does not appear as a sharp line on the model. The 
picture would have to be shaded to show it properly. 

Mr. Putuures. Go ahead. 

Mr. Assorr. There are few apparent differences in the shapes of 
these two airplanes. 

While all this other work was going on we succeeded in getting a 
little research time in the transonic wind tunnels in spite of the pressure 
that was placed on us to provide the detailed design information 
needed for the present crop of airplanes. 

Mr. Puruitrs. What you are trying to bring out by the chart you 
have up there now is this simple picture that by a very slight change 
in the design you have increased—— 

Mr. Assorr. The speed of it. 

(Discussion off the record.) 

Mr. Aszorrt. The reason this could be done is because during this 
period we did get some research time in the transonic tunnels with 
considerable difficulty because of the pressure of work on these other 
designs. During this period we made some rather significant dis- 
coveries about drag in the transonic speed range which I think will 
ae very far-reaching influences on the design of airplanes in the 
uture. 

Mr. THomas. What about the fuel consumption for that added 
speed? What period of time can you sustain that increased speed 
now? 
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Mr. Assorrt. I don’t recall what the design figure is as to endurance. 
The same engine burns essentially the same fuel whether traveling 
at the low speed or high speed. 

Mr. Tuomas. Essentially same amount of fuel? 

Mr. Assorr. Yes. That is per minute, but not per mile. Less 
fuel per mile. 

Mr. Puiuurpes. Since we interrupted this for the subject of fuel, 
this committee has a notation taken from the budget that the Army 
also has a program of research on fuels and propellants amounting 
to $4,600,000 in fiscal 1954 and is asking for $4,300,000 for fiscal 1955. 

Dr. Drypen. Airplanes? 

Mr. Puituips. Apparently so. 

Dr. Dryven. I don’t think so. Army or Air Forces? 

Mr. Puiuures. Army. 

Mr. Rornrock. Air Force fuels? 

Mr. Puiuuirs. What other kinds? 

Mr. Rorurocr. Tanks, automobiles. 

Mr. Puiturps. They are completely separate type? 

Dr. Drypen. Different animal. 

Mr. Rorurock. When we get into the wide field of fuels there are 
problems such as durability under storage, will the fuels corrode the 
objects in which they are used, cold weather starting characteristics 
of land craft, and many other problems that the NACA does not 
work on. In the field of rockets the Army research is on solid fuel 
rockets. The NACA does not do research on solid fuel rockets which 
are quite different from the liquid fuel rockets on which we work. 

Mr. Puiuuips. Proceed. 

Mr. Assorr. That was the end of my discussion. I want to say 
that these new research results are promising very large things which 
are already showing up here. 

Mr. Puiuures. That is very obvious from your talk. 

Mr. Assorr. They promise to change the whole design picture for 
supersonic airplanes. 

(Discussion off the record.) 

Mr. Puiturrs. But to do that you have to increase the carrying 
capacity and thus the weight carrying 

Mr. Assotr. No. To do that we have to get research results out 
of the wind tunnels and find out how to do it with the same carrying 
capacity. 

(Discussion off the record.) 

Mr. Puruurrs. This is an extremely interesting subject to the 
committee, Dr. Dryden. ‘This is the sort of return we get on all this 
money we give you from year to year. 

Now [pomting] here you have something that works and here you 
have a picture. 

DISCUSSION ON THE JET ENGINE 


Mr. Rorurock. Here is a model of a jet engine and here is a 
diagrammatic sketch of a jet engine. I will discuss some of our 
research on the jet engine. Basically the engine works by compressing 
air in the compressor, adding and burning the fuel in the combustion 
chamber, the gases are accelerated and come out the end of the engine. 
This acceleration of the gases produces the foree—that is, thrust— 
that pushes the airplane forward. There are two performance 
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characteristics in which we have a major interest. The first is the 
weight of engine for each pound of thrust. We are allowed so much 
weight in the airplane for the engine and fuel. Obviously the more 
the engine weighs the less fuel we can carry. 

M That isa formula? You say you are allowed so much 
weight. 

r. Rornrock. For each type of airplane there is an approximate 
figure we can use. That in general is true of our supersonic fighters 
which we are currently building. 

Mr. Puiuurps. Are ~ attempting to maintain that figure or are 
you attempting to make it less? 

Mr. Rorurock. We would like to have it less. 

Mr. Puiuures. All right. Proceed. 

Mr. Rorurock. In any case there is always a certain weight that 
is fuel-plus engine. The lighter the engine the more of this weight that 
can be in fuel. 

The second characteristic is the engine efficiency. The more efficient 
os engine, the farther each pound or gallon of fu 1 will take the air- 
plane. 

Mr. Putuures. Let me ask a layman’s question. As you produce 
this high speed and therefore the consumption of fuel, are we naturally 
going to get detachable tanks? 

r. Rornrock. For maximum range; yes. Just from the fact that 
after the tank is empty there is no use carrying it. 

Mr. Puiurps. That is for long-distance flights? 

Mr. Rorurock. Yes; but particularly with fighters. 

Mr. Puiuurrs. Your problem is with fighter aircraft? 

Mr. Rorurock. Yes. 

Mr. Puutures. All right. 

Mr. Rornrock. The thrust we get out of a given weight of engine 
is dependent on two things—the amount of air we can get through the 
engine, and the temperature to which we burn the air. If we burn 
all the air in the engine this temperature would be about 3,500° F. 
We want to burn as much air in the combustion chamber before the 
turbine as possible because that is the most efficient place to burn 
it. We cannot run present turbine blades above about 1,500° F. 
In reaching this temprature we burn less than one-half the air going 
through the engine. We can burn the rest of the air in the afterburner 
mounted aft of the turbine. There are no moving parts here and we 
can go to a higher temperature. 

The first thing we had to do was to learn how to do this. Burning 
air and fuel back here is something like keeping a bonfire going on 
Mount Everest in a 300 mile an hour gale. 

If we don’t use this so-called afterburner on the engine, each pound 
of thrust requires a little better than one pound of engine under the 
supersonic flight conditions considered, but for each pound of thrust 
poomunes we are only allowed in our aircraft 1 pound for engine plus 

uel, so boviously we don’t have a flyable aircraft. Again this is under 
supersonic conditions. 

If we do develop the after-burner so we can burn the fuel back here 
we now produce | pound of thrust for appreciably less than a pound 
of engine weight as shown here [pointing]. 

Mr. Purturs. Bring me up to date on this. Are you talking about 
something you are doing or hope to do? 


Mr. Rorurocx. This is something we have accomplished. 

Mr. Puturps. It has been? 

Mr. Rorurock. This is an example of a job we have accomplished. 
By supplying industry with the necessary engineering information 
we have made it possible for the aircraft engine builders to design and 
construct workable after-burners of high efficiency and that reduced 
o engine weight under supersonic flight conditions from this figure to 


We can increase the power or thrust output of the engine and so 
further decrease that weight figure by getting more air through the 
engine. We will do that by aerodynamic research on these compressor 
blades. We have some of the same problems here that we have 
with the wings of the airplane. Obviously the simplest way to do 
it is to turn the compressor faster. Eventually we get to the point 
where these blades are traveling above the speed of sound. 

Mr. Puiiuirs. What have you done to friction in the meantime? 

Mr. Rorgrock. The friction losses are quite small. The develop- 
ment that already has been done on this subsonic compressor will 
further reduce the engine weight from this figure to this [pointing]. 
In — words, it will increase the airflow through the engine that 
much. 

These engines I have listed as 1953 engines are those that are now 
going into production, the J—57, J-73, J-71, J-65 and so on. The 
1956 engines are those now on the design board or in the experimental 
shops. To further increase the airflow through the engine we must 
turn the compressor blades at velocities faster than the speed of sound. 
We have been working actively on that at the Lewis Laboratory for 
the last several years. We are at the point where industry now has 
the information to begin to apply the research data. Industry is 
working closely with us through visits between staffs to apply this 
knowledge to the compressor so we can approach this higher figure of 
airflow [pointing]. 

That means this: Beginning with the 1953 engine through the use 
of the afterburner we can carry this much fuel. ith the engine using 
the advanced compressor we will be able to carry this much. In 
other words, we will increase the range of our fighter planes of the 
order of this much [pointing]. That is an example of a job on which 
we have supplied the information to industry so they are using it on 
current engines, and a job on which industry will be able to apply the 
information on their newer engines. 

I will discuss a third job on which we are working but on which we 
do not have sufficient information as yet for industry to apply it. 

Mr. Patuurps. You are getting me confused there. Does the appli- 
cation of the afterburner produce principally an increase in speed or 
distance? 

Mr. Rorurock. Speed. 

Mr. Taper. Produces more power? 

Mr. Rornrock. More power for the same weight. 

Mr. Puriuips. Could it be applied to an increase in distance? 

Mr. Rornrock. To the extent it allows you to carry more fuel. 
When we put on the afterburner we decreased the engine efficiency. 
The engine was too heavy to fly without it, so, without it made no 
difference what the efficiency was. When we put it on, the engine is 
light enough to fly but the efficiency has dropped. To get back that 


efficiency, instead of burning some of the air in the afterburner we 
must burn this air ahead of the turbine. 

Mr. THomas. What does that engine weigh? 

Mr. Rorurock. This engine produces about 1,000 pounds thrust. 
As a flyable engine it would weigh about 450 pounds. At the velocity 
of sound it would produce 2,000 horsepower, roughly 15 to 20 times 
the power of a small automobile. 

r. Taser. Would it produce more power as you step up your 
speed or less? 

Mr. Rorurock. As you go faster a jet engine does two things. It 
produces more power, and it gets more efficient. That is basically 
why jets are so good for supersonic flight. That is basic in the engine. 

Mr. Patties. That in effect is the opposite statement to what they 
are being used for today. They are being used today in commercial 
flights to push off other planes. Therefore I deduce from that that 
is an expensive process. 

Mr. Rornrockx. You would deduce correctly. It is an expensive 
way of doing it. 

Mr. Puruurrs. What do the big commercial English jets use? 

Mr. Rornrock. They take off with the jet engine. It is quite 
inefficient under the takeoff condition, but there is enough power to 
get the airplane in the air. 

Mr. Tomas. You are talking about it being inefficient at the 
takeoff. At what point of this operation is it most efficient? 

Mr. Rorsrock. Without the afterburner at the velocity of sound 
the engine has an efficiency of about 20 percent. 

Mr. Tomas. At the velocity of sound without the afterburner? 

Mr. Rorsrock. That is right. I have it on the next chart. 

Mr. THomas. a it in your own way, Doctor. 

Mr. Rorurock. I have plotted here the mach number, against the 
efficiency of the engine. I have plotted here the efficiency. This is 
the engine without the afterburner. This is the engine with the 
afterburner. I stated to get enough thrust for supersonic flight out 
of an engine of given size we had to put the afterburner on. By so 
doing we have dropped the efficiency from this line down to this 
line. We would like to get it back. The way to get it back is to 
burn more fuel ahead of the turbine. That means we must cool the 
turbine blades. We want to burn all the air, to go to 3,000° or higher 
before the turbine. We cannot do that. We have run turbines at 
this valve [pointing]. That efficiency would be about here. If we 
can run them at this valve we will then have increased the efficiency 
from here to here and this engine will weigh the same amount as the 
afterburner engine but will go half as far again on a pound of fuel. 
We are working on this at the laboratory. We do not have sufficient 
information as yet to let industry know how to do it. To cool the 
turbine is an involved mechanical process. We have to get air up 
through there some way and we have to have hollow blades. We are 
doing this in the laboratory. We have run them at this temperature. 
bes think we can do it at this still higher valve. We have not as yet 

one it. 

To show what the blades will look like inside we have this chart 
{pointing]. You can drill holes in the blades. You can put a corruga- 
tion saab as this. This is a so-called strut blade. We are presently 


running here with a cooling air of 3 percent. This blade would go 
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up to this temperature. That isnot enough. This blade would take 
us up here. But we want to do more. This blade would take us 
up to about the figure we want. We don’t want to use more than 
about 3 percent cooling air. Otherwise the process begins to be in- 
efficient. 

I want to make this one statement off the record entirely. 

Discussion off the record.) 

n the turbine cooling we do not as yet have sufficient information 
to justify industry putting it on their engine. We must do more 
research in that field. 

That is all. 

Mr. Tuomas. You don’t want to waste any of that air. You want 
3 percent to cool and then burn 97 percent. 

Mr. Puruuirs. That was a very good statement. 

Mr. Rorurock. It was fast. 


STRUCTURAL PROBLEMS 


Mr. Ruopsg. You hear a great deal about aerodynamics and pro- 
pulsion. Seldom do these ot last long enough to permit me 
tell you something about structures. I assure you that after the aero- 
dynamicists and other people complete their job and develop con- 
figurations our job just starts. The airplane would not work without 
many difficult structural problems having been solved. 

r. Potties. You came up this year without beinging us a sample 
of some new kind of metal you developed? 

Mr. Ruopsz. I have some tricks. 

Mr. All right. 

Mr. Ruopz. I would like to talk about only two of these struc- 
tural problems. One is fatigue and the other is the behavior of 
structures under the elevated temperatures caused by aerodynamic 
heating at supersonic speeds. 

Fatigue, as the name implies, is tiredness. Materials of aircraft 
construction get tired as the airplane is used and ultimately they 
break even at lower than ordinary loads. Here is a piece of alu- 
minum wire. It would be difficult for anyone in this room to break 
this wire by bending it or pulling on it once. You see, it doesn’t 
break when I do that. But as I bend it back and forth it gets tired. 
A few reversals of load causes it to break and come apart. That is 
fatigue. If you care to look at them, here are some specimens of 
re 4 aircraft alloy that have been broken at 64,000 pounds per square 
inch. 

Here is one that was broken in fatigue at only 17,000 pounds per 
square inch load. 

Mr. Puruurrs. Same thing? 

Mr. Ruope. Yes. It has been reversed something over 8 million 
times. 

Mr. Tuomas. How many times? 

Mr. Ruope. Eight million times. Here are some other specimens 
you can look at. 

Airplane structures are subjected to many repeated loads in service 
and consequently they are also subject to fatigue type of failure. 
This chart shows the fatigue life curves of a typical transport airplane 
we have tested full scale at Langley Field. The vertical scale is 


the load put on the airplane wing structure and it is expressed in 
terms of the weight of the airplane. This is a load of one times the 
weight of the airplane and this is five-tenths times the weight of the 
airplane. The number of cycles of load that the airplane can sustain 
before it fails is indicated by these two curves. As you see, here we 
have 10 to the 4th. That means 10,000 applications of load. This 
is 10 times as many as that or 100,000. Again, this is 10 times as 
many as that, or 1 million, and here 10 million cycles of load. As we 
go from this end of the curve to the other end of the curve, or vice 
versa, the fatigue life is changed by 100 times. 

Mr. Puiiurpes. What is that symbol you have up there, delta *? 

Mr. Ruope. * is the symbol for the load factor, the ratio of the load 
on the airplane to the weight of the airplane. The delta means an 
increment of load. That is to say, when the airplane is flying in 
steady level flight the lift on the wings is equal to the weight of the 
airplane. When it goes into a maneuver, or when it hits a bump in 
rough air, the load is increased. The increment in load is that increase 
in load over the steady value corresponding to level flight. 

Dr. Drypen. If you are sitting in an airplane and going through 
rough air, you take half the weight off the seat with one bump and 
press down with half your weight on the seat, that would be 0.5 on this 
curve. If that happens in the case of this airplane for something like 
200,000 times you may get a failure of the airplane. 

Mr. Putuures. It wouldn’t be the airplane which would fail first,. 
inmy case. Go ahead. 

Mr. Ruope. This is a fairly simple representation of what goes on, 
because the curves were derived by putting on loads of constant mag- 
nitude for each of these different numbers of cycles to define the curve. 
In actual practice on a transport airplane the machine is subjected to 
an assortment of loads of different kinds and magnitudes. You are 
all familiar with that, if you have flown in an airplane through rough 
air. Similarly, when the airplane lands and taxis over the ground and 
is bounced around, or just Janding and taking off, an assortment of 
loads goes on and off the structure. Maneuvering fighter airplanes 
and other military airplanes are subjected to the same thing. All 
airplanes are subjected to these complex assortments of loads. 

his curve shows the definition of the fatigue life at the point where 
the first cracks appeared on the structure. Of course, it took further 
applications of load cycles before the ultimate failure occurred. Once 
this first crack occurs you may have had it. That is not good. The 
structure is badly weakened after that first crack occurs. 

Mr. Puitures. You had better let us take for granted that you 
have problems and go ahead from there. 

Mr. Ruopr. All right, sir. This shows the experimental setup at 
Langley Field on which we are obtaining data of the kind shown on 
the preceding chart. 

Mr. Which is very important. 

Mr. Ruope. The helicopter is subjected to fatigue, too, but this is 
an entirely different situation. This is rotating machinery. It is not 
so much subject to the vagaries of nature as are airplanes. But 
every time the rotor goes around the blades flap up and down and 
back and forth. : 

Roe Puitirrs. What is the maximum speed a helicopter can 
obtain? 
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Mr. Ruope. Mr. Abbott might answer that better than I. 

Mr. Assorr. 130 to 140 milesan hour. At the present time around 
130. We are working to increase it. 

Mr. Puruuips. Last night on television I saw a picture of this new 
Marine helicopter that loads a detachment of marines and soldiers, 
loads a jeep and other things. The whole end opens out like two 
wings. It said the speed of the plane was not announced by the 
Marine Corps. 

Mr. Utmer. That means it is very poor. 

Mr. Paruutpes. The thing seems clumsy so far as power is concerned. 
The powerplant is not much bigger than on a normal helicopter. 

Mr. Assorr. There is some reason to hope that the speed can be 
increased modestly, maybe 150 to 180. We don’t know how now. 

Mr. Ruops. The difference between the airplane and helicopter 
is that the airplane is subjected to these vagaries of nature whereas 
the helicopter has the repeated loads built into it. It is a piece of 
rotating machinery. Therefore it is important to understand the 
dynamic or vibratory behavior of the helicopter rotor system. 

Mr. Puitups. Do you do that at one of your installations? 

Mr. Ruope. Yes, sir, at Langley. This chart represents results 
obtained in one of the helicopters now operating which had a bad 
vibratory characteristic. We studied the problem. We found that 
the blade stresses were of this magnitude, and by modifying the system 
slightly we were able to reduce the vibratory stresses to about half of 
their original value, which, as you can see from the corresponding 
points on the fatigue life curve, increased the fatigue life of the machine 
by some 100 times. 

Mr. Puruurps. I don’t want to appear to be humorous on this 
subject, but I don’t see why a helicopter pilot doesn’t lose his hearing. 
Every time I have ridden in them I cannot hear for a few hours 
afterward. Isn’t that a problem? 

Dr. Drypren. We are working on the noise problem. 

Mr. Puttuips. Vibration and noise. 

Mr. Ruope. I haven’t had that same experience in helicopters as 
I have ridden only in one small one myself. 

Mr. Putts. I rode in a Navy one which had no door. The whole 
side was open. I took me about 3 hours before I could near normally. 

Dr. Vicrory. The helicopter is still an infant. 

Mr. Puruurps. You come to the reason I asked this morning; how 
much time you are putting on helicopters? 

Dr. Drypen. About $1 million a year. 

Mr. Puiturrs. Maybe you had better give another million dollars 
to Mr. Rhode. 

Dr. Hunsaxer. There is a strong protest that there should be 2 
or 3 times as much effort put on the helicopter problems. 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 

Mr. Ruope. I would like to conclude my remarks on fatigue. To 
prevent fatigue failures which might occur during the life of the 
airplane something must be done about it. It is necessary to conduct 
rather extensive investigations of the statistical pattern of turbulence, 
the gust loads that occur in flight and landing and impact loads, 
and to study properties of materials and structures under repeated 
loading. All of this sort of thing is done and information is provided 
to the designer. 
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Mr. Puiturrs. Thank you very much. 

Mr. Ruope. Going to the subject of the behavior of structures at 
the elevated temperatures of supersonic flight, this first chart should 
be off the record. It is classified secret because it has some specific 
information about some of our missiles. 

(Discussion off the record.) 

Mr. Ruope. The first problem we usually think of is the way 
materials properties deteriorate with elevated temperatures. This 
chart shows something about what happens for three alloys: titanium, 
aluminum alloy, and stainless steel. The strength-weight ratio is 
shown plotted against both temperature and the corresponding Mach 
number, or number of times the speed of sound at which the airplane 
is going. The aluminum alloy quickly loses its strength. It still 
weighs the same even though it is hot. The strength is falling off 
rapidly. We cannot go much above a Mach number of about two 
in steady supersonic flight or we lose too much of our materials 
properties here. 

You can see here why titanium is regarded as such a very fine metal. 

Mr. Patties. Do you use that? It is being used by Atomic 
Energy Commission? Are you using it? 

Mr. Ruope. It is being used in the aircraft industry for the con- 
struction of airplanes at the present time. 

Mr. Putuures. How high a grade do you have to have? 

Mr. Ruope. How high a grade? 

Mr. Yes. 

Mr. Ruope. We will take pure titanium, if necessary. This hap- 
pens to be for titanium alloy TI-150. 

Mr. Do you have to have it? 

Mr. Ruopr. It is better to alloy it with other materials to increase 
its strength. 

Mr. Pututips. Could you take a low grade? 

Mr. Ruopre. There is a limit to how much lower a grade can be 
used. I recall that one of the airplane companies ordered some pure 
titanium sheet to build a tail plane with, and they were very much 
startled to find that the tail plane they built failed under a test 
load at very much less than it was supposed to take. 

Mr. Parties. Off the record. 

(Discussion held off the record.) 

Mr. Ruope. You can see from this chart the virtue of titanium 
alloy. It has many fine properties as a structural material and it 
can maintain a very fine strength-weight ratio up to fairly high 
temperatures and speeds. ; 

As we go onto the very high supersonic speeds, even titanium falls 
off and we have to have recourse to stainless steel and finally we will 
have to do something else about it. This is the thing people usually 
think about when they think in terms of the structural behavior at 
elevated temperatures. 

Mr. Puruurrs. Is titanium a hard metal or merely a .metal that. 
lends itself to making alloys withstand heat? 

Mr. Rauope. It is hard. It ranks roughly midway between 
aluminum alloy and high-grade steel so far as density is concerned. 
It bas a strength-weight ratio even higher than those of aluminum 
alloys and many steel alloys. 

Long before we get to any of these higher temperatures, we see on 
this next chart that we run into difficulties. We were conducting a 
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test down at Langley Field without expecting a structural failure at 
all. Here we had a supersonic jet of Mach No. 2 blowing out of this 
nozzle toward the right. This is a section of wing built up like an 
actual wing structure. The test was for the purpose of measuring 
the temperature distribution resulting from the aerodynamic heating. 
But the actual temperature of the skin was not expected to get much 
more than that of the boiling point of water. It didn’t in the test. 
Yet the thing blew up on us like that. That was not a result of the 
deterioration of the materials properties but a result of the expansion 
of the skin due to the thermal heating and a loss in stiffness of the 
whole structure as a consequence of which 

Mr. Puituips. What material is that? 

Mr. Rope. Aluminum alloy here. From the preceding chart, at 
250°, for example, we are not in serious trouble so far as loss of strength 
is concerned. The test lasted only a few seconds. 

In following up the reasons for this failure we discovered it was a new 
type of flutter which occurred, a sort of flag-waving flutter. These 
lines that you see vertically on this next chart go from the root of the 
ply toward the tip. ‘These other lines go from the front of the wing 
to the trailing edge of the wing. This is a sequence of pictures start- 


ing at the left and going to the right and proceeding in this manner 
until just before failure occurred. 

Mr. Patures. All right. 

Mr. Ruopn. We do not want to have that kind of thing happen to 
our missiles. 

A “quick fix’ is shown on the next chart. We had to replace the 
stiffness in the skin, which originally was thought to be adequate, by 


inserting ribs in the structure. Or we might possibly use some kind 
of structure, as shown in this model, which would permit the skin to 
expand and come and go. 

r. Pui.uips. Have you tried that? 

Mr. Ruope. No, sir; not yet. We are working on it. There are 
several ways of attacking this problem. Iam afraid our time doesn’t 
permit us to get into that story. 

Another thing that happens when we have aerodynamic heating is a 
phenomenon known as creep. I am about to lay an egg now, Mr. 
Chairman. 

Mr. Puruirs. Is this that putty stuff? 

Mr. Ruops. Silly putty, one of the silicones. It displays some 
characteristics analogous to those of aircraft structural materials. 
Creep is something which happens to a structural material at high 
temperature. It is a slow deformation under a load until failure 
occurs. For short-time applications of load the material is perfectly 
elastic. This silly putty displays that characteristic. It bounces 
quite nicely, If 1 draw it out to let the weight hang on the thin part, 
we can see what creep means. You see, it just stretches and falls 
apart. It is elastic and plastic at the same time, 

Mr. Puituirs. Will it shatter if you drop it? 

Mr. Ruops. Yes. This also displays fatigue failure, incidentally. 
If I wiggle it back and forth nothing happens at first. All of a sudden 
Pe displays that brittle type of fracture which is characteristic of 

atigue. 

Structures at high speed may display these creeplike characteristics 
as indicated by this chart. 
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A load was initially put on and during the elastic phase the wing 
model deflected up to this point. Then the load was left on for 25 
hours during which time it plastically deformed from here to here and 
finally to here at the top, and at this point it broke. This test hap- 
pened to be at a temperature of 375° F. It was an aluminum-alloy 
structure. That would be slightly over mach No. 2, as fast as Mr. 
Crossfield and Mr. Yaeger flew not long ago. 

One more chart you may be interested in seeing. This shows one 
possible solution to aerodynamic heating, at least for a short-range 
missile which would go at high speed. This is one way of keeping 
the skin temperature down. We call it transpirational cooling. 
Water comes out the porous surface near the nose. The hot air 
near the skin acts as a boiler and the water boils off, making an 
efficient cooling medium. As you see, the nose, which was not cooled 
in this particular test, attained a temperature of 500°, but the skin 
Was maintained at a temperature of 125°. 

Dr. Drypven. That is it, Mr. Chairman. 


RECOMMENDATIONS OF THE GENERAL ACCOUNTING OFFICE 


Mr. Putuurps. Dr. Dryden, I did want to ask you how you are 
etting along with some of the recommendations made by the General 

p Pasir gt ce in the survey they made of the NACA last year. 

Dr. Drypen. I think the best way to answer that is to give you 
for the record a copy of a letter and report we recently sent to the 
General Accounting Office summarizing the actions we have taken 
on their suggestions. 

(The information referred to above is as follows:) 


Drcemper 4, 1953. 
Mr. Irwin S. Decker, 
Associate Director of Audits, General Accounting Office, 
Washington, D. C. 

Dear Mr. Decker: In reply to you letter of November 27, I am enclosing 
herewith a brief report of actions taken by the NACA on recommendations con- 
tained in your report of February 20, 1953, on a survey of the National Advisory 
Committee for Aeronautics. 

In addition to conferences between members of our staff at all levels both at 
headquarters and in the field with members ot the staff cf the Division of Audits, 
and of the field offices of the General Accounting Office, there have been addi- 
tional conferences with members of the Accounting Systems Division particularly 
with reference to the development of improved accounting procedures. 

We expect to continue to work in consultation witb the General Accounting 
Office and to make such improvements in procedures as truly lead to increased 
efficiency and economy in producing scientific research results to enable the 
design and construction of superior military aircraft and missiles. 

Sincerely vours, 
Hveuw L. Drypen, Director. 


Comments oN GAO Recommenpations To NACA 1n Survey Report, 
Fesrvuary 20, 1953 


I, ORGANIZATION 


(a) Recommendation —That the High-Speed Flight Research Station at 
Edwards Air Force Base, Calif., * * * be established as an independent station 
direct to headquarters.”’ 

‘omment.— Action has been taken to establish the High-Speed Flight Research 
independent station responsible direct to headquarters, effective 

uly 1, 1954. 

(b) Recommendation.—‘That the Atomic Energy Commission be represented 

on the committee and subcommittees to afford current information in that field 
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(in view of the extent of NACA’s research in the field of nuclear-powered engines).”’ 

Comment.—This proposal was discussed by the executive committee at its meet- 
ing on March 19, 1953. The discussion indicated that the committee would take 
no action on this proposal. 


Il. ACCOUNTING AND INTERNAL CONTROL 


Recommendation.—“‘That the NACA make a complete review of its operatin 
methods and controls for the purpose of redesigning its accounting system an 
establishing uniform procedures and practices to permit complete management 
utilization of accounting records and reports. * * 

“To accomplish these ends and discharge the NACA’s legal responsibilities the 
creation of a position of controller in the NACA is considered necessary. * * * 
This officer should be responsible to the Director for all the agency’s budgeting, 
accounting, and internal auditing functions; he should have authority to direct 
all such functions at both the headquarters and the laboratories.” 

Comment.—A survey of NACA accounting operations has been made by repre- 
sentatives of the GAO Accounting Systems Division. In line with reeommenda- 
tions contained in the survey report, action is being taken to strengthen the NACA 
accounting system and to provide adequate data for management planning and 
control purposes. These changes include: 

(a) Revision of cost-accounting practices to provide for (1) Accounting on an 
accrual basis for revenues and expenditures; (2) control of costs and revenues by 
general-ledger accounts supported by subsidiary accounts and records; (3) recon- 
ciliation of cost reports to appropriations at laboratory-allotment level, and (4) 
refinement of methods of distributing indirect costs to job orders. 

(b) Development of an NACA accounting manual to insure uni‘orm application 
of the accounting syste and to provide a basis for internal and external audits. 

(c) Appraisal of existing accounting reports to improve the quality and useful- 
ness of data with possible reduction in the volume and frequency of reports. 

(d) Establishment o’ definitive titles for general ledger control accounts with 
possible reduction in the number 0° such accounts. 

(e) Improvement in property accounting and control methods to provide 
accurate cost and other data on stores, equip nent, and fixed property. 

Tbe proposal that a position of NACA controller be established has not been 
put into effect since it is felt that sufficient authority is vested in our present 
management officials to maintain effective control over the expenditure of funds 
and the utilization of manpower and other resources. 


Ill. CONTROL AND COORDINATION OF LABORATORY OPERATIONS 


(a) Recommendation.—“‘That detailed instructions on recording and reporting 
procedures be promulgated for uni’orm application by all laboratories and sta- 
tions. 

Comment.—Instructions have been issued to standardize recording and report- 
ing procedures under the NACA Manazenent Control Information Svsten 
(MCIS). These include the use of prescribed codes and torms for classifying 
and reporting on the various catezories of research. Refinements are also being 
made in internal cost accounting operations to standardize laboratory job order 
systems. : 

e standard format bas recently been prescribed for issuing managenent policies, 
regulations, and procedural instructions governing the administration of NACA 
activities. 

(b) Recommendation.—‘That beadquarters control of research activities be 
strengthened by requiring approval by beadquarters research officials of (1) 
Research job orders, which prozran the method of attacking a reaserch problem, 
ant (2) all research Telatadt to the development of instruments and computing 

evices.”” 

Comment.—A recent extension of the MCIS provides ror the submission (bi- 
weekly) to NACA headquarters 0° all research orders initiated by the laboratories 
under research authorizations. This prompt review is considered adequate for 
management-control purposes. It is felt that prior approval of such orders, as 
proposed in the report, would result in undesirable and costly delays in the 
scheduling and conduct ot laboratory research prograns. 

(c) Recommendation.—‘‘That resvonsibility for coordination and contvol, of 
laboratory technical service activities be assigned to the associate director for 
research rather than the executive officer.” 
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Comment.—Rules and Pegetions of the NACA, approved by the President, 
provide that the Associate Director for Research “‘shall supervise and direct the 
scientific and technical activities of the agency.” In accordance with your sug- 
gestion, the Associate Director for Research is being assigned specific responsi- 
bility for the coordination and control of technical service activities involving 
shop practices and techniques, model construction, and instrument development. 


IV. PROCUREMENT PRACTICES 


(a) Recommendation —‘“That the NACA institute procedures (preferably 
through the internal audit function) to provide for continual, detailed inspections 
and reports on laboratory procurement activities with prompt and positive 
followup action to correct deficiencies.” 

Comment.—Procedures have been initiated under the NACA administrative 
review program to conduct periodic inspections of NACA field procurement activi- 
ties. Major contracts for construction and equipment are now preaudited by 
NACA headquarters prior to award or approval by the NACA contracting officer. 

(b) Recommendation.—That the NACA give more consideration to the type of 
contracting used in construction of facilities. There is no one type of contract 
which will insure in every case the minimum possible cost to the Government. 
We recommend that NACA give thorough consideration in every case to the type 
of contract to be employed—whether it be fixed price, fixed price with price 
redetermination, cost plus fixed fee, or incentive type.” 

Comment.—NACA procurement regulations issued pursuant to the Armed 
Services Procurement Act of 1947 authorize the use of various types of negotiated 
contracts and outline the circumstances under which they are suitable. 

It has been the practice of NACA to carefully consider the type of contract 
best suited for each proposed procurement, whether for supplies, equipment, or 
construction of facilities. For example, contracts awarded in connection with 
the construction of the unitary plan wind tunnel at the Ames Laboratory included 
straight fixed price, fixed price with escalation, fixed price with redetermination, 
and cost-plus-fixed-fee type contracts, 

Within the past year revised cost and price analysis forms for contract negotia- 
tion and price redetermination have been prescribed for use by all NACA procure- 
ment activities. These forms were developed by the Department of Defense 
and were adopted by NACA to insure a greater degree of uniformity in submission 
by industry of cost and ay analysis data to Government agencies. The NACA 
is also Utilizing established military audit staffs, whenever necessary, to audit 
contractors’ records under price redetermination and other provisions of its con- 
tracts: 

(c) Recommendation.—‘‘That NACA consider the merits of cost-without-fee 
contracts for research contracting unless definite objectives with well-defined 
limits of scope exist and labor and material costs can be estimated with reasonable 
accuracy.’ 

Comment.—The nature of work performed under NACA research contracts is 
an agreed amount of effort on a particular aeronautical problem and a report on 
the new scientific knowledge gained. The cost of that effort is known in advance. 


Vi LEGAL MATTERS 


Recommendation.—‘‘That the NACA consider the merits of formulating a clearly 
defined legal function and assigning the responsibility for its fulfillment to a 
qualified and eqpertenced general counsel as headquarters staff assistant.” 

Comment.—The NACA Director, by administrative orders dated April 24, 
1953, defined the legal functions of the NACA and centralized these functions in 
the Office of the Executive Secretary. A staff assistant has been designated as 
legal adviser to assist the executive secretary in carrying out these responsibilities. 

Mr. Puiuurps. Gentlemen, we thank you very much. I think, as 
ee can see, we are a little troubled yet about your $2% million. 

erhaps we will have to wait until the legislative committee does 
something about it which will be more or less normally as we go 
along. They will then act upon it. 

When do you have a hearing there? 

Mr. Umer. We have no hearing scheduled yet. 

Mr. Puiturps. Other than that we will see you next year. 
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Monpay, JANUARY 25, 1954. 


SELECTIVE SERVICE SYSTEM 


MAJ. GEN. LEWIS B. HERSHEY, DIRECTOR OF SELECTIVE SERVICE 
BRIG. GEN. LOUIS H. RENFROW, DEPUTY DIRECTOR OF SELECTIVE 


SERVICE 


COL. WILLIAM S&S. ILIFF, JR., ASSISTANT TO THE DIRECTOR 
COL. BERNARD T. FRANCK III, CHIEF LEGISLATIVE AND LIAISON 


OFFICER 


SALARIES AND EXPENSES 


Amounts available for obligation 


| 1953 actual 


1954 | 


1955 estimate 


Appropriation or estimate _ 
Unobligated balance, estimated savings 


Obligations incurred 


$36, 772, 900 $29, 882.400 | $31, 500, 000 


—4, 592, 04 


32, 179, 957 [2 


29, 882, 400 


500, 000 


Obligations by activities 


Description 


1953 actual 


1954 estimate 


1955 estimate 


1, National administration, planning, training, and records 
management 
2. State administration, planning, training, and ‘records 
servicing 
3. Registration, classification, and induction 
4. Special boards: 
(a) National Advisory Committee on the Selection of 
Doctors, Dentists, and Allied i 
(6) National ‘Selective Service Appeal Board 


Obligations incurred 


$1, 862, 460 
6, 356, 707 
23, 723, 462 


163, 466 
73, 862 


$1, 758, 000 
6, 093, 400 
21, 673, 500 


265, 000 
92, 500 


$1, 747, 800 
6, 054, 000 
23, 400, 700 


205, 000 
92, 500 


32, 179, 957 


29, $82, 400, 


31, 500, 000 


WITNESSES 
i 


640 


Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
Total number of permanent positions......................... 7,620 6, 981 6, 978 
Full-time equiv: t of all other positions. 593 603 603 
Average number of all employees. ...........-........-.-.... 7, 629 7, 123 7, 287 
Average salaries and grades: 
General schedule grades: 
Crafts, protective, and custodial grades: 
Ungraded positions: Average salary................-.--.-.. $2, 806 $2, 806 
01 Personal services: 
Permanent positions_....... $21, 445, 463 $21, 909, 525 
1, 912, 087 1, 917, 087 
Regular pay in excess of 52-week base 72,000 80, 400 
Payment above basic rates: 
Overtime and holiday pay 30, 000 30, 000 
Cost of living differential. ..............-...--.... 14, 000 12, 000 
Total personal services.......................-.- 23, 473, 550 23, 949, 012 
02 Travel: 
828, 875 733, 875 
05 Rents and utility services___ anid 399, 700 106, 900 
06 Printing and reproduction ._.................-...... 105, 800 105, 000 
07 Other contractual services 562, 500 473, 000 
08 Supplies and materials. 142, 000 142, 500 
202, 975 235. 113 
Obligations incurred 29, 882, 400 31, 500, 000 
Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year...................-..-- $5, 248, 838 $4, 329. 905 $4, 093, 500 
Obligations incurred during the year_................-......-- 32, 179, 957 29, 882, 31, 500, 000 
_ 37, 428, 795 34, 212, 305 35, 593, 500 
uct: 
Adjustment in obligations of prior years. 
Obligated balance carried to certified claims account - 
Unliquidated obligations, end of year.....................-..- 4, 329, 905 4, 093, 500 4, 798, 500 
Total expenditures 32, 917, 241 30, 118, 805 30, 795, 000 
Expenditures are distributed as follows: 
Out of current authorizations. -_ 28, 127, 490 26, 147, 100 27, 249, 000 
Out of prior authorizations... ..........--cccncencnconccee 4, 789, 751 3, 971, 705 3, 546, 
Mr. Purturps. The meeting will come to order. 
The representatives of the Selective Service System are before us 


this afternoon to discuss their requests for appropriations for fiscal 


year 1955. 


The request for 1955 is for $31,500,000. The estimated obligations 
for the current fiscal year, which ends on June 30, will be $29,882,400. 
And the actual expenses for the preceding fiscal year, -1954, were 


$32,179,957. 


The principal increase, I believe, is approximately $1.7 million 
in the registration, classification, and induction project, and, as 


shown on p 


e 44 of the justification book, is ney 
cost of travel for the candidates who are subject to indu 


an estimated 
ction, largely, 


I presume, prior to actual induction, but during the examination 
period. 
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We will discuss that with you later. 

The number of employees for fiscal year 1955 is as shown on page 
131 of the bill. The request for next year is 7,287 as compared with 
7,123 for the current year, and for the year before that 7,629. 

General Hershey, we are glad to see you, together with the other 
members of your staff, General Renfrow, Colonel Iliff, and the 
legislative and liaison officer, Colonel Franck. 

o you have a preliminary statement? 
General Hersuey. No, sir. I would just like to say 2 or 3 things. 


GENERAL STATEMENT 


Mr. Puriiips. Suppose we authorize all of the material to be put 
in the record, which is here, subject to any reductions for duplication 
or possible shortening, which the staff may work out with your 
approval. 

(The material referred to follows:) 


GENERAL STATEMENT 


There is presented herewith justification for the request of $31,500,000 with 
which to operate the Selective Service System, the National Selective Service 
Appeal Board, and the National Advisory Committee on the Selection of Doctors, 
Dentists, and Allied Specialists during the fiscal year 1955. 

The Selective Service System is organized to carry out the primary functions 
of registration, classification, selection, and presentation for examination and for 
induction in the Armed Forces of the men necessary for maintenance of those 
forces at the determined strength. The collateral functions of administration, 
planning, training and records management are also performed by this agency. 

This request is based on estimated inductions of 420,000 during fiscal year 1955. 
It is predicated on receiving the calls on a substantially uniform basis each month 
to meet that objective. These are factors beyond our control, nevertheless it is 
the basis of this proposal. 

The fiscal requirements for carrying out the primary functions of registration, 

classification, selection, and presentation for induction are governed by the 
number of men to be registered, the number of classified actions, including appeals 
necessary to provide for the selection, processing, and forwarding for induction 
of men to meet the requirements of the Armed Forces, and those steps which are 
necessary for the special actions required in the handling of conscientious ob- 
jectors. 
. It is estimated that the number to be registered will not substantially change 
from the 1,275,000 registered in fiscal year 1953 and contemplated in fiscal year 
1954. Due to the higher induction rate and the necessity of substantial reelas- 
sification of registrants deferred, the classification actions will increase and this 
will increase the rate of appeals. The 52 percent increase in inductions will 
substantially increase the cost of selectee travel necessary to prepare and vresent 
men for induction. It will require 868,000 to be forwarded for the Armed Forces 
physical examination and 442,000 to be forwarded for induction to insure the 
induction of 420,000. 

The estimated cost for the use of penalty indicia for fiscal year 1954 is $748,500 
which is more than 2% percent of our total appropriation for all purposes. In 
order to absorb this cost, for which no provision was made in the fiscal year 1954 
request nor in the appropriation, it was necessary to plan on the reallocation by 
objects of funds appropriated. By object, 80 percent of the total funds ap- 
peopereped were requested for personal services, and 10 percent for selectee travel. 

erefore, such plans had to inelude a reduction in expenditures from the 2 objects 
which represent 90 percent of the Selective Service System appropriation. 

In view of the very substantial requirements of the Selective Service System for 
the use of the mails in the discharge of its obligations under the Universal Military 
Training and Service Act of 1951, as amended, the reduction which had to be made 
cuts at the very core of the Selective Service System, the clerks who render service 
for the uncompensated officials of local and appeal boards. In the second half of 
fiscal year 1953 during most of which period extreme measures were taken in 
response to the instructions of the Director of the Bureau of the Budget to reduce 
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rsonnel at all levels of operations, the resignations of local board members 

creased 14 percent over the previous 6 months. 

It is inevitable that these uncompensated citizens will become less enthusiastic 
in their giving of service unless adequate clerical personnel is provided. This 
roneet for fiscal year 1955 includes provision for such service in project 30. 

e use by the Selective Service System of the services of some 40,000 uncom- 
pensated officials is unique in Government. These patriotic citizens give the 
strength to the Selective Service System. 

The Selective Service System, which is decentralized, is organized on a pyramidal 
structure, the broad base of which is the local and appeal board structure where the 
contact is maintained with the over 14 million registrants by the uncompensated 
members of the System and the local and appeal board clerks who staff the 3,908 
local boards and the 102 appeal boards. The next largest group is composed of 
the 56 State headquarters; then the relatively small group which comprises the 
national headquarters is the apex. 

The strength of the Selective Service System lies in the fact that classification is 
the responsibility of those uncompensated civilians living in the communities with 
the registrants. They have no pecuniary interest in their position but perform 
their tasks as a patriotic service. 

The collateral function of administration, while directly related to the function 
of registration, classification, selection and presentation for induction, does not 
increase its fiscal requirements in the same proportion as the increase in the 
workload of the System. 

Executive Order No. 9988 created the National Selective Service Appeal Board. 
Under this order the Selective Service System is required to furnish funds for its 
operation and provision is included herein. 

Executive Orders No. 10166 and No. 10185 created the National Advisory 
Committee on the Selection of Doctors, Dentists, and Allied Specialists. Pursuant 
to these orders, the Selective Service System is required to furnish funds for its 
operation and provision is included herein. 


Summary by projects 


1953 actual | 1954 estimate | 1955 estimate 


10. National administration, planning, training, and records 


$1, 862, 460 $1, 758, 000 $1, 747, 800 
20. State administration, planning, training, and records 
6, 356, 707 6, 093, 400 6, 054, 000 
30. Registration, classification, and induction... .............. 23, 723, 462 21, 673, 500 23, 400, 700 
40-A. National Advisory Committee on the Selection of 
Doctors, Dentists and Allied Specialists... 163, 466 265, 000 205, 000 
40-B. National Selective Service Appeal Board... ._.........-- 73, 862 92, 500 92, 500 
ee ee 32, 179, 957 29, 882, 400 31, 500, 000 


Mr. Puiturps. We would be glad to hear from you. 

General Hersuey. Mr. Chairman and members of the committee 
I would like to say this: I want to call your attention to a thing I 
know you know. That is, that we are entering one of our full years 
again. Last year, the year of 1954 fiscal, was a low-intake year, due 
to the fact that we were taking people to replace those who came in 
in the second year of Korea. e are now going in on the second phase 
of those who came in in the first year, and there were about five to 
six hundred thousand inductions. So therefore we have got to face 
up to the fact that this is a big year. 

The cuts, of course, probably will be to some extent reflected in the 


total, but it is a larger year than this year. , 


ANTICIPATED NUMBER OF INDUCTEES 


Mr. Puruires. Comment on the actual number of people that you 
have inducted or expect to induct in the present fiscal year, please. 
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General Hersuey. Next year we are planning on the basis of 
420,000. How many this year? 

Colonel Iurrr. The basis this year is 309,000. The appropriation 
is based upon that. And last year we inducted 523,000. 

General Hersuey. So therefore the 420,000 comes nearer to 
approaching the 500,000 than it does the 300,000 planning of this 

ear. 
y Mr. Corron. It is not quite clear to me what you meant by “ne- 
cessitated by this cycle in Korea.” 

General Hersuxy. In 1950, we were confronted with a relativel 
large peacetime mobilization, if you want to call it that. The mae: 4 
is that the forces went from about a million four hundred thousand 
up to somewhere around 2,800,000, we will say. Then the next year 
they went on up to about 3,600,000. But you will notice the other 
is a million-three or a million-four again, as compared to this. 

In other words, we put in by induction between the autumn of 1950 
and the spring of 1951 somewhere around 500,000 or 600,000 people, 

The next year we put in about 400,000. 

You can see that the second year you have got to replace the ones 
that went in the first year. In other words, in 1952-53 you have to 
replace what you put in in 1950-51. 

And then again in 1954-55, the 1955 fiscal year, you have to re- 
place those who went in in the big year. 

In other words, we are in a cycle where we have these big intakes. 
That, after it goes along long enough, will tend to level off, for a lot 
of reasons. One is that you have enlistments going in there, and 
some of those end up on the third year instead of the second, and the 
thing levels off. Just the same, the difference in planning this year, 
420,000 and last year, 300,000, shows that even though the forces are 
being reduced—now, normally we would have had 550,000 to plan 
for this year, if they hadn’t made some readjustments. And we are 
down to 320,000 with those adjustments. And this year coming up, 
of 1955, is a big year, rather than a slack year, which was like the 
one we just came out of. 

One of our difficulties, as always, like a fireman, is to try to maintain 
enough organization in days when there is no fire so that there is at 
least a skeleton force when the fire comes. And our calls have 
fluctuated a great deal, and we are now experimenting, if you will, 
with the effects of local board members, who, as you know, much 
better than I do, worked for nothing—what the effect on them is going 
to be when we cut rather severely their clerical strength. We are 
down now so that in about 70 percent of our boards we have not more 
than one person, and in about 20 percent, or one-third, roughly, of the 
70 percent, those people aren’t even working full time. 

Mr. Put.urps. Fou are not implying that if we maintain your 
number of boards and their number of clerks, at the same level in 
1955 as they are in 1954, it would require an addition to the present 
amount of money? 

General Huersuey. It would cost a little more money than it did 
this year. Because this year we got caught by having to pay for our 
postage. 

In my home town, of Angola, Iad., the local clerk works from Mon- 
day until Thursday noon. That is what the State of Indiana did to 
absorb their part of this postage. Next year, they may have to work 


644 


until Friday, and it is going to cost a little more money, even if the 
actual number of employees is no greater. 


TRAVEL 


The only thing that I would like to say something about is something 
that sometimes is a little hard to understand with our organization, 
and it gets reflected in administrative travel at the national head- 

uarters. We have about 1,200 officers who belong to all the services. 

hey are allocated to us for mobili ation in time of war or great 
emergency. About 300 of those are now on active duty, and about 
900 are not. And yet our influence on the future is tied up very much 
with those 900. e do not pay for their training. That is paid for 
by the Armed Forces. But we do pay for the instructors that use up 
travel. This year we will have about seven conferences with a hundred 
or so of these officers present at each one. And somebody has to 
not only write the lesson material and run the correspondence courses 
but they have to visit about 67 units that we have, not counting the 
National Guard units, to try to keep their standard of training up to 
what we like. 

And that is one of the things that makes us have more administrative 
travel in national headquarters than one would think we ought to 
have. But we are running around 127 units that are not in selective 
service and not on active duty. 

Mr. Putturrs. You spoke of this as maintaining a skeleton force. 

General HersHey. That is right. 

Mr. Putiures. It seems to me your skeleton is putting on weight 
all the time. Your penalty mail will run around a hundred thousand 
dollars more for next year than this year. That is understandable. 

General Hersuny. Yes, because you are going to take in a hundred 
thousand more people. 

Mr. Puiuurps. That is one item. 

Another item we can understand is that you are going to pay for 
meals and lodging, $233,600, which was paid prior to this by the 
Department of Defense. But those 2 together only make about 
$333,000 or $334,000, and your net increase is $1,700,000. 

General Hersuey. Oh, that is very easy. There is an increase of 
$2 million in travel of inductees. 

Mr. Puitures. But the Korean war is stopping, we hope. The 
President has announced that the ground forces are going to be 
reduced, and we are going to emphasize air and mechanical defense. 
You are justifying an increase in the actual inductees. 

General Hersury. No. Because last year, if there hadn’t been any 
decrease, you would have had 550,000 to 600,000 to replace this year, 
if the strength had stayed up. Now we are only asking for 420,000. 
Whether that is right or wrong, I wouldn’t want to say, because there 
is no way of telling until it comes. , 

But one of the other things that you have got to consider is that 
the air is almost like the ground. The air is confronted with the 
problem of whether they are going to be able to get volunteers or 
whether they are going to have to come to us. And they are increasing 
in size. 

Mr. Paiiurps. How much are they increasing? 

Colonel Hersuey. The Korean war scared a lot of people into the 
Air and Navy to avoid going into the ground troops. But that isn’t 
around any more. 
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Now, I haven’t the slightest idea, and I wouldn’t argue with the 
committee a minute, on this inductee travel, because it is just a guess. 

Mr. Puivurps. Who sets your figure? 

General Hersuey. The Bureau of the Budget. 

Mr. Pures. Who set it for the Bureau? 

General Hersuey. I suppose Defense. If the Defense doesn’t 
defend these figures over here, they told us wrong. 

Of course, they have to start out and decide how many they want. 
Probably it is around 650,000 to 700,000. Then they have to guess 
(a) how many people will reenlist, and (6) how many people will enlist 
initially. Add those two together, and subtract them from the 
overall, and then we have it. 

Mr. Puiuurrs. Let us go back to what you furnish. The number 
they think they want finally inducted after deducting these 2 cate- 
gories you have just mentioned is 420,000? 

General Hersuery. That is right. 


RATE OF REJECTION OF SELECTEES 


Mr. Puruuips. In order to get that, you have to start with the rather 
astonishing figure of 868,000. 

General Hersuey. That is right. 

Mr. Puiuuips. It startles this committee, and always has, that the 
first deduction is the 32 percent rejection rate at the first examination. 

General Hersuey. That is right. And that is too high. It has 
gone up. It went up to about 37 percent, I believe, in December. 

General Renrrow. It is 42 percent now. Seven percent of that 
42 percent is at the time of induction after they have previously been 
accepted. 

Mr. Putuurps. That is another item down here. Is the 32 percent, 
which represents only the first washing out, up? 

General Hersury. That is up to 36. 

Mr. Puiuurps. Are requirements so high that we cannot find people 
to * them, or is the general quality of our youth going down so 
rapidly? 

Teneel Hersey. Well, I think whenever you get to a place where 
demand slackens, requirements always rise. 

Mr. Puruuips. Who controls that? 

General Hersuey. The Armed Forces. Because the Congress said, 
“and provided no one shall serve until they have first been accepted 
by the Department of Defense.” 

Mr. Parties. This first examination is not yours? 

General Hersury. None of the examinations is ours. That is 
right. They are Department of Defense examinations. 

Mr. Puiuurps. Then, subtracting, you now have a little group of 
590,000 people. 

General HersHey. Yes. 

Mr. Puiiurps. You lose by some of them already having enlisted, 
or dashing out and enlisting, or being reclassified in some other 
category. You lose 25 percent of that balance. 

General Hersuey. That is right. And it is pretty near all 
accounted for by the recruiting. Because one thing about it: The 
man begins to believe he will be taken after he has been told he is 
1-A, he is sent up to be examined and he is passed. He is getting 
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so that there isn’t much doubt in his mind. And therefore that is 
the best place for the recruiter to work. Because he is dealing with 
a man who knows he has got to go. 

Mr. Puturrs. That reduces you to 442,000. Then here is General 
Renfrow’s group again, that you were referring to. 

Five percent are rejected at the induction station. 

General Renrrow. Our latest report is 7 percent. 

General Hersury. That is for the month of December. It has 
been going up, though, and it will go up now. 

General Renrrow. We have inducted a little over 1,600,000 since 
Korea started, and they have rejected 1,750,000. 

Mr. Puriurps. General Hershey, do you know any other nation 
in we: world that rejects that percentage of people it calls up for_its 
army 

General Hersuey. No, I don’t. You might find some of the 
smaller nations that I couldn’t guess about. But you take any 
nation like England or France or our late friends or our late opponents, 
like Germany. None of them could ever afford the luxury we have 
of rejecting people. 

As for Maeland. their 24-year-olds, which are getting pretty well 
up to the top of their liabilities—I think they had about 87 percent 
of them in the service. 

Mr. Krurcer. Have you any figures on rejection in the Russian 
Army? They were our allies at one time and I thought perhaps you 
would have some information. 

General Hersuey. I think somebody had some figures, but how 
late they are or how good, I wouldn’t know. 

Mr. Suresir. Are there any figures of how many are physical and 
how many are mental rejections? 

General Hersury. We haven’t got that, but we can furnish it. 

General Renrrow. 600,000 mental and 1,200,000 physical. 

General Hersuey. And that is conservative. I expect there are a 
little more than that turned down. 

Mr. Putturrs. How do they determine this mental weakness? 

General Hersuey. Tests, paper tests. 

Mr. Putuutrs. If the selectee can’t put that square peg fast enough 
in the proper space? 

General Hersuery. Yes, or if they ask him something he either 
doesn’t know or is a little slow in remembering. 

Mr. Corton. How old are these boys? 

General Hersury. The youngest 18 or 19, and the oldest 25, with 
very few exceptions. Once in a great while a man in his upper 
twenties. 

Mr. Corron. Their mental handicap, then, isn’t because of youth 
or inexperience. It is inherent. 

Mr. Puiuuips. Is not a great deal of this mental handicap on the 
basis of lack of prior education? 


FACTORS INFLUENCING RATE OF REJECTION 


General Hersuey. There is no question that the numbers of people 
we get are not typical of the population, because orery ang that 
happens to the population leaves us with something here. For in- 
stance, let’s suppose a boy gets to be 17 and he has the choice of 
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enlisting in the Army, the Navy, the Air Force, the Marine Corps, or 
the Coast Guard, and if he does he is acceptable. If he didn’t get in, 
he is still in our pool. The National Guard can take him up until the 
time he is 18%, and if he goes in and stays in he is not inductable. 
Now, if he gets in, he is not of our pool, and if he is rejected obviously 
he is not in our pool. 

The next thing that comes along is school. Let’s take the ROTC 
first. A boy goes to school and if he qualifies for ROTC, he has to 
have at least some physical fitness. He is better than the “run of the 
mine.” Presumably they examine him. They don’t always do it, but 
they are supposed to. 

Then you take out 360,000 that are ROTC. Then you go in and 
take out the 180,000 or so that we defer as students. And while those 
are not physically examined yet, so far as the mental goes they had 
to either make a class standing or make a grade, or they didn’t get 
deferred. So they are better mentally than the others, or they pre- 
sumably wouldn’t be in college, anyway. 

And then you come along and defer, under I-S which is the con- 
gressional deferment, a fellow who is satisfactory in school. He 
couldn’t get deferred any other way. But we catch him in midterm, 
and he says, “I am ‘satisfactory’ ’’ and under the law he stays. So 
all those are taken out, and when we take the boys that are examined, 
the ones left are not quite typical of the population. 

Mr. Puituips. But you get to I-S eventually. 

General HursHey. Oh, yes. 

Mr. Purturps. Suppose the boy has not graduated from high 
school, but is from one of our rural areas where he is sound as a horse 
- can knock a squirrel out of a tree at 200 yards. What happens 
to him? 

General Hersuny. If he can’t read, you mean? 

Mr. Parurps. That is right. 

General Hersuey. He is in [V-F. 

Mr. Puiwurps. He does not get into the Army? 

General Hersuery. That is right. He just misses the whole busi- 
ness. 

Mr. Puruures. We just leave him home. 

General Hersuey. And there are 1,800,000 that are in that cate- 
gory, not all of them on the mental, but for some reason or other. 
And that is a terrific loss. 

General Renrrow. There are also 1,200,000 fathers, who were 
fathers prior to August 25, 1953, who are now not inductable, at the 
present time. 

Mr. Patuurps. Except that we reserve them for an emergency. 

General Hersuey. On the college business, we have deferred quite 
a lot of people for college, and we picked up quite a lot of them. I 
don’t think we have gotten them all. But with the avenue of escape 
now closed, so that you can’t have children after you have been to 
college, I think we are getting most of them, and our mail would indi- 
cate that a great many people think we are getting too many of them. 
Because one of the things we are hearing a great deal about are these 
young Einsteins that have phan one g Bat, college and gone off to 
work somewhere in a factory, and now we are getting them, in the 
laboratory, and some of the secrets nature has been holding out for 
millions of years are apparently going to be held out longer because we 
have taken the young man who could have found it. 


Mr. Corton. The point in the proceedings where you reach out and 
take a. man,-where it. is too late for him to enlist—is that point the 
same now as it has been in the last 3 or 4 years? 

General Hersuey. It has varied some. Legally it is the same 
point. Let us say a boy has an order to report for induction by law. 

Mr. Forrestal, when he was Secretary of Defense, issued a self- 
restricting regulation, which said they wouldn’t take him, after he 
was ordered for physical examination, preinduction. But during the 
time Mrs. Rosenberg was Assistant Secretary, they rescinded that. 
Because, you see, it prevented them from recruiting the individual 
between the time he was taking the preinduction physical and the 
time he was actually inducted. So, legally, it is the same as it has 
always been, but the only change has been in the order that the 
Defense established for their own Government, which merely kept 
their recruiters away from people who had already been ordered for 
a physical examination. 

Mr. Corron. I cannot understand why the actual number of 
draftees does not steadily decrease. My observation is that the 
minute a man is classified as I—A, he starts trying to find out whether 
he can enlist in an outfit of his choice with a commanding officer he 
thinks he is going to like, and stationed somewhere he would like to 
go, and then, if he can’t get everything to suit him, he begins to 
settle for a little less and a little less, until he gets away from you 
and enlists. 

I should think there are a number that are doing that, because 
from my correspondence and observations, it seems that is almost the 
general procedure. I can’t understand why the fact they are going 
to be drafted does not cause so many to enlist that you have even a 
steadily decreasing number that you actually draft. 

General Hersuey. Well, we have gotten 1,600,000 since Korea 
broke out that did not get there quick enough. And this 25 percent 
that the chairman spoke about here, that we have lost, in this time— 
the great majority of those are accounted for by the fact that they 
enlisted. But they enlisted before they were ordered for induction. 

Mr. Jonas. Is not another answer the fact that the period of service 
through the draft is shorter than any other period? 

General Hersuey. Not entirely now, but by and large that has 
been one of the biggest drawbacks. Because the Navy wants them 
4 years and the Marines probably want them 4 years. At the present 
time, some of the services are in the 2-year field. Because Congress 
has always said that they had to provide a recruiting period at the 
same time that they had for induction. But it is one thing to provide 
it and another thing to get it. 

In other words, at one time, when we could get recruits, with the 
Korean war, the non-Army outfits, we would be glad to take people 
for 4 years driven in by a 2-year obligation. Now the Marines are 
taking for 2 years, and I don’t know who else is, by recruiting. 

Mr. Puitures. You understand you are going to put in- the record 
an answer to the question by Mr. Cotton that you should try to 
break down the number of rejections on the grounds of mental as 
to physical condition. 


he information referred to above is as follows:) 
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TaBLE 1.—Number of preinduction examinations given registrants at the Armed 
Forces examining stations by result of examination, cause of rejection, and Army 
area, October 19538 

[Preliminary] 


United 
States, 
conti- 

nental Vv VI 


Result of examination 


Total examined 30, 389 0, 128 | 2, 553° 
Found acceptable 19, 920 6, 852 | 1, 824 


Found not acceptable, total. 10, 469 2. 276 


1. Administrative 
3 
4 


400 
4, 395 
649 


5,025 


® Neuropsychiatric reasons 661 238 
5) Physica! reasons 4, 364 | 1,096 


Source: SG Form 258, Surgeon General’s Office, Department of Army. 


TABLE 2.—Percent of preinduction examinations given registrants at the Armed 
Forces examining stations by result of examination, cause of rejection, and Army 
area, October 1953 

(Preliminary] 


United 
States, 


Result of examination 


< 
| < 


Total examined 


= 


3 


Found acceptable 
Found not acceptable, total 


1. Administrative disqualifications 

2. Failed mental test only 

3. Failed mental test and disqualified medically - 
4. Medical disqualifications only 


(a) Neuropsychiatric reasons 
(0) Physical reasons 


~ 
= 


so | B 


| on = 


| 


ao 


- 


TABLE 3.—Percent of preinduction examinations for registrants found not acceptable, 
at the Armed Forces examining stations, Army area, by cause of rejection, October 
1953 

(Preliminary) 


United Army area 


States, 
Cause of rejection corith: 


nental 


< 


So] 8 
woe nen 


| < 


Found not acceptable, total 100. 
3 


1. Administrative disqualifications 
2. Failed mental test on’ 2. 
3. Failed mental test an 6. 
6. 
1 


48. 


| 


(a) Neuropsychiatric reasons 
(0) Physical reasons 


Re 


64 8| 137 ‘55 
| 515 | 413 | 2,674) | 447| 188 
123] 116 17 
| | 1,334) 725| 155 1,576| 469 
679 | 149 1 30 | 402 
| Army area 
conti- | 
nental| I | II | lll IV P| 
‘ 1.3 | 
| 14.4 
21] 
| 16.6 
| | | | 
| | 
I nu | m = 
0 | 100.0 | 100.0 | 100.0 | 100.0 | 1 = 
aij 43] 47] 18] 23] 
25.4] 30.2] 71.8] 45.8 
2} 45| 90] 7.4] 7.0 
0} 65.8] 561] 195] 44.9) 
3| 1.7; 64] LO} 
| 18.5 | |_| 
) 
3 
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TasiEe 4.—Number of preinduction examinations given registrants at the Armed 
Forces examining stations by result of ecamination, cause of rejection, and Army 
area, July 1950—October 1953 

[Preliminary] 


Result of examination 


Il Ill 


Total examined 700, 213 | 710, 250 | 611, 666 


Found acceptable 485, 887 | 474,703 | 314, 682 
Found not acceptable, total 1, 242, 676 | 214,326 | 235, 547 | 206, 984 


32, 451 4, 832 5, 116 2,121 8, 433 
.---| 567,895 | 63,553 | 99,504 | 221,771 66, 028 
3. Failed mental test and dis- 


qualified medically 81,067 | 11,288 | 19,903 | 22,077 11, 182 4, 543 
4. Medical disqualifications only. 561, 263 | 134,653 | 110,934 | 50,015 161,781 | 67,616 


78, 266 | 27,982 | 13,659 2, 862 22, 381 9, 079 
482,997 | 106,671 | 97,275 | 47,153 139,400 | 58, 587 


Source: SG Form 258, Surgeon General’s office, Department of Army. 


TABLE 5.—Percent of preinduction examinations given registrants at the Armed Forces 
examining stations by result of examination, cause of rejection, and Army area, 
July 1950-October 1953 

[Preliminary] 


United 


States, 
Result of examination conti- 


nental 


< 
< 


Total examined 100.0 


Found acceptable 
Found not acceptable, total 


1. Administrative disqualifications. 
2. Failed mental test only_............-...--..-- 
3. Failed mental test and disqualified medically. 
4. Medical disqualifications only 


3 


BF | 5 


3 


52/5 


33/3 


33/5 


= 


$3 
no o 
nents 


~ 
Pei NEN. 


| 

PN] 
Cull awow 


Be 
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TABLE 6.—Percent of preinduction examinations for registrants found not acceptable 
at the Armed Forces examining were Army area by cause of rejection, July 1950- 
October 1953 


[Preliminary] 


United 
Cause of rejection me 


< 


Found not acceptable, total 


1. Administrative disqualifications 

2. Failed mental test onl 

3. Failed mental test and disqualified medically 
4. Medical disqualifications only 


(a) Neuropsychiatric reasoms 
(6) Physical 


or) kane | 


Fo] Fp Boo 


ay! P aaa Headquarters, Selective Service System, Statistics Section, Research and Statistics, 


United Army area 
States, 
conti- 
nental I — IV Vv VI 
355, 349 | 949,073 | 365, 140 
142, 165 | 247,424 | 106, 230 
1. Administrative disqualifica- | 
8, 524 
| 25, 547 
| | | 
Army area 
1 
15.4 
2.2 
15.2 
(a) Neuropsychiatric reasons............- 21] 
(6) Physical reasons. 13.1 
| nental I Il Ill IV | VI 
100.0 | 100.0 | 100.0 | 100.0 | 100.0 | Hg | 100.0 
a 2.6 2.3 2.2 1.1 1.7 8.0 
45.7 | 29.6] 42.3) 74.7) 64.3 24.0 
ee 6.5 5.3 8.4 7.4 =F 4.3 
45.2} 62.8} 47.1 16.8 | 25. 63.7 
38.9] 49.8] 41.3] 15.9) 23.9 55.1 
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TaBie I.—Number gongs examinations given registrants at the Armed Forces 
induction stations result, type, and cause of rejection, continental United States, 
October 1953 


[Preliminary] 


Physical Complete 
Result of induction examination inspection | examination ! 


15, 125 10, 397 


8, 832 
1, 565 
1. Administrative 63 
2. Failed mental test only ee 608 7 608 
3. Failed mental test oad disqualified | medically . - seen 68 
4. Medical disqualifications only 826 


(a) Neuropsychiatric reasons. K 120 
(6) Physical reasons. 706 


1 Includes some not complete as to serology tests and X-rays, and some others not complete as to AFQT, 
Source: SG Form 373, Surgeon General’s office, Department of the Army. 


TaBLeE II.—Percent of induction examinations given registrants al the Armed Forces 
induction stations, by resuit, type, and cause of rejection, October 1953 


[Preliminary] 


Physical Complete 
Result of induction examination inspection | examination 


ae | 8 


2. Failed mental test on ly 

3. Failed mental test anc disqualified medically... 
4. Medical disqualifications only 


reasons. 
b) Physical 


erie. 


TaBLeE IIT.—Percent of indwtion examinations for registrants not accepted at the 
Armed Forces induction stations, type of induction examination by cause of rejec- 
tion, October 1953 

[Preliminary] 


Physical Complete 
Cause of rejection inspection | examination 


Not accepted, total. - 


1. Administrative 
Failed mental test on! 


Neuropsychiatric 
6) Physical reasons 


A | 
Not 
4 3 
4.7 2.4 
| 
| 
. 100.0 100.0 100.0 
38.9 
ied medically - 4.3 
: 4. Medical disqualifications only........................----.- 60.6 90.6 52.8 
. 52.6 81.5 45.1 
) 
) 
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Tasie 1V.— Number 4 induction examinations given registrants at the Armed Forces 
induction stations, by results, type, and cause of rejection, continental United 
States, January 1952-October 1953 


(Preliminary) 


Complete ex- 
Result of induction examination Total inspection | amination ! 


800, 478 232, 960 


= 971 200, 961 
46, 507 , 31, 999 


1, Administrative disqualifications. 4, 232 1,845 
2. Failed 10, 457 10, 457 
3. Failed mental test and disqualified medical] A 1, 1, 443 
4. Medical] disqualifications only 30, 375 12, 121 18, 254 


Neuropsychiatric reasons. 3, 798 1,212 2, 586 
5) Physical reasons a 26, 577 10, 909 15, 668 


4 Includes some not complete as to serology tests and X-rays, and some others not complete as to AFQT. 
Source: SG Form 373. 


TasLe V.—Percent of induction examinations given registrants at the Armed Forces 
induction stations, by result, type, and cause of rejection, January 1952—October 


1953 
[Preliminary] 


Complete 
Result of induction examination examination 


1, Administrative 
2. Failed mental test 
3. Failed mental test an disqualified medically 

4. Medical disqualifications only 


Neuropsychiatric reasons 
6) Physical reasons 


Taste VI.—Percent of induction examinations for registrants not accepted at the 
Armed Forces induction stations, type of induction examination by cause of 
rejection, January 1952—October 1953 


[Preliminary] 


Complete 
Cause of rejection examination 


mental test only 
3. Failed mental test disqualified medically 
4. Medical disqualifications only. 


1. Administrative disqualifications 
2. Failed 


§ Neuropsychiatric reasons 
») Physical reasons 


ny” Headquarters, Selective Service System, Statistics Section, Research ‘and Statistics, 


-5 8 
4.5 
3.8 2.1 7.8 
3.3 1.9 6.7 

100.0 100.0 100.0 
9.1 16.4 5.8 
4.5 
65.3 83.6 57.0 
8.2 8.4 8.1 
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TABLE 1,—Accumulative number of registrants ecamined, found acceptable, and not 
acceptable by principal disqualifying cause on preinduction examination at the 
Armed Forces examining stations, by Army area and examining station, United 
States and Territories, August 1951-—September 1953 


[Preliminary] 


Found not acceptable by principal 
disqualifying cause 


AFQT| Med- 
AFQT FQ | ical 


only medical} only 


United States and Territories 2,093, 915 |1, 384, 326,391 | 55,675 | 312, 539 
United States continental 2, 026, 761 |1, 364, 704 > 49, 369 | 309, 104 


First Army Area 379, 295 | 269, 738 


Connecticut, Hartford ! 2, 027 1, 436 
Connecticut, New Haven 23, 16, 706 
5, 
7, 


Area and examining station 


Maine, Bangor 

Maine, Fort Williams { 
Maine, Portland ! 1 
Massachusetts, Boston 34, 557 
Massachusetts, Springfield 10, 510 
New Hampshire, Manchester 8, 176 
New Jersey, Camden ! 1, 635 
New Jersey, Newark 56, 379 
New York, Albany 

New York, Binghamton ! 

New York, Buffalo 

New York, New York City 

New York, Rochester ! 

New York, 
Rhode Island, Providence 
Vermont, Burlington ! 


Second Army Area 


Delaware, 

Kentucky, Ashlan 

Kentucky, 1 

Kentucky, Lexington ! 

Kentucky, Louisville. 
Kentucky, Owensboro 2? 

Maryland, 


535 

, 095 3, 914 
064 
3 


PHP 


Pennsylvania, Altonna ! 
Pennsylvania, Erie 
Pennsylvania, Harrisbur, 
Pennsylvania, ja. 
Pennsylvania, Pittsburgh 

Virginia, A 

Virginia, Bristol 1 

Virginia, Richmond 

Virgin 

West Virginia, Beckley 

West Virginia, Charleston !.__.____- 


Florida, Jacksonville... 
Florida, Miami. 


Georgia, Chamblee 
Georgia, Columbus ! 


1 Includes data for the period August 1951 through January 1952 only. 
2 Includes data for the period August 1951 through May 1953. 

3 Includes data for the period August 1951 through February 1952 only. 
4 Includes datd for the period August 1951 through September 1952 only. 
5 October 1952 first report received 


41872—-54— pt. 1——42 


exum- | found =" 
accept- 
ined Dt Admin-| 
able | Total | istra- | 
tive 
| 
ee 109,557 | 2,838 | 31,705 | 5,984 | 69,030 
| 591 6 240 27 318 
| 6,829 331 1, 635 307 4, 556 
} 1,181 3l 429 71 650 
2,012 107 492 172 
1 
25, po 8, bo 211 1, 888 463 vor 
| 2, 191 540 184 O51 
6, 522 1, 654 46 482 157 969 
1, 198 437 7 181 35 214 
| 42,891 | 13, 488 151 4, 485 575 8, 277 
| 12,582 4,111 131 635 252 3, 093 
| | 5,503 | | 3,531 
|} 102,539 | 54,341 | 1,252 | 17, 3, 32, 
487 422 2 27 2 
13,993 | 4, 107 65 844 156 | 3,042 
7, 539 2, 960 102 600 133 2, 125 i 
65 63 | 6 13 8 36 
410, 519 275, 116 | 135, 403 2, 441 53, 506 | 65, 989 
2, 088 1, 121 967 9 83 199 
19, 242 10,575 | 8, 667 1 1,329 3, 210 
| 3, 752 2, 206 | 187 467 
| 5, 826 3, 034 2, 792 6 | 236 350 
| 21,379 12, 221 9, 158 86 1, 222 2, 017 
8, 392 5. 456 2, 936 9 } 243 859 
23, 602 17, 124 6, 478 217 759 2, 983 
os 10, 625 7,323 | 3,302 18 236 2, 060 
23, 404 16, 429 6, 975 114 618 4, 057 
Ohio, Cleveland..................--.- 29, 234 21,066 | 8, 168 171 418 4, 408 
17, 686 12,696 | 4,990 144 386 3,072 
Ohio, Toledo......_.- wwéhidiaaitindis 11, 099 8,333 | 2, 766 55 173 1, 995 
871 540 331 1 26 229 
| 547 323 224 5 15 160 
| 23,427 | 17,307] 6,120 65} 1 497 | 4,440 
| 53,601 35, 405 | 18,196 236 | 3,5 1, 566 12, 993 
| 60,912 38,665 | 12, 247 420 2, 005 1, 240 8, 582 
| 14,361 10, 163 4, 198 S4 314 577 3, 223 
| | Lies | "ise 
| 21,590 10, 934 | 10, 656 243 6, 949 1,113 2, 351 
19, 013 11, 247 7, 766 68 | 5,236 956 1, 506 
11, 173 7, 364 3, 809 81 1, 553 508 1, 667 
3, 459 2, 100 1,359 28 699 135 497 
West Virginia, 9, 481 7,392 | 2,089 1,078 157 842 
West Virginia, Martinsburg '_______- 1, 583 WO4 619 16 324 55 224 
Third Army Area..............-...-.--.-| 328,726 168, 128 | 160, 598 1, 531 |115, 230 14, 355 29, 482 
Alabama, Birmingham ¢_..._....__.- 16, 755 7, 760 8, 995 34 6, 738 911 1,312 
Alabama, Gadsden 21 5 12 3 L 
Alabama, Mobile !...........-..----- 282 100 182 1 124 31 26 
‘ Alabama, Montgomery.........-....- 32, 603 14, 813 | 17,790 93 | 14,078 1, 491 2, 128 
a 25, 928 15, 137 | 10,791 119 | 7,208 851 2, 613 
dhe 13, 449 7,764 | 5,685 59 | 3,386 2388 1,952 
Fiorida, Panama City !..__......._.- 587 285 302 7 215 21 59 
1, 125 695 430 253 37 131 
Georgia, Atlanta ¢.................... 15, 560 8,158 | 7,402 5O | 5,262 718 1,372 
Po 21, 251 | 10,079 | 11,172 48 | 8,931 698 | 1,495 
2, 906 1,079 | 1,827 | 12| 1,362 203 | 250 
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TarLE 1.—Accumulative number of registrants examined, found acceptable, and not 
acceptable by principal disqualifying cause on preinduction examination at the 
Armed Forces examining stations, by Army area and eramining station, United 
States and Territories, August 1951-September 1953—Continued 


Found not souptebis by principal 
Total disqualifying cause 
Total found 
Area and examining station exam- | ,osept- 
ined a Admin- AFQT AFQT| Med- 
Total | istra- 1 an ical 
tive | °™'Y |medical) only 
Third Army Area—Continued 
Mississippi, Jackson... 35,577 | 16,337 | 19, 240 58 | 15,873 | 1,118] 2,191 
North Carolina, Charlotte. ._. «6 30, 705 19,477 | 11, 228 438 | 7,299 681 2,810 
North Carolina, Fayetteville ! 2,140 1,192 948 3 588 59 298 
North Carolina, Raleigh__._- 35, 256 17, 561 | 17,695 323 | 10,470 | 2,531 4,371 
South Carolina, Columbia. - -- = 31, 984 13,119 | 18, 865 9 | 15,153 | 1,713 1, 990 
South Carolina, Greenville !_....____- 3, 505 1,611 | 1,894 37 | 1,377 225 255 
Tennessee, Chattanooga 1,326 681 491 42 112 
Tennessee, Knoxville_......-....-_-- 21, 005 11,935 | 9,070 133 | 5,430] 1,254 2, 253 
Tennessee, Memphis-.__...........--- 17, 031 8,865 | 8, 166 6} 5,874 1, 601 
Tennessee, Nashville............-..-- 19, 730 11,475 | 8, 255 92} 5,106 795 2, 262 
Fourth Army Area........-..-----..---.. 175,956 | 110,762 | 65,194 705 | 40,963 | 5,903 | 17,623 
Arkansas, Little Rock...............- 25, 079 13, 623 | 11, 456 66) 7,740; 1,113 2, 537 
Louisiana, New Orleans...........-... 22, 302 11, 553 | 10,749 59 | 8,550 1,473 
Lousiana, Shreveport. .._.........--- 17, 596 7,916 | 9,680 174} 6,673) 1,178 1, 655 
New Mexico, Albuquerque......_._. 5, 045 3,139 | 1,906 |........] 1,044 230 632 
Oklahoma, Oklahoma City --___-..-. 25, 618 18,977 | 6,641 155 2, 913 563 3,010 
6, 791 5,312 | 1,479 30 773 87 
6, 820 4,941 1, 879 28 653 98 1, 100 
Texas, Corpus Christi®.___.....-.... 6, 333 3,821 | 2,512 34] 1,568 248 
Delia. 24, 664 17,472 | 7,192 15 | 3,486 815 2, 876 
5. 1, 835 70 | 1,052 
19, 619 13, 816 5, 803 13 | 4,006 348 1, 436 
Texas, San Antonio._...............- 10, 991 6, 4,062 61 2, 505 347 1,149 
541,880 | 406,523 {135,357 | 4,003 | 33,850 | 7,108 | 90,396 
18, 167 13,010 | 5,157 485 997 332 3, 343 
Tilinois, Chicago 113, 787 80, 738 | 33,049 653 | 9,900 1,476} 21,020 
Indiana, Indianapolis 49, 719 38, 102 | 11,617 765 | 3,578 591 6, 683 
24, 484 19,146 | 5,338 162 681 214 4, 281 
Michigan, 90, 870 68, 021 | 22, 849 759 | 6,465 | 1,647 13,978 
Michigan, Escanaba !_............... 401 321 80 1 29 3 47 
Minnesota, Minneapolis. -__.-.....-- 36, 276 28,958 | 7,318 37 851 258 6, 172 
Missouri, Kansas City..............- | 47,583 37,824 | 9,759 415 | 3,306 363 5, 675 
Missouri, St. Louis.._.............-.- 63, 789 48,031 | 15, 758 212 | 4,784 1, 154 9, 608 
Nebraska, Omaha...........--.-..-.- 22, 592 18,024 | 4,568 114 533 146 3, 775 
North Dakota, Fargo panes + et 12, 535 9, 623 2, 912 5 510 127 2, 270 
South Dakota, Sioux te...,.-.dotaan 12, 963 10,542 | 2,421 8 403 97 1,913 
Wisconsin, Milwaukee......... -we--| 48,714 34, 183 | 14, 531 387 | 1,813 700 | 11,631 
PP ee eee ee 190, 385 134, 437 | 55,948 | 3,291 | 13, 521 2,522 | 36, 584 
4 Arizona, Phoenix_................-... 9, 905 6,077 | 3,828 48 | 1,684 233 1,853 
California, Fresno.................... 11, 674 7, 871 3, 803 351 1,312 306 1, 834 
California, Los 56,590 | 39,132 | 17,458 | 1,758 | 4,442 775 | 10,483 
California, San Francisco... ......... 44, 396 28, 996 | 15,400 714 | 4,007 767 9, 912 
4,701 3,615 | 1,086 20 33 881 
6, 461 4, 871 1, 590 70 72 1, 193 
gon, Portland _...........-.. Aibon 18, 006 13,957 | 4,049 107 479 66 3, 397 
Utah, Fort 12,923 | 10,185 | 2,738 55] 451 2, 147 
Washington, Saas 19, 158 14,442 4,716 109 576 167 3, 864 
Washington, Spokane................ 6, 570 5,290 | 1,280 59 163 1,020 
Outside United States, continental... .. 67, 154 19, 574 | 47, 580 223 | 37,616 | 6,306 3, 435 
1,099 723 376 1 112 39 224 
977 511 466 5 373 41 47 
4, 370 2,707 | 1,663 152 541 123 847 
60, 041 15, 112 | 44,929 65 | 36,544 | 6,095 2, 225 


1 Includes data for the period August 1951 through January 1952 only. 
: Includes data for the period August 1951 through August 1953. 
? No data available for the months of August bo 5 through November 1951. 
§ No data available for the months of August 1951 through December 1951 and April 1952, 


Source: DA AGO Form 316, 


TABLE 2.—Percent of accumulative registrants examined, found acceptable, and not 
acceptable by principal disqualifying cause on preinduction examination at the 
Armed Forces examining stations, by Army area and examining station, United 
States and Territories, August 1951-September 1953 


Found not acceptable by principal 
disqualifying cause 


Area and examining station Admi AFQT 
min- 
istra- and 
tive |medical 


United States and territories 
United States continental 


First Army Area 
Connecticut, Hartford 
Connecticut, New Haven 
Maine, B: 
Maine, Fort Williams 
Maine, Portland 
Massachusetts, Boston 
Massachusetts, Springfield 
New Hampshire, Manchester 
New Jersey, 
New Jersey, Newark... 
New York, Albany 
New York, Binghamton 
New York, Buffalo 
New York, New York City 
New York, Rochester 
New York, Syracuse 
Rhode Island, Providence 
Vermont, Burlingtoi 


— 
pp 


ASK 


one 


KE 


no 


NOWON 


Second Army Area 
Delaware, Wilmington 
Kentucky, Ashland 
Kentucky, Corbin 
Kentucky, Lexington 
Kentucky, Louisville 
Kentucky, Owensboro 
Maryland, Baltimore 
Ohio, Cineinnati 
Ohio, Cleveland 
Ohio, Columbus. 
‘Ohio, 
Pennsylvania, Altoona 
Pennsylvania, Erie 
Pennsylvania, Harrisbur 
Pennsylvania, Philadelphia___ 
Pennsylvania, Pittsburgh 
Pennsylvania, Wilkes-Barre 
Virginia, 
Virginia, Bristol 
Virginia, Richmond 
Virginia, Roanoke. 
West Virginia, Beckley - 
West Virginia, Charleston 
West Virginia, Fairmont 
West Virginia, Martinsburg 


Third Army Area 
Alabama, Birmingham... 
Alabama, Gadsden 
Alabama, Mobile 


SB 
Comer 
Soest SABRSS 


FRAN SO 


PPPs 


8 


) 
) 
3 
L 
= 
3 
3 
2 
3 


8B: 


Florida, Panama City_. 
Florida, Tampa 

Georgia, Atlanta 

Georgia, Chamblee 

Georgia, Columbus... 
Mississippi, Jackson. 
North Carolina, Charlotte 
North Carolina, Fayetteville 
North Carolina, Raleigh 
South Carolina, 
South Carolina, Greenville 


4 Denotes less than 0.05 percent. 


ooo 


32555233333 335522522323: 


eww 


SON MSAK 


[Preliminary] 
| Total | Total 
Med- 
| ileal 
only 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
agies 100.0 
100.0 
100.0 
100.0 
-----| 100.0 | 
) ‘ 
} 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
= beaks 100.0 
100.0 
100.0 
100.0 
100.0 


TABLE 2.—Percent of accumulative registrants examined, found acceptable, and not 
acceptable by principal disqualifying cause on preinduction examination at the 
Armed Forces examining stations, by Army area and examining station, United 
States and Territories, August 1961—September 1963--Continued 


Found not acceptable by principal 
Teta Total disqualifying cause 
Area and examining station exam- accept 
min- 
ab Total | istra- ical 
tive | °™Y |medical| only 

Third Army Area—Continued 
Tennessee, 100.0 51.4 3.2 8.4 
Tennessee, Knoxville... ___.....-.-- 100.0 56.8 43.2 .6 25.9 6.0 10.7 
Tennessee, Memphis.. 100.0 52.1 47.9 34.5 4.0 9.4 
Tennessee, Nashville... 100.0 58.2 41.8 25.9 4.0 11.4 
Pa 100.0 62.9 37.1 .4 23.3 3.4 10.0 
Arkansas, Little Rock...............- 100.0 54.3 45.7 3 30.9 4.4 10.1 
Louisiana, New Orleans... -......--- 100.0 51.8 48.2 3 38.3 3.0 6.6 
Louisiana, Shreveport... .___.-....-- 100.0 45.0 55.0 1.0 37.9 6.7 9.4 
Nex Mexico, Albuquerque... 100.0 62.2 20.7 4.6 12.5 
Oklahoma, Oklahoma 100.0 74,1 25.9 11.4 2.2 11.7 
100.0 78.2 21.8 4 11.4 1.3 8.7 
pe eee 100.0 72.4 27.6 .4 9.6 1.5 16.1 
Texas, Corpus Christi... -.........-- 100.0 30.3 39.7 5 24.8 3.9 10.5 
100.0 70.8 29.2 14.1 3.3 11.7 
100.0 64.0 36.0 1.4 20.6 4.1 9.9 
100.0 70.4 29.6 20.4 1.8 7.3 
Texas, San Antonio. -......-...-..-. 100.0 63.0 37.0 .6 22.8 3.2 10.4 
100.0 75.0 25.0 6.3 1.3 16.7 
Colorado, Denver. ..............----- 100.0 71.6 28.4 2.7 5.5 1.8 18.4 
100.0 71.0 29.0 8.7 1.3 18.4 
Indiana, Indianapolis- 100.0 76.6 23.4 1.5 7.2 13.5 
100.0 78.2 21.8 .6 2.8 9 17.5 
Michigan, Detroit ..............-...- 100.0 74.9 25.1 -8 7.1 1.8 15.4 
Michigan, Escanaba. -.--.-.-.-....-- 100.0 80.0 20.0 3 7.2 8 11.7 
Minnesota, Minneapolis. 100.0 79.8 20.2 2.4 17.0 
Missouri, Kansas City.._...........--..- 100.0 79.5 20.5 9 6.9 .8 11.9 
100.0 75.3 24.7 7.5 1.8 15.1 
Nebraska, 100.0 79.8 20.2 2.4 .6 16.7 
North Dakota, Fargo. _-..........--- 100.0 76.8 23.2 () 4.1 10 18.1 
South Dakota, Sioux 100.0 81.3 18.7 3.1 14.8 
Wisconsin, Milwaukee. -----.--....-- 100.0 70.2 29.8 8 3.7 14 23.9 
100.0 70.6 29.4 1.7 7.1 1.4 19.2 
100.0 61.4 38.6 17.0 2.4 18.7 
California, Fresno.............-.---.-- _ 100.0 67.4 32.6 3.0 11.3 2.6 15.7 
California, Los Angeles___._-.._- FB 100.0 69.1 30.9 3.1 7.9 14 18.5 
California, San Francisco-_____..-.-..- 100.0 65.3 34.7 1.6 9.0 1.8 22.3 
Oe 100.0 75.4 24.6 11 3.9 11 18.5 
100.0 77.5 22.5 -6 2.6 .4 18.9 
100.0 78.8 21.2 -4 3.5 14.6 
Washington, 106.0 75.4 24.6 .6 3.0 9 
Washington, 100.0 80.5 19. 5 9 2.5 .6 15.5 
Outside continental United States... 100. 0 29.1 70.9 56.0 9.4 5.1 
100.0 65.8 34. 2 1 10.2 3.5 20.4 
100.0 52.3 47.7 38. 2 4.2 4.8 
100.0 61.9 38.1 3.5 12.4 2.8 19.4 
100.0 25. 2 74.8 1 60.9 10.1 3.7 


1 Denotes less than 0.05 percent. 
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TABLE 3.—Percent 
found not accept 
at the Armed Forces examining stations, 


e distribution of accumulative registrants examined who were 
e by principal disqualifying cause on preinduction examination 


Army area and examining station, 


United States and Territories, August 1951-September 1953 


[Preliminary] 


Area and examining station 


Found not acceptable by principal 
disqualifying cause 


Admin- 
istra- 
tive 


—_ 


Medi- 
eal 
only 


AFQT 
only 


modi ical 


United States and Territories 
United States continental 


First Army Area 
Connecticut, Hartford 


> gor 


Maine, Portland 
Massachusetts, Boston 
Massachusetts, Springfield 
New Hampshire, Manchester 
New Jersey, Camden____-_- 
New Jersey, Newark 
New York, Albany 

New York, 
New York, Buffalo 
New York, New York City 
New York, Rochester 

New York, Syracuse 

Rhode Island, Providence__- 
Vermont, Burlington 


Delaware, Wilmington 
Kentucky, Ashland 
Kentucky, Corbin 
Kentucky, 
Kentucky, Louisville 

Kentucky, 
Maryland, Baltimore 

Ohio, Canton. 

Ohio, Cincinnati_ 


Pennsylvania, Altoona- 
Pennsylvania, Erie_____. 
Pennsylvania, Harrisburg 
Pennsylvania, Philadelphia. 
Pennsylvania, Pittsburgh _- 
Pennsylvania, Wilkes-Barre. 
Virginia, Alexandria 
Virginia, Bristol 

Virginia, Richmond -- 
Virginia, Roanoke.___. 
West Virginia, Beckley. 
West Virginia, Charleston 
West Virginia, Fairmont 
West Virginia, Martinsburg 


Third Army Area 
Alabama, Birmingham_ 
Alabama, Gadsden __. 
Alabama, Mobile.. 
Alabama, Montgomer 
Florida, Jacksonville 
Florida, Miami 
Florida, Panama City. 


? Less than 0.05 percent. 
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Tas.Le 3.—Per 2 distribution of accumulative registrants examined who were 
found not acceptable by principal disqualif, ing cause on preinduction examination 
at the Armed Forces examining stations, by Army area and examining station, 
United States and Territories, August 1951-September 1958—Continued 


Found not acceptable by principal 
disqualif fying cause 


Area and examining station Admi AFQT| Medi 
min- 
istra- cal 


and 
medical only 


tive 


Third Army Area—Continued 
Florida, Tampa 
Georgia, Atlanta 
Georgia, Chamblee 
Georgia, Columbus 
Mississi Jackson 
North Carolina, Charlotte 
North Carolina, Fayetteville 
North Carolina, Raleigh 
South Carolina, Columbia 
South Carolina, Greenville. 
‘Tennessee, Chattanooga 
Tennessee, Knoxville 
Tennessee, Memphis. 
Tennessee, Nashville 


Fourth Army area__.____- 
Arkansas, Little Rock - 
Loulsiens, New 


8 


ASCH H WA ASCP WON wads 


35333555525 


Texas, Corpus 
Dallas 


Michigan, Detroit 
Michigan, Escanaba 
Minnesota, Minneapolis. 
Missouri, Kansas Cit 
Missouri, St. Louis 


North Dakota, Fargo 
Wisconsin, Milwaukee 


Sixth Army Area 
Arizona, Phoenix 


3333333353535 


California, Los Angeles 
California, San Francisco 


BENSSSSSSASRN 


33333335 8 


8 3333 
o 


NSE 


Noro 


333383 
show 
SERB 


Source: Table 1. 


5 
5 
0 
5 
7 
5 
8 
6 
4 
0 
7 
New 100.0 |...__.- 1 
Oklahoma, Oklahoma City.............--..-.-.----..-----| 100.0 3 3 
3 2 
2 9 
} 3 0 
7 0 
Outside United States, continental. 
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Taste I.—Accumulative number of registrants given induction examination, 
accepted, and not accepted by principal disqualifying cause at the Armed Forces 
induction stations, by Army area and induction station, United States and Terri- 
tories, December 1951—September 1953 


[Preliminary] 
Not accepted by principal disqualifying . 
cause 
be d| Total 
examine ota 
Area and induction station or in- | accepted pear AFQT 
spected Total | istrae | AFQT| and | Medi- 
tive only! | medi- jcal only 
eal ! 
United States and Territories_-._......_- 841,680 | 792,314 | 49,366 | 4,831 | 10,960 1,67] 32,008 
United States Continental. 820,647 | 772,943 | 47,704 | 4,494 10,478 | 1,466 | 31, 266 
153, 265 145, 721 7, 544 592 1, 605 206 5, 141 
Connecticut, New Haven -_._..-..._- 10, 803 10, 199 604 34 28 6 53h 
2,107 2,031 76 22 2 44 
Maine, Fort Williams................ 3,096 2, 948 148 32 6 3 107 
Massachusetts, 16, 508 15, 925 583 44 504 

Massachusetts, Springfield__....____- 4, 555 4,395 160 14 4 1 141 
New Hampshire, Manchester..__.._- 3,075 3, 008 2 a 62 
New Jersey, Camden 2..............- 101 100 1 
New Jersey, Newark... 25, 447 24, 648 579 
New York, Binghamton 2_.__________ 39 34 5 
New 12, 527 12, 231 215 
New York, New York City_.........| 56,305 52, 244 2, 345 
New York, Rochester 35 2 
New York, Syracuse 7, 792 7,519 225 
Rhode Island, Providence-. 3, 891 3, 815 74 
Vermont, Burlington 2. 2 
Second Army Area. .......-.-.....--..-- 169,119 | 160,907 | 8,212 804} 1,165 196 6, 047 
Delaware, Wilmington ?_.... 98 9 s 1 
Kentucky, 7, 630 7,129 501 13 485 
Kentucky, Corbin 106 101 5 3 
Kentucky, Lexington 2____- 134 132 2 1 
Kentucky, Louisville... 7, $31 7,113 518 52 146 9 311 
Kentucky, Owensboro *___. 2,110 1, 995 115 oc) 12 1 93 
Maryland, Baltimore -.-.-.- 3 9, 630 9, 216 414 46 84 15 269 
Ohio, Canton 1, 455 1, 430 16 
Ohio, Cincinnati. _- ¥ 8, 069 560 118 52 16 374 
Ohio, Cleveland... a 14, 237 13, 559 678 65 108 5 500 

I cuhacncasencsecse=s 6, 840 6, 554 286, 19 34 4 229 : 
4, 667 4, 498 169 15 18 5 131 
Pennsylvania, Erie ?__.__- 55 50 5 
Pennsylvania, Harrisburg-.--......-- 13, 631 13, 259 372 8 4 360 
Pennsylvania, Philadelphia--____----- 23, 212 21, 807 1, 405 31 138 58 1,178 
Pennsylvania, Pittsburgh. 28, 421 27,671 750 41 34 8 667 
Pennsylvania, 7, 284 7, 037 247 13 230 
Virginia, 8, 152 7,724 428 61 140 26 201 
Virginia, Richmond_-..- sacral 7, 837 7, 200 637 99 241 38 259 
Virginia, Roanoke... 7,826 7,150 676 142 109 7 418 
West Virginia, Beckley 4, 940 4, 722 218 35 25 4 154 
West Virginia, 4, 290 4,115 175 15 147 
West Virginia, Martinsburg 83 78 5 4 
102, 821 93,857 | 8, 964 870 | 3,693 427 3, 974 
Alabama, Birmingham $............- 3, 956 3, 602 354 31 164 26 133 
Alabama, Montgomery... .-.-.-......-- 11, 156 10, 657 499 34 171 269 
Florida, Jacksonville-_-_............-- 10, 275 ), 274 1, 001 47 457 ll 486 
4, 298 3, 854 444 245 34 157 
Florida, Tampa ? 44 40 4 
Georgia, Atlanta 5 4,072 3, 650 422 129 92 6 195 
Georgia, Chamblee 6_. 7, 986 , 351 635 28 355 30 222 
ia, Columbus 127 125 2 
Mississippi, Jackson_-- 7,028 6, 712 316 9 105 1 201 
North Carolina, Charlotte 13, 145 12, 199 946 188 472 27 259 
North Carolina, R: h 11, 538 9,941 | 1,597 736 123 665 
Carolina, Columbia... ....-- 7, 878 6, 1,091 215 442 79 355 


See footnotes at end of table, p. 660. 
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Tasie I.—Accumulative number of registrants given induction examination, 
accepted, and not accepted by principal disqualifying cause at the Armed Forces 
induction stations, by Army area and induction station, United States and Terri- 
tories, December 1951—September 1953—Continued 


Not accepted by principal disqualifying 
cause 


Total 
Area and induction station ere"? aro? 


spected 


an 
medi- 


Third Army Area—Continued 
Tennessee, Chattanooga ? 
Tennessee, 
Tennessee, Memphis 
Tennessee, Nashville 


Arkansas, Little Rock 
Louisiana, New Orleans. 
Louisiana, Shreveport 

New Mexico, Albuquerque... 
Oklahoma, Oklahoma C ty 
Texas, Abilene... 
Texas, Amarillo___. 

Tome Corpus Christi 7 


Zones! Si 


Fifth Army area. 


Colorado, Denver 

Mlinois, Chicago 

Indiana, Indianapolis................ 
Iowa, Des Moines 

Michigan, Detroit 

Michigan, Escanaba ? 

Minnesota, Minneapolis _ 

Missouri, Kansas C 

Missouri, St. 
Nebraska, Omaha 

North Dakota, Fargo 

South Dakota, Sioux Falls 
Wisconsin, Milwaukee... .........- 


Sixth Army Area. 


Arizona, Phoenix 

California, Fresno 

California, Los 
California, San Francisco 

Idaho, Boise 

Montana, Butte_-.-. 

Oregon, Portland _ 

Utah, Fort Douglas_- 

Washington, 
Washington, Spokane. 


Outside continental United States... ..-.- 


! Excludes data for December 1951. 

2 Includes data for the period December 1951 through fonuees only. 

3 Includes data for the period December 1951 through May 1 

4 Includes data for the period December 1951 through February 1952 only. 

5 Includes data for the period December 1951 through September 1952 only. 

* No report received for the period December 1951 t gh September 1952. 

T Includes data for the period December 1951 through August 1953. 

* No report received for months of December 1951 and January 1952. Report received for the month of 
February 1952 but no activity reported. No report apparently called for the month of March 1952. Report 
cepaived for the months of April 1952 through April 1953, but no activity reported. Ist date reported May 
1 


Source: DA-AGO Form 316. 


| | 
Total only ! leal only 
cal | 
8, 110 7,414 696 59 221 384 
5, 054 5, 458 496 14 134 332 
7,147 6, 687 460 29 99 315 ‘ 
| 
Fourth Army 70,71 73,035 | 6,746 640 | 1,834 3, 973 
ee ee 10, 383 9, 196 1, 187 92 439 626 
peers 6, 646 6, 043 603 38 229 312 
SEI 5, 454 5,019 435 55 14 364 
439 2,179 260 60 43 154 
Sees 788 12, 851 937 68 144 706 
043 3, 679 364 33 78 247 
389 3, 121 268 33 63 163 
ae ae 592 2,421 171 29 26 115 
ale és 029 12,009 | 1,020 93 292 482 
221 1,990 231 22 112 78 
533 9, 727 806 74 237 475 
Texas, San Antonio.................- 5, 264 4, 800 464 43 157 13 251 
| | 769 | 1,128 182 7, 846 
7, 327 6, 925 402 27 6 1 368 
| 45,912 42,740 | 3,172 292 456 69 2, 385 
19, 673 19, 038 635 7 108 16 434 
| 13,256 12, 851 405 7 19 5 374 
| 38, 126 37,089 | 1,037 29 203 46 759 
46 40 6 © 1 
19, 537 18, 901 636 44 589 
| 21, 754 20, 702 1, 052 110 lll 7 824 
28, 771 27,736 | 1,035 46 173 25 791 ‘ 
12, 824 12, 432 392 17 18 4 353 
6, 162 5, 941 221 19 5 3 194 
6, 979 6, 784 195 ll 1 1 182 ; 
18, 536 17, 799 737 85 25 5 622 
a 70,445 | 6,313 819 | 1,053 156 4, 285 
3, 093 2, 767 326 18 138 17 153 
5,615 5, 140 475 42 117 16 300 
25, 474 23,036 | 2,438 319 458 58 1, 603 
18, 414 16,467 | 1,947 351 256 49 1, 291 
2, 089 2, 009 80 2 eet ye 75 
| 2, 432 2,317 115 12 10 2 91 
} 5, 818 5, 560 258 14 15 3 226 
, 4, 880 4,742 138 22 10 1 105 
6, 763 6,317 446 30 37 9 370 
2, 180 | 2, 090 90 9 9 1 71 
2) 33 19,371 | 1,662 337 482 101 742 
3, 200 3, 109 91 22 | 14 46 
14,699 | 1,512 315 464 89 644 
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TaBLE II.—Percent of accumulative registrants given induction examination, ac- 
cepted, and not accepted by Seincigth disqualifying cause at the Armed Forces 
induction stations, by Army area and induction station, United States and Terri- 
tories, December 1951- —September 1953 


[Preliminary] 


| Not accepted by peinaipel disqualifying 


Total 

examined) ota 

Area and induction station or in- | accepted | ; AFQT | 

spected ar and | Medi- 

medi- |cal only 
eal 


United States and Territories. 
United States continental 


nue 


First Army area 
Connecticut, Hartford 
Connecticut, New Haven-- 


FE 


Maine, Fort Williams 
Massachusetts, Boston. 
Massachusetts, Springfield. 
New Hampshire, Manchester 
New Jersey, 
New Jersey, Newark 

New York, Albany. 
New York, Binghamton. 
New York, Buffalo 
New York, New Y ork City q 
New York, Rochester 

New York, Syracuse... 
Rhode Island, Providence- 
Vermont, Burlington__- 


Delaware, Wilmington .- 
Kentucky, Ashland 
Kentucky, Corbin 
Kentucky, Lexington... 
Kentueky, Louisville 
Kentucky, Owensboro 
Maryland, Baltimore 
Ohio, Canton 
Ohio, Cincinnati 
Ohio, Cleveland 


Ohio, Toledo 

Pennsylvania, Altoona. 
Pennsylvania, Erie 
Pennsylvania, Harrisb 
Pennsylvania, Philadelphia 
Pennsylvania, Pittsburgh 
Pennsylvania, Wilkes-Barre 
Virginia, Alexandria 


Virginia, Richmond.._-_ 
Virginia, R 

West Virginia, Beckley _ 
West Virginia, Charleston. 
West Virginia, Fairmont 
West Virginia, Martinsburg 


Third Army area 
Alabama, Birmingham 
Alabama, Montgomery - - 
Florida, Jacksonville 
Florida, Miami 
Florida, Panama City__.. 
Florida, Tampa 
Georgia, Atlanta 
Georgia, Chamblee 
Georgia, Columbus 
Mississippi, Jackson _- 
North Carolina, Charlotte. ____ 
North Carolina, Fayetteville__ 
North Carolina, Raleigh 
South Carolina, Columbis. -. 
South Carolina, Greenville... 
Tennessee, Chattanooga__- 
‘Tennessee, Knoxville. 
‘Tennessee, Memphis... 
Tennessee, Nashville 


1 Denotes less than 0.05 percent. 


ne 


SS! 


=: 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100. 0 | 
100. 9 
100.6 | 
100. 0 
100.0 
100.0 
se 100.0 
ce 100. 0 
100.0 
100.0 
109.0 
| 100.6 
160.0 
) 100. 0 
100.0 
100.0 
100.0 
100.0 
| 100.0 
100.0 
Ohio, Columbu 100.0 
100.0 | 
100.0 | 
100.0 
100.0 | 
100.0 
100.0 
100.0 
Brist 100.0 | 4.5 
) 100.0 | 1. 
100.0 | | 
100. 0 | |------ 
100. 0 | 
| } 
4 
100.0 | 
100.0 I 
100. 0 
100.0 
100.0 | 
100. 6 
190.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
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Tasie II.—Percent of accumulative induction examination, ac- 
cepted, and not accepted by princip disqualifying cause at the Armed Forces 
induction stations, by Army area and induction station, United States and Terri- 
tories, December 1951-September 1953—Continued 


Not accepted by principal disqualifying 
cause 
Total 


examined 


Area and induction station AFQT 


Admin- 
spected ire AFQT)| an Medi- 
only cal only 
eal 


Fourth Army Area 
Arkansas, Little Rock.. 
Louisiana, New Orleans 
Louisiana, Shreveport 
New Mexico, Albuquerque. 
Oklahoma, Oklahoma 
Texas, Amarillo 
Texas, Corpus Christi 
Texas, Dallas 


= 


PP 


=> 


eK 
COD 


ENW 


RON 


Minnesota, Minnea 
Missouri, Kansas C 
Missouri, St. Louis 
Nebraska, Omaha 

North Dakota, Fargo 
South Dakota, Sioux Falls 
Wisconsin, Milwaukee 


Sixth Army area 
Arizona, Phoenix 
California, Fresno 
California, Los Angeles 
California, San Francisco 
Montana, Butte 
Oregon, Portland 
Utah, Fort Douglas 
Washington, Seattle 
Washington, Spokane 


United States, continental... 


=> 


o errr . 


2 
95.8 
94.5 
93.1 
96.8 
96.9 
97.3 
87.0 
96.7 
95, 2 
96.4 
96.9 
96.4 
97.2 
96.0 
91.8 
89.5 
91.5 
90. 4 
89.4 
96.2 
95.3 
95. 6 
97.2 
93. 4 
95.9 
92.1 
93.2 
99.0 


on, Bron 


3538 
NN 


1 Denotes less than 0.05 percent. 
Source: Table I. 


| 
100.0 
100.0 
} 100.0 
} 100.0 
| 100.0 
| 100.0 
100.0 
| 100.0 
100.0 
100.0 
100.0 
100.0 
Illinois, 100.0 
Indiana, Indianapolis. 100.0 
Iowa, Des Moines.................... 100.0 | 
100.0 
Michigan, Escanaba... ..............- 100.0 | 
100.0 
100.0 1) 
4) 
100.0 | 
| 100.0 
| 100.0 3 
100.0 -2 
100. 0 3 
100.0 | 
100.0 | 
100.0 3) @ 
100.0 | @) 
100. 0 .6 
100.0 @® 
100.0 nial 
' 100.0 -4 3 
100.0 9 2.9 -5 


TaBLeE III.—Percentage distribution of accumulative registrants given induction 
examination who were not accepted by principal disqualifying cause at the Armed 
Forces induction stations, by Army area and induction station, United States and 
Territories, December 1951—September 1953 


{Preliminary} 


Not accepted by principal 
disqualifying cause 


Area and induction station 


Admin- 
AFQT 
istra- only 


tive 


United States and Territories 
United States continental 


First Army Area 
Connecticut, Hartford 
Connecticut, New Haven__. 
Maine, Bangor 
Maine, Fort Williams 
Massachusetts, Boston 
Massachusetts, Springfield. 
New Hampshire, Manchester. 
New Jersey, Camden.__-- 
New Jersey, Newark 
New York, Albany. 
New York, Binghamton__. 
New York, Buffalo 
New York, New York City. 
New York, Rochester 
New York, Syracuse... 
Rhode Island, Providence 
Vermont, Burlington 


8S 
eo ow 


am 


no 
Se 


B AF 


Second Army Area 
Delaware, Wilmington 
Kentucky, Ashland 
Kentucky, Corbin___-.-- 
Kentucky, Lexington___. 
Kentucky, Louisville. __- 
Kentucky, Owensboro... 
Maryland, Baltimore____ 
Ohio, Canton 
Ohio, 
Ohio, Cleveland 
Ohio, Columbus 
‘Ohio, Toledo 
Pennsylvania, Altoona 
Pennsylvania, Erie 
Pennsylvania, Harrisburg 
Pennsylvania, Philadelphia 
Pennsylvania, Pittsburgh 
Pennsylvania, Wilkes-Barre 
wee Alexandria 


ee ot 


Virginia, Roanoke 

West Virginia, Beckley 
West Virginia, Charleston 
West Virginia, Fairmont 
West Virginia, Martinsburg 


FSS! Bescon: 


Alabama, Montgomery--.- 
Florida, Jacksonville. 
Florida, Miami 

Florida, Panama City 
Florida, Tampa 

Georgia, Atlanta____. 
Georgia, Chamblee 

Columbus 
Mississippi, Jackson 
North Carolina, Charlotte 
North Carolina, Fayetteville 


Bp 
oD 


B= 


nessee, Chattanooga 
‘Tennessee, Knoxville 
Tennessee, Memphis 
Tennessee, Nashville 


| 
| AFQT Medi- 
Total } and cal 
jmedical only 
1 
3 
t 
) 
North Carolina, Raleigh__.....................-...........| 100.0 46 46.1 7.7 || 
South Carolina, Colurobia 100.0 19.7 40.5 


Tasie III.—Percentage distribution of accumulative registrants given induction 
examination who were not accepted by principal disqualifying cause at the Armed 
Forces induction stations, by Army area and induction station, United States and 
Territories, December 1951—September 1953—Continued 


Not acceptable by principal 
disqualifying cause 


Area and induction station nam 
AFQT | 
only a. 


Fourth Army Area 
Arkansas, Little Rock 


Benes 


New Mexico Albuquerque 
Oklahoma, Oklahoma City 


Senses 


SNOW ND 


Michigan, Detroit 
Michigan, Escanaba 
Minnesota, Minneapolis 
Missouri, Kansas City 
Missouri, St. Louis 
Nebraska, Omaha 

North Dakota, Fargo 
South Dakota, Sioux Falls 
Wisconsin, Milwaukee 


Sixth Army Area 
Arizona, Phoenix. 
California, Los Angeles 
California, San Fran 
Idaho, 
Montana, Butte 
Oregon, Portland 
Utah, Fort Douglas 
Washington, Seattle 
Washington, Spokane 


od 


w 


~ 


SS 


PR 
com 


8 


83353 


.0 
100. 
100. 0 


Armep Forces PREINDUCTION AND INDUCTION EXAMINATION REJECTION RATES 
FoR REGISTRANTS, NOVEMBER 1953 aNp SeLecrep Dares (PRELIMINARY) 


Preinduction rejections at Armed Forces examining stations during November 
1953: A total of 25,782 registrants were reported as examined at Armed Forces 
examining stations, of whom 9,405 were found unacceptable, or 36.5 percent 
of those examined. 

Accumulative preinduction rejections at Armed Forces examining stations 
since Korea: During the months of July 1950 through November 1953, a total 
of 3,603,796 registrants were examined at Armed Forces examining. stations, of 
whom 1,288,785 were found unacceptable, or 35.8 percent of those examined. 

Accumulative preinduction rejections at Armed Forces examining stations 
since September 1948: During the months of September 1948 through November 
1953, a total of 3,826,253 registrants were examined at Armed Forces examining 
fens | of whom 1,441,889 were found unacceptable, or 37.7 percent of those 
examined. 


| Medi- 
cal 
only 
— | 
| | 
| 
Outside United States continental 
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Rejections on examination at Armed Forces induction stations during Novem- 
ber 1953: A total of 25,140 registrants were reported as given physical inspection 
or “complete examination” at the time of delivery for induction at the Armed 
Forces induction stations, of whom 1,676 were found unacceptable, or 6.7 percent 
of those inspected. 

Accumulative rejections on examination at Armed Forces induction stations 
since Korea: During the period July 1950 through November 1953, a total of 
1,746,518 registrants were given physical inspection or “‘complete examination” 
at the time of delivery for induction at the Armed Forces induction stations, of 
whom 86,350 were found unacceptable, or 4.9 percent of those inspected. 

Accumulative rejections on examination at Armed Forces induction stations 
since November 1948: During the period November 1948 through November 
1953, a total of 1,778,318 registrants were given physical inspection or “complete 
examination”’ at the time of delivery for induction at the Armed Forces induction 
— of whom 88,021 were found unacceptable, or 4.9 percent of those 
inspected. 

tate differences in rejection rates: Attached table 1 presents the rejection 
rate of registrants examined at Armed Forces examining stations separately for 
each State for the month of November 1953, and accumulative for selected dates. 
Table 2 presents the rejection rate of registrants forwarded for induction at 
Armed Forces induction stations, for each State, for the month of November 
1953, and accumulative for selected dates. 


TABLE 1.—Preinduction rejection rates of registrants examined at Armed Forces ex- 
amining stations during November 1953, and accumulative for selected dates 


[Preliminary] 


United States Territories. 
States continen- 


y 
New York (except New 
York City) 
North Carolina 
North Dakota 
Ohio 


| 


SH DOW eK 


SSIS 


COW SANK 
BERR S 
MOUS ~1 


1 No preinduction examinations conducted during September 1948, February through April 1949 except 
delinquency cases and holdovers, and May 1949 through June 1950. 

2 Preinduction examinations began in November 1951. 

+ Preimduction examinations began in October 1951. 


j 
July Sep- July Se 
No- tember No- 
vem- o- 1948- vem- 1918- 
State ber vem- | Novem- State ber vem- |Novem- 
1953 ber ber 1953 ber 
1953 1953! 1953 1 
| 
Connecticut 
District of Columbia-.._- 
Kentucky 
Massachusetts. _..-...... 
Michigan. 


TABLE 2.—Induction rejection rates for registrants delivered for induction to Armed 
Forces induction stations during November 1953, and accumulative for selected. 
8 


Novem- 
July ber 
1950- 
Novem- 
ber 1953 


United States and Ter- 
ritories New Jersey......- 

New Mexico 

New York City__. 

New York (except New 
York City 


~ 


Virginia 
Washington 


Maryland 
Massachusetts. 


Puerto Rico. 
Virgin 


1 No induction examinations were made during February through June 1949 except delinquency cases and 
holdovers, and July 1949 through July 1950. 
2 Induction examinations began in January 1952. 


Nore.—A zero denotes “None rejected,” 
EXPENSES OF LOCAL BOARDS 
RENT 


Mr. Puiturrs. You have reduced your rent materially. I do not. 
understand that. 

General Hersuey. | would rather have Colonel lliff answer that. 
p> ay ae I think the General Services is picking up more of the 
checks. 

Mr. Purturps. We have been trying to suggest to you that duri 
all the war years practically any county in the United States went 
give you free rent. 

Colonel Iuirr. We are losing what free rent we have gradually. 
We still have something over 25 percent of our people in free quarters. 
However, General Services are picking up the checks for, or at least 
they are budgetin for, $309,000. : 

Mr. PHIuiPs. nasal Services, in another appropriation, is budget- 
ing for you $309,379, and you are dropping off $292,800, which I think 
may be a good idea if that is all we gave the General Services. They 
ought to be budgeting less rather than more. 

eneral Hersey. They may be picking up some we got for 
nothing, too. 


(Preliminary) 
| 
Novem- | 
N Novem 
‘ovem-| 1 -| 
Btate ber 1953| Novem-| Novem- State ber 1953} 
ber 1953) ber 
1953 ! | | 1953 ! 
District of Columbia___.- 
Mississippi. 


667 


Colonel Itirr. Under this arrangement, they were picking up 
specifically places that amounted to $309,379. However, we are 
gradually losing some of our rent-free places that we have to pick up 
the rent on. And in project 30, which is represented here, on page 
45, you will see what has happened to our rents, from 1952, 1953, and 
the estimate for 1954. 

Mr. Puiuurps. You jumped from $291,845 in 1952 to $323,725 in 
1953, to $370,000, estimated, for 1954, and then dropped to $87,000 
in 1945, which is actually less than the difference I showed there. 

Colonel Itirr. Well, this is just project 30, you see. 

General Hersuny. Local boards. 

Colonel Iuirrr. That is what the principal part of our rent is. But 
this is based on our experience in what we lose in the way of rent-free 
space. 

PENALTY MAIL 


Mr. Puiturps. The amount of the increase in postage is not an 
abnormal amount, with the increase in the number of inductees that 
you expect to write letters to. 

General Hersuey. We are in a very embarrassing situation, because 
we have about 15 million possible people to write to us that we ought 
to hear from, and most of them are people that, when we tell them to 
write us, that we must hear from them, we have to send an envelope 
to bring back their answer, because we can’t try them later for not 
having any money. And here we are, a relatively small agency, with 
15 million possible correspondents. I don’t see any way of running 
our business the way we do without being involved in postage way 


beyond what, serene o> the size of us, you would think we ought to 


have. But the trouble isn’t determined by how large we are. It is 
how our registration is. 


CONTRACTUAL SERVICES 


Mr. Puruuies. You have an item of $400,000 for contractual serv- 
ices, which it seemed to the committee might have been reduced. Why 
do you keep that at a $400,000 level? Is that for student testing? 

olonel Itirr. That is student testing. And these are the boys that 
are now taking student selienidantet, on see, the freshmen had no 
examination. “They are examined as freshmen. And these are the new 
crop that comes along every year for the examinations to get the 
qualification test. 

Mr. Jonas. Do you pay these colleges? 

Colonel It1rr. Well, it is done on a contract. 

General Hersuey. And it is a nonprofit organization. 

General Renrrow. The Educational Testing Service of Princeton, 
New Jersey, a nonprofit organization, handles the entire testing of 
these students. We have nothing to do with them at all, except to pa 
them. That isn’t Princeton University. It is Princeton, iS J. tt 
is in the same town. 

Mr. Puiuuips. I think there should be something more in this 
record somewhere indicating the reasons for 420,000 inductees for the 
next fiscal year, other than just a statement on your part that the 
Bureau of the Budget gave you that figure. It does not sound 
reasonable to us, with the end of the Korean war, and a reduction in 
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the apparent need for men in the Armed Forces, to turn around and 
take in 52 percent more people. The Members of Congress are going 
to have to explain this to their constituents at home, and I don’t 
think they will be satisfied with just the fact that the Bureau of the 
Budget wanted more men. What can you get for us? 

(The information requested is as follows:) 


STATEMENT OF Basis OF REQUIREMENT OF INDUCTION NEEDS 


Induction of 587,394 in fiscal year 1951, during which time the Armed Forces 
were increasing by approximately 1,700,000, was followed in fiscal year 1952 by 
induction of 380,973 with an increase in the Armed Forces of approximately 
375,000. The term of service for inductees being 2 years, the inductions in fiseal 
year 1953 rose to 561,157 as replacements for those being released. Fiscal year 
1954 is again a low year to replace those inducted in 1952. ‘The number of 420,000 
in the estimate for 1955 is higher because the replacements are for those who went 
in during the large induction year of 1953; would have been s»me 200,000 more 
if there had not been a cut in the strength of the Army. The figure of 420,000 is 
the one used by the Bureau of the Budget, as shown in the attached letter. 


Executive OFrFrice oF THE PRESIDENT, 
BuREAU OF THE BupGeEt, 
Washington 25, D. C., November 25, 1958. 
Maj. Gen. Lewis B. Hersuey, 
Director, Selective Service System, 
Washington 25, D. C. 

My Dear Generat Hersney: Your budget estimate for the fiscal year 1955 
and the information presented by your representatives from the Selective Service 
System have been given careful analysis. The President has approved the in- 
clusion in the budget of the following recommendation for your agency’s appro- 
priation: Salaries and expenses, $31,500,000. 

This amount includes $4,154,000 for the travel of selectees which will be ade- 
quate to provide for calls of an assumed 420,000. The amount recommended 
also includes $92,500 as a limitation for the National Selective Service Appeal 
Board and $205,000 as a limitation for the National Advisory Committee on the 
Selection of Doctors, Dentists, and Allied Specialists. 

Members of the Bureau of the Budget staff will communicate with your budget 
officer concerning the appropriation text, the narrative statement, and other 
details relating to the above amount. Please have your budget officer revise the 
details for 1955 in the schedules of obligations to agree with the approved esti- 
mate. In addition, obligations or other transactions reported for 1954 should be 
revised, if necessary, to reflect significant changes in your financial plans. It will 
not be necessary to prepare new green sheets or narrative statements unless it is 
impracticable to make revisions on the original presentation. The revised sched- 
ules should be returned not later than December 1, 1953 

The recommendations of the President, the estimates submitted, and any other 
information used in the formulation of these recommendations are to be kept 
confidential until the budget — is presented to Congress, except that in 
those cases where the Bureau of the Budget releases estimates to the committees 
on appropriations prior to that time, the estimates may be discussed with members 
and staffs of those committees. In such cases the agency will be advised before 
the estimates are released. 

Sincerely yours, 
J. M. Donag, Director. 


General Hersuey. Well, obviously, one thing we can do is to 
explain why this year is different from last year, regardless of what 
happens. And, of course, the next thing is that the Korean war has 
not caused as much change in the size of the Armed Forces up to date 
as many people, I think, attribute to it. And we were in a bad 
position all last summer, after the thing quieted off in Korea, to be 


engaged in trying to build armed forces that were only a hundred 
thousand or two or three down from what they had ever been. At the 
present time, I may be wrong, but I think there are 3,400,000 people 
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in % Armed Forces. And that is only 200,000 down from the very 
peak. 

Mr. AnprEws. What is the size of the Army, General? 

General Renrrow. One million-four. And Dr. Hannah said today 
that in 1957 the entire force would be down to 2.8-something, in 1957. 

Mr. AnDREws. What did you say the total strength was? 

General Renrrow. About one million-four. 

General Hersuey. I heard Dr. Hannah on the program Youth 
Wants to Know, and having, I think, been caught 2 or 3 times, he said, 
“T am not talking about what the strength is today or tomorrow. I 
am talking about 1957.”" Because so many times when somebody has 
said something about the strength coming down, they figure, “Well, 
it must be going right down.”’ 

Mr. Patties. How many men that have been inducted into the 
service, through selective service, are presently doing clerical work in 
the Pentagon and elsewhere that could be done just as effectively if 
not more so by civilian employees? 

General Hersuey. I am flattered at being asked, and I am em- 
barrassed at being compelled to say that I don’t know. 

Mr. AnprRews. Once you induct them, you lose control over them, 
don’t you? 

General Hersuey. I never see them much after they leave the 
induction station, until they come back. 


ROTC PROGRAMS 


Mr. Putuuips. I think all members of this committee have been 
receiving mail from students who went presumably into the ROTC 
as a result of a definite statement on the part of the Army that if they 
took certain courses or did certain work, they would then eventually 
be taken into the Armed Forces with a commission. 

Am I right? 

General Hersuey. I have no business getting into this, Mr. Chair- 
man. But I am an old soldier, and I have been 4 years of my life on 
ROTC at Ohio State, 1923-27. I am very proud of it. I am very 
proud of the ROTC. And I am very disturbed with some of their 
behavior during the last 2 or 3 years. 

Mr. Parures. The ROTC’s behavior? 
aia Hersney. Yes, sir, plus the students. I will include them 

Mr. Puiuurps. I did not know whether you meant the Army. 

General Hersuey. Well, I have been bothered greatly by both. 
In the first place, I have been bothered by the Air Force and the 
Army allowing an occasion which would build great numbers, to carry 
them away. The Navy never raise their number of ROTC students 
because Korea came, and the result is that they haven’t any reductions 
to make. They didn’t go up, so they dida’t have to come down, and 
they kept their standards up. The Air Force, were caught with no 
ROTC, and, of course, they had to have one. And they did. They 
had them everywhere. Now they have to get out of there, because 
they didn’t have any idea of the product. They just got them be- 
cause the getting was good. 

So, having paid my respects to the Armed Forces, now let me 
proceed to take up the student. 


41872—54—pt. 1——-43 


670 


This student is a man who is a mature man, going to college. He 
could read a contract. He didn’t have to depend on what they told 
him. And therefore, if they told him that if he would sign a contract 
to take 2 years of advanced work beyond 2 years of basic work, he 
would be eligible for a commission—it didn’t say he was going to get 
it. And no one gets any sort of a job he doesn’t qualify for, and a 
fellow that knows as much as he ought to have known, ought to have 
known that he was competing. 

There are also some things I blame the Armed Forces for, but I am 
not excusing them, either. It is that he ‘would be deferred during 
that time.” And now that the deferment is running out, he is in the 
same position. If the Government had taken him in and fired him 
because they didn’t find him competent, it is no different than the 
Government taking on more people than they need. 

I don’t think that anyone ever told them that they were guaranteed 
a commission. I have even had men come to me who told me what 
the recruiter told them, and it was a whole lot more definite than 
these contracts. 

Of course, it was verbal, and you couldn’t prove it. 

But I am not as sypmathetic as I should be, because I have been 
compelled for 3 years to take men who didn’t go to college to take the 
place of these fellows who signed these contracts; and now, because 
the contract is running out, and because they don’t need as many as 
they thought they needed, he thinks the Government ought to give 
him a commission whether they need anybody commissioned or not. 

And I just simply say that a boy that is as smart as he ought to be 
should know this. 

COLLEGE DEFERMENT 


Mr. Anprews. As a matter of fact, has not this draft law been a 
poor-man’s law? The man whose father sent him to college did not 
- the risk of going to Korea; otherwise the fellow wound up in 

orea? 

General Hersuey. Well, there is another side to that. It was a 
poor-man’s war. Because most of the people out of that 550,000 or 
600,000 that were rejected are not always of the better classes. Be- 
cause the fellow who couldn’t have any school facilities and couldn’t 
learn anything didn’t go. The only fellows that got caught are those 
that always get caught, some of us lower middle-class people. We 
know too much to be ignorant, and we don’t know enough to be smart, 

Mr. AnpreEws. If a boy’s father was able to send him to college, 
he did not go in the draft, did he? 

General Hrersuey. I wouldn’t say that. 

Mr. Anprews. If he wanted to go to college, and his father was 
able to send him, could he be exempted? 

General Hersney. In the first place, he had to meet certain stand- 
ards. I will grant you they weren’t very high. 

Mr. AnpREws. Assuming he had sense enough to finish high school, 
what would keep him out? 

General Hersuey. I guess that states it pretty well. Of course, 
we had to, in the draft, try to justify our existence at any given time 
by saying we are absolutely fair at this moment to everybody. 
cause we aren’t. We aren’t fair to everybody. Because in the first 
place, if we were fair to everybody, we would take people at every 
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age, instead of the ages of 18% to 26. There is no equity in us. All 
we are doing is trying to go out in the name of the Government and 

ab what the Government wants that they can use the best, and it 
isn’t a matter of equity at all. 

On the other hand, over the long range, these boys are going to 
college, with very, very small percentages, are going to be in the ser- 
vices. The Korean war got over. Certainty nobody wants it to 
continue to get even with some of the people we perhaps wanted to 
get even with. But I think we had to run it on the basis of long range 
rather than figuring we have to get everybody. And you couldn’t 
have taken everybody even if we had come right down the line. 
Because we still have some left, which proves that after we got all 
we needed we still didn’t get all of them. 

Mr. Jonas. These boys that had ROTC experience—and I am 
asking you this so that you can help me in talking to some of them— 
What have they lost? 

General Hersuery. By going in? 

Mr. Jonas. Yes, 

General Hersuery. Well, you asked me a question I at one time had 
to pretty much answer in my own family. Because I had a person 
who had spent 3 years at an institution that we operate, and then 
they graduated him early, as they do with students, at times. And 
he said to me, “What did I get out of this 3 years?” 

I said, “If you are thinking about what you got, you have gotten 
all you should have, anyway. If you think getting a commission is 

oing to make you know any more, then, you didn’t do so well. But 
if you are going to determine that the things that were good, you 
have gotten, that is all right.” 

And these people going through ROTC have learned whether they 
get a commission or they don’t. 

Mr. Jonas. They are no worse off then they were before, are they? 

General Hersuey. They are 3 years better off, because as my friend 
from Alabama keeps gigging me, they have kept out of the significant 
thing of the past 3 years, which is the scrap in Korea. 

Mr. Pures. They have also had training, have they not, in 
military methods and strategy? 

General Hersuey. Well, | like to think so. 

Mr. Puiuures. They are offered a sergeantcy, are they not? 


COMMISSIONING OF ROTC GRADUATES 


General Renrrow. That is only the Air Force, Mr. Chairman. I 
think the Army is going to take all of their 1954 and 1955 graduates 
and commission them. I think the Air Force is the only one that 
indicated they wouldn’t commission all of them. 

Mr. Pures. Did they not turn around and offer these men a 


eantcy? 
ieaeel hebwew They said they would permit them to fe into 


the Air Force at noncommissioned grade and commission them) in 
2 years. 

We were in the middle of this fight over the question of whether the 
Army and the Air Force were not going to call any of these graduates 
in 1953, which they had contemplated not doing, which meant there 
were some 21,000 graduates, young men coming out of college, walking 
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the streets of our communities, where our local boards had to operate, 
with commissions, but not called to active duty, after having been 
to college for 4 years, most of which were during the shooting war. 

Mr. tupedes. Exempted from the draft? 

General Hersnry. Yes. Remember, that if a fellow gets his 
commission any old way and he doesn’t get called to active duty, we 
can induct him. But if he gets his commission through the ROTC, 
he can be on call forever, and we can’t touch him. That is why they 
are not going to give them their commissions, those fellows they can’t 
use in the Air Force, because they have to get some service out of 
them first. If they gave them their commissions first, we couldn’t in- 
duct them. Because the Congress has said if a man gets his commis- 
sion from ROTC, we just can’t take him. 

General Renrrow. In the agreement in Secretary Hannah’s office 
when this discussion came up, the Army said they would take all of 
the graduates this next year, all of them in 1953 and all in 1954. 
They thought by the reduction of the Armed Forces by 1955 they 
might not need 6,000 of the 19,000. We made no rgreement whether 
we would consider deferring those 6,000 beyond that time or not. 

Now, the Air Force didn’t want to take any of their 9,000, but they 
finally agreed to take all of their 9,000 in 1953, all of their 1954 
graduates that they commissioned, but they cut back on the com- 
missioning to those that they need, primarily men who fly or men 
who have special training in engineering, physics, or mathematics. 

Mr. Anprews. What is the Navy number, compared to 19,000 
and 9,000? 

General Hersnry. The Navy total is only 16,000. That is all 4 

ears. And the Navy ordered to active duty the men that graduate. 
here is no problem. 

General Renrrow. That includes the Holloway students, too. 

Mr. Corren. Gentlemen, I am very proud of the fact that I was 
one of your unpaid operators during World War II, so these questions 
I am about to ask you carry no insinuations that are not compli- 
mentary to your service. 


PERSONAL SERVICES 


On the green sheets on page 15, I note: “Chief legislative and 
liaison officer, salary $10,800.” What are his duties? 

General Hersuny. We take great pride, Mr. Cotton, that you did 
serve with us, and we are only sorry that we can’t get all of our help 
as good as you were, as inexpensively. 

ith that, I believe I should turn this over to Colonel! Franck, 
ae ‘he can explain in much better detail than I can the things 
e does. 

- Colonel Francx. We have the liaison with the Congress. We 
furnish information to Members of the Congress when called upon. 
Mr. Jonas. You answer inquiries? 

Colonel Franck. We answer inquiries. 

General Hersuey. Well, of course, the liaison with the White 

ouse and governmental agencies, veterans groups, arid so forth is 
not on & day-by-day basis, and I think the information we put out 
not only to the Congress but to the public is his responsibility, too. 

- Mr. Corron. I am not questioning its necessity. 
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You have an assistant chief legislative and liaison officer at $9,600. 
He works with you here in Washington? 

Colonel Franck. Yes. 

Mr. Corron. In that particular field, do you have more assistants? 

Colonel Franck, There are two assistants. 

Mr. Corton. Besides this one? 

Colonel Franck. No, myself and two others. 

Mr. Corron. I wanted to get an idea of the number of persons 
engaged in this activity. 

notice a chief planning officer at $10,800. What is his job? 

General Hersuery. That is a different proposition. For instance, 
the ODM at the present time is working, for example, on a mobiliza- 
tion of manpower in time of war, the labor-management committee. 
This is only 1 of about 29 projects, I think we have, that he is working 
on. You can start out with the mobilization of all of us in time of war. 
You can take the operation of a Selective Service System, with half 
of the country occupied. You take our relationship with the Office 
of Civil Defense. You take anything that has to do with the future 
of Selective Service, either organizationally or otherwise, and we 
handle it through the plannin A any He is the fellow who primarily 
works with the Office of Defense Mobilization, who coordinates 
future things. 

For instance, in the question of students, if you decide to not defer 
students any more, the project has got to be processed through about 
27 agencies of government, and our operators do not handle that. 
Our planner handles it. 

Mr. Corron. Who makes that decision? 

General Hersuey. The President. You mean as to what he is 
going to eventually do? 

Mr. Corron. Yes. 

General Hersuery. The President. 

Mr. Corton. This planning officer studies the general social con- 
ditions of the country, the changing conditions, and recommends, for 
the purpose of recommending to the President, any substantial changes 
in policy? 

General Hersuery. Let me give you a very definite example. For 
instance, take the Adler Committee, General Adler’s UMT Com- 
mittee. I haven’t any idea how many thousand hours we had in- 
volved in that Committee. Colonel Franck had quite a lot to do 
with it, because anything to do with drafting legislation is his. But 
anything to do with planning was Colonel Griffing’s—the planning 
officer. When it was decided they weren’t going to do anything about 
the Adler Committee at the moment, they had already had another 
committee studying the manpower busimess, which was another 
headache for our planning people, and now, by the Ist of April, with 
the Defense Establishment and ODM, we have to decide what we are 
going to do about the callable and noncallable reserves, and come 
up, along with the National Security people, with some kind of a plan. 

That is in the area of planning. In time it becomes an actuality, 
and our manpower officers pick it up and operate it, But until it 
the planning office handles our so-called future, 

ou will. 
r. Corron. He has an assistant chief planning officer, GS-14, at 
$9,600. How many assistants does he have? 
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General Renrrow. Three. 

Mr. Corton. Three assistants at that same salary? 

General Renrrow. No. 

Mr. Corton. Varying salaries? 

General Renrrow. Yes. They are all military officers, you see. 

General Hersuey. When you have military officers, you have to 
set up the pay that comes with the officer, rather than if it was a civil- 
service position. 

Mr. Corton. If somebody from the White House or somebody from 
the Department of Defense has the idea that we ought to consider 
universal military rege this year, or ought to consider some new 
project in connection with the general defense policy of the Nation, 
they come to you and say, “From your knowledge of the subject, we 
want a plan’’? 

General Hersury. We are to present a plan which will do A B C. 
We probably presented about four different plans, but the Adler 
Committee finally approved a drawing plan. 

Mr. Corron. Is it in the basic statute which created the Selective 
Service System that you are to do all of these things? 

General Hersney. The basic statute, in 1947, said the Office of 
Selective Service Records would be maintained and serviced, and they 
would plan for the procurement of manpower. Now, “procurement 
of manpower” is pretty broad. 

I don’t want to leave the impression that we are Atlas carrying the 
world. But every time that the Department of Defense or the 
Department of Labor figures on the growth of so much in industry, it 
does have to find out whether or not deferment policies are going to 
permit that. 

Mr. Corron. These higher grades, I gather from one answer you 

ve me, such as Assistants to the Director and chief legislative and 
iaison officer and chief planning officer and division chief and general 
counsel, all come to you from the military services? 

General Hersuey. With, I think, one exception. Or two. The 
general counsel and the administrative officer. 

Mr. Corron. Naturally, they come to you with high ranks. 

General Hrersuey. That is right. 

Mr. Corron. If they are generals, they have to continue getting a 
general’s compensation? 

General Hersney. We haven’t been too unfortunate with generals. 
But one of the things we come up against is that most of our people 
are old before they come to us, for a lot of good reasons. They are 
men up in their late forties before we ever get them at all. And, 
therefore, a man who has been with us 10 or 15 years is pretty likely 
to be a colonel. Not only that, but unfortunately we are in a very 
awkward pontone, because a lot of these people are getting to about 
the end of the line. J 

Mr. Corron. For the record at this ayes would you put in the 
ane the total number of GS-15’s, GS—14’s, and GS-13’s, in your 
office? 

General Hersey. These are people? Or positions? 

The reason I ask: I don’t believe I have but two 15’s, and yet I 
have about eight or ten grade 15 boxes. 

Mr. Corron. Put them both in. 

(The information requested is as follows:) 
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Breakdown by military or civilian occupants of departmental grade positions 
GS-15, 14, and 13 


Military | Total posi- 


* 1 of these reimbursed to the Office of Defense Mobilization. 


Mr. Purtures. Can you tell me what the unobligated balance is at 
the present time, and also projected as of June 30? 

Colonel Iuirr. I can’t now, sir. 

Mr. Putuurrs. Will you put it in? 

Colonel Iuirr. Yes, sir. 

(The information follows :) 

Unobligated balance of Selective Service System, December 31, 1953, $15,789,971. 

Based on calls remaining at the present rate of 18,000 per month, the estimated 
unobligated balance will be: June 30, 1954, $700, 000. 

Mr. Puriurps. You should have a fairly large unobligated balance, 
because you have inducted fewer people than we contemplated at the 
beginning of the year. 

General Hersurey. Yes. We did strip $400,000 or so out for our 
personnel and a little bit of it out of mileage for postage. 

Mr. Jonas. How did you come out last year, General, with that 
relaxing we did with travel for the Board members? 

General Hersuery. That was very helpful. We hope it is contagious. 


ANTICIPATED NUMBER OF INDUCTIONS 


Mr. Jonas. I did not understand one figure Colonel Iliff gave. You 
said at one point last year you inducted 523,000. 

Colonel Inirrr. That was the call, this 523,000. We actually in- 
ducted 561,000. 

General Renrrow. We had some over calls. 

Mr. Jonas. Was that the fiscal year? 

Colonel Fiscal 1953. 

Mr. Jonas. You do not know what you will induct for 1954? 

Colonel Iuirr. No. 

Mr. Jonas. Do sy know what your calls will be? 

Colonel I:iFr. We know what they have been. 

General aiken, Through February. 

Mr. Jonas. Well, will you induct as many as the year before? 

General Renrrow. Oh, no. 

General Hersury. We won’t under any circumstances, because this 
is a lean year. 

Colonel Inirr. We were only budgeted, you see, on a basis of 
309,000. 

Mr. Puiuurrs. You will induct a little more than half, then. 

General Renrrow. We have 7 months at 23,000. 

General Hersuey. One hundred and fifty thousand is not too far 
off, I think, from what we will have inducted’ by the end of this month. 

Mr. Jonas. Your budget estimates are based on the assumption 
that you will induct 420,000 next year. 
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General Hersuey. Next = That is to replace the five-hundred- 
some thousand of the year before. 


AVERAGE COST PER INDUCTEE 


Mr. Kruecer. What is the average cost to induct a person into the 
armed services? 

General Hersury. We have some answers on that. I would be 
glad to put them in the record. 

(The information follows :) 


ts cost of Selective Service per registrant inducted in fiscal year 1953 was 
5 


This total cost, however, includes the cost of 1,275,000 new registrations. The 
cost of the special handling of conscientious objectors, special registrants (physi- 
cians, dentists, and veterinarians) and other requirements not affected by the 
number inducted. 

General Hersney. And we can show up pretty favorably with 
recruiting. But I do want to call to your attention that any unit cost 
depends on how you allocate your cost. For instance, we do a great 
many things besides induct. For example, we run a record system. 
We run a training system for 1,200 officers. We run a registration, 
which the Congress compels us to even if there weren’t any inductions. 
It is just a question of how much you charge. If you take your total 
expenses and divide by the number of people inducted, we can get 
a figure, but it isn’t too honest. Because, after all, we do a great 
many other things, and we would have to do them whether we inducted 
or not. 

r. Kruger. If it were not for the fact that the country needs 
inductees, your Board would not be in existence. Since you are in 
existence, to get the persons into the armed services, my question is: 
What is the cost per person to induct? 

General Hersury. Well, let’s take this year. You can figure it 
rongyly Was it $32 million that year, in 1953? And divide it by 
561,000. 

General Renrrow. Those are actually inducted, not those exam- 
ined and rejected or deferred or anything else. 

Mr. Pures. The end product. 

General Hersuny. That is the end-of-the-line figure; yes. 

Mr. Kruncer. I had a letter from one of my constituents. I have 
to go back just a bit to give you the background. He was inducted 
into the service in 1916 and went to the Mexican border. From there 
he went to France in 1917. He came back in 1919 and was discharged. 
In 1941, I believe it was, he was recalled to active duty. He was a 
ecg bright sort of a man and had a pood job in private life. But, 

eing that this war was coming along, he decided to make a career of 
the Army. He has 2 years left to be eligible for retirement. Recently 
he received notice that he was to be discharged from service. He 
figures, and I think I am inclined to agree with him, that it is unfair 
to retire him when he has but 2 years left to reach retirement status. 

General Renrrow. He is 55 years old now? He must be, if he 
would be retired at 60. He probably was a National Guard officer, 
taken in in 1916 with the National Guard. 

General Hersuey. He never did get integrated, I suppose. 

Mr. Kruszcer. He was out of the service and was Fnctilegelt in 
1919. Then he was recalled. 
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General Renrrow. But he probably stayed in the guard and 
went back with the guard in 1941 or 1942. 

Mr. Krureer. Is that the general practice in the armed service, 
that when they come so close to retirement age, they get released? 

General Renrrow. He doesn’t lose anything by it. He loses 2 
years of active duty. 

Mr. Kruncer. Does he lose his retirement eligibility? 

General Hersuey. He will retire within 2 years. 

Mr. Paruutrs. He would lose that part of his income which he would 
have earned by 2 years more active duty. 

General Renrrow. That is right. But he wouldn’t lose his re- 
tirement. 

Mr. Krveacer. He claims he has been in the service now for quite 
a number of years and would be handicapped to enter private business 
at this time. 

General Renrrow. He wouldn’t get much more in money at the 
end of 2 more years than he would get now, or would get when he is 
60 years of age. The only thing is that there is a 2-year gap. 

Is he a full colonel? 

Mr. Krvuseaer. No, he is a major. 

Colonel Franck. A bill pending in the Senate takes care of that, 
the new promotion bill. 

Mr. Kruneaer. He received notice of retirement from active duty 
November 4, 1953. He would be eligible for promotion 6 months 
from now. 

General Hersuey. In all fairness, you ought to take it up with 
Defense, because we are just amateurs. I happen to be an old 
National Guard man. 

General Renrrow. Colonel Hauck of the Army is the liaison officer, 
the legislative liaison officer, and you could see him. 

Mr. ANprews. When does this present draft law expire? 

General Hersuny. June 30, 1955. And that even has a reserva- 
tion. Any man who has been deferred prior to that date is liable to 
be inducted even under this law, until he is 35. 

General Renrrow. And anyone who is delinquent or has been 
guilty of any other violation of selective-service law. 

Mr. Anprews. Who sets the limitation on the number of people to 
be inducted? 

General Hersuey. Eventually I suppose it would be fair to sa 
the President. But I imagine the Chief of Staff and the Joint Chiefs 
of Staff, and a number of others make their recommendations. 

Mr. ANprEews. Could you tell me what the strength of the Army 
is today? 

General Hersnry. We had better furnish it. 

General Renrrow. I think it is around 1,500,000. 

Mr. Anprews. Do you know anything about what the proposed 
strength of the Army will be next year, a year from now? 

General Renrrow. The budget indicated a reduction of about 
200,000, I think. 


ARMED SERVICES RECRUITING PROGRAMS 


Mr. Anprews. What are the services doing, if anything, about 
their recruiting programs? Are they carrying on as expensive a pro- 
gram today of recruiting as they have in the past? 
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General Hersuey. I don’t know anything about it, I think the 
answer is ‘‘No.”’ Probably the Congress hasn’t furnished them quite 
as much money as they have in the past. But, as a competitor, I 
don’t think they are carrying on an inexpensive program at the present 
time. 

Mr. Anprews. From what I saw in Alabama, I would not think it 
. Was inexpensive. I saw sergeants riding around in new automobiles. 

General Hersuey. We had trouble getting a station wagon in a 
State, and they have more recruiting cars in some States than we have 
in the System. But that is neither here nor there. 

Mr. Anprews. One day I would see in a town an Army automobile, 
and on the next day I would see one from the Navy and one from the 
Air Foree. Do you have any idea of how much the services spend 
on recruiting? 

General Hersuey. No, and I have a conviction you will never find 
out, because so many are charged for so many other things. 

General Renrrow. The Training Commission, General, in their 
report to the President, said that $44 million was spent last year on 
recruiting. 

Mr. Anprews. By all the services? 

General Renrrow. Yes, sir. 

General Hersury. And I doubt if that had anything to do with 
the money they were able to get for cars and things that are not 
charged against recruiting. 

Mr. Anprews. They had nice cars, too. They were painted and 
have the silver sae insignia on them. They probably cost more 
than an average car. 

Your agency could furnish all the manpower the services need, 
could it not? 

General Hersney. That is what we say. We have said it for a 
long time, and we still believe it. We believe if we could furnish at 
the time getting men was tough in 1943 or 1944 we can do pretty 
good when they are not so badly needed. 

Mr. Anprews. Do they still use your agency as a threat to get a 
man they think they will like? 

General Hersey. Even one they don’t like. It is the most potent 
thing to promote recruiting that they have had in the last few years— 
the hot breath of the Selective Service System. And I think any 
recruiter—and I have known a lot of them—will gladly admit it. 

Mr. Anprews. Did you not tell our committee a year or 2 ago 
that in some way they would find out who was on your list, and if 
they decided they wanted that man, they would remind him he did 
not have but so many days? 

General Hersuery. That is right, and the chairman of this sub- 
committee has brought out very well a little earlier the 25 percent 
of the people that we lose between the time they take a physical and 
the time we could induct them if we could have gotten around to 
them, they are lost to recruiting service. 

General Renrrow. They have the lists of those who passed, 
because they make the examinations. It isn’t hard for them to get 
the lists. They have the examinations so that they know each day 
who passes the physical. 

Mr. Anprews. There is a nice-looking athletic, young man ex- 
amined by the Air Force medics, and their recruiting officers go 
after him. Is that the picture? 
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General Renrrow. That is right. 

Mr. Anprews. Is it your opinion that recruiting services costing 
$44 million a year, roughly, represents an amount that could be 
saved, an just as many men as needed could be gotten through your 

enc 
Hersuey. I believe very earnestly we could furnish all the 
men to all the services, and I believe the services could have most of 
the benefits of the so-called volunteer system, especially if they would 
initially compel each of the services to take their share of the men from 
the group. Because, for one thing, it would help on the question of 
rejection. Your rejection rate would go down immediately. Because 
then all of them would be getting some of the less fit. 

Now, at the end of 6 months, I think that the man ought to be 
permitted at that time, if he is one they want, to enlist for the longer 


riod. 

But I have advocated it, because I have felt that it would give, first of 
all, a man a chance to find out whether he wanted to be a professional 
before he enlisted. It would give the services a chance to find out 
whether they wanted him more than 2 years under any circumstances. 
That they could find out in this preliminary period. And you would 
have a fair and even distribution between fit and less fit between all 
of the 4 services rather than a compulsive system which drives the best 
ones toward 3 of the points, making 1 group take all the less fit. 

Mr. Anprews. Mr. Chairman, if we could find some way of stopping 
that expensive recruiting and let the general here do all the recruiting 
for all the services, we could save eight and a half million dollars. 
He wants $31,500,000, and he says he can do all the recruiting neces- 
sary for all the services. 

Mr. Purturres. We can save $40 million, because that is what the 
services spend. 

General Hersuey. I might have to have a few of the dollars. Iam 
not so sure sometimes if we couldn’t do it cheaper if we didn’t have 
interference. 

Mr. Jonas. Could the recruiting officers maintain recruiting oppor- 
tunities at military stations and let the fellow who wants to volunteer 

o to a camp and volunteer there? Is not most of the expense incurred 
y these officers and tours and programs they put on? 

Mr. Anprews. They go around through the country and advertise 
that they will be in a certain town on a certain date. On that date 
ie will find 1, 2, or sometimes 3 sergeants there. They have driven 

rom 50 to 60 to 75 or a hundred miles to get to that point. When 
night comes, they drive back to their home base. They have spent a 
whole day there, and maybe every other week or every other trip 
they make to that town they will get 1 or possibly 2 recruits. Is that 
about right, General? 

General Hersuey. I think so. And it depends, of course, on how 
many we are examining. 

Mr. ANprews. As a matter of fact, they do not recruit them. 
They just give them a form to fill out, and they take that back to 
the home base and pass on it to see whether or not they want him. 
If they select him, they pay his expenses down to the home base. I 
think here in Washington each of the Services has at least one place 
of business. 
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General Hersuey. Oh, yes. In fact, in much smaller places than 
Washington you will have four of them. 

General Renrrow. I don’t know how you voted on the Jones 
amendment when it was up, but you will remember Congressman 
Jones had a bill up a year or so ago to reduce recruitment 75 percent. 
It was Mr. Jones, of Missouri. 


REJECTION RATE IN SOUTHERN STATES 


Mr. ANnprews, I voted for his amendment, I remember. 

General Renrrow. I am surprised that you, Mr. Andrews, haven’t 
brought up one subject, being from south of the Mason-Dixon line, 
which I hope when we send the figures over on rejections you will 
look at pretty closely. You will see a curve of rejections, of the 
Southern States, much higher, running as high as 75 percent in some 
instances, simply because we are only inducting for one service, and 
that one service obviously can’t take all of the Negroes. 

Mr. Anprews. That is the Army? 

General Renrrow. That is right. Now, if we were inducting 
across the board, then the Negroes of the South could be taken 
proportionately into the other services, which they are not now. 

Mr. Anprews. Why not? 

General Renrrow. Because they will not recruit them. 

General Hersney. And they reject them when we send them up. 

General Renrrow. Look down at the right-hand column, and you 
can pick out the Southern States by the rejection rate. 

And one of the problems in Alabama right now, that we have had, 
has been that the white men of the communities have been inducted, 
leaving a great increase in Negro population. And that is one of the 
things we have tried to impress upon the Department of Defense, 
about the induction across the board, so that all the services, the 
wa the Air Forces, and the Marines, could take their proportionate 
share. 

At one time the Army was as high as 14 percent Negro. I think 
it is a little lower now. 

Mr. Anprews. I made several speeches in my State paying my 
respects to this draft law and stated I thought it was one of the 
unfairest laws ever written, because of the provision in the law that a 
man who is able to go to college can do so. The man whose father was 
not able to send him to college usully went to Korea. 

General Hersuey. What about the man who can’t read? 

Mr. Anprews. Do you want him in the Army? 

General Hersuey. Why not? In the first place, I realize I am a 
little out of touch with the Army. I haven’t been there for quite 
a while. But when a man, for instance, can get a Congressional 
Medal of Honor, and then comes back to reenlist and can’t pass the 
test, do you want him in the Army? Yet that has happened. 

Mr. Anprews. How many of those cases have there been? 

General Hersauy. Not so many. But there are a lot of fellows 
who can shoot pretty good that didn’t get a Congressional Medal. 
We have had a lot of boys rejected in this 1,800,000 rejected that are 
sturdy. I was down in upper New Mexico one time talking to some 
local board members, Spanish-speaking people. 

They say, ‘We are sheepherders, generally, living outside most of 
the time. We have been able to get only a few boys into the service.” 
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They said they had better clothes out there in Korea than ever in 
their lives, and they got along all right. 

He said, ‘“‘We have got hundreds here, but they haven’t had too 
much education. Some of it has been Spanish. They weren’t taken.” 

Mr. Anprews. Did not the Army announce recently it was going 
to cut out all the misfits and dumb ones? 

General Renrrow. They are raising the rejection rate continually. 

General Hersuey. One of the things they have said: The people 
that have enlisted that are “professional privates,” we are going to 
let out. Well, I sort of wonder sometimes. We had some people 
during the last 3 years that were inducted and let out within 6 La 
or 3 weeks. And now we are trying to get some of them reinducted. 
And I don’t blame the people. As a captain, I always liked to have 
as many smart men as | could get. But this is one thing that has 
fallacy in it. The Armed Forces says, “You can run the Armed 
Forces cheaper if you run them for long periods of time with very 
smart men.” That is fine. But if you ever have to mobilize for all-out 
war, the more people you have that have served 20 years, the more 
people you prevented from being in that might have served 3 years 
or 2 years, and therefore you will have to defend yourself with far less 
people. So it just depends on whether you are heading for a war or 
whether you are going to have peace forever, whether you have short 
times in the service or long. The last thing you want is an army 
made up of everybody with 20 years. Because if you did that, you 
wouldn’t be training anybody. : 


CERTAIN VETERANS SUBJECT TO THE DRAFT 


Mr. Yarss. General, recently I have had a couple of cases of boys 
who were being subjected to the draft again after having been drafted 
once, the reason for it being that the Army discharged them about 3 
weeks or a month before their 2-year tour of duty was up. Why 
should not the law be changed to prevent drafting those boys a 
second time where their discharge was due to the fact that the Army 
let them Fo for reasons of having accumulated sufficient leave? 


Genera. 
half? 

Mr. Yares. I would say 1946 or 1947. 

General Hersuey. Colonel Franck, do you want to talk to him 
about what we tried to do in the law and didn’t get done? 

Mr. Yares. It is true that you are drafting those boys again, is it 
not? 

General Hersuey. If a boy did not have 3 months during the 
fighting war, 1 year during the war at any time, if he got into the 
service after the war on a 3-year hitch, after about, say, 1946 or 1947, 
if he went in for 3 years and didn’t serve 3 years, my answer is ‘“‘Yes.”’ 
Of course, if he came in since the Korean affair, if he had at least 3 
months, we haven’t redrafted him, because those we put in 1-C. 
But the fellows that are caught are those who enlisted some time 
between 1946 and 1950 and got out in 2 years and 11 months. 

Mr. Yatzus. Why should not the law be changed to prevent those 
persons from being drafted again? 

General Hersury. We have made some efforts. 


Hersury. When did these boys serve their year and a 
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Colonel Franck. We do have a local board memorandum which 
takes care of those who have had as much as 24 months who were 
caught in that period. 

Mr. Yates. Suppose they have only had 23? 

_ Colonel Franck. Our boards operate under a bulletin, and that 
is 24 months, and that is something we worked out with the Armed 
Services Committee members in the House, where this was issued 
as a stopgap piece of regulation, depending upon the introduction of 
some legislation by the House Armed Services Committee. That 
legislation has not been introduced. 

Mr. Yarrs. What you are doing is drafting those people, because 
that is the law? 

Colonel Franck. That is right. 

Mr. Yates. But should not the law be changed? 

Colonel Franck. I don’t know. 

General Hersney. We thought that it should be changed. There 
was legislation talked of in the last session. 

Colonel Franck. As a matter of fact, most of those people could 
avoid service by going into the Reserves, by virtue of having 3 months’ 
service. I think that was discussed during the 1951 amendments to 
the UMT Act. 

General Hursury. The only thing is that when they get into the 
Reserves, if the Reserves are called out, they are in the same place, 

Of course, the purpose there, when the law was passed in 1948, was 
to drive some of these boys in the Reserves, that were short-timers 
in the service. 

Mr. Yarss. I still consider it to be unfair, where a person is slated 
for 2 years’ service, and then, having accumulated sufficient leave, 
the Army lets him go 3 weeks or a month ahead of time, and then the 
Selective Service System takes the position he has not served 2 years. 
They do not take leave into consideration. 

General Hersuey. Well, the Selective Service didn’t take the 
position. I am sure we were merely a mouthpiece of the Congress in 
that respect. 

General Renrrow. Congress was the one that said the leave 
shouldn’t count. 


NATIONAL ADVISORY COMMITTEE ON THE SELECTION OF DOCTORS, 
DENTISTS, AND ALLIED SPECIALISTS 


Mr. Yares. On page 48 of your justifications, there is an itemiza- 
tion of your request for funds for the National Advisory Committee 
on the Selection of Doctors, Dentists, and Specialists. 

How many people did you employ for this work during the fiscal 
year 1953? 

Colonel Iuurr. I can’t answer that. 

Mr. Yarns. Have you any idea? 

General Hersuey. I suppose somewhere around 50. 

Mr. Yares. Where were they employed? All over the country? 

General Hersury. One in each State. And we have three here. 
We have 1 part-time doctor here that is an employee of this group, 
and 2 clerical personnel, 

Mr. Yares. How many employees do you contemplate for that 
work during fiscal 1955? The same number? 
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General Hersaey. Practically the same number. Because while 
we are not taking any now, we have in the offing —— 

Mr. Yates. Not taking any what now? 

General Hersney. Physicians or dentists. But we are afraid the 
time is coming when we are going to have to get back into that again. 
It is not a pleasant contemplation. 

Mr. Yares. I am talking about item 1, now, personal services. In 
other words, that is for 50 people? 

General Hersury. That was my guess. I would rather furnish it. 
Because, in the first place, these people are merely some that live 
with us. Well, at the office. These people are our employees over 
here, but they are not our employees anywhere else, because they 
are completely under the control of Dr. Rusk, who is an adviser to 
the President on these matters. And we are in sort of the position 
of just paying the bills. 

Mr. Puiuirs. It runs about $2,900 apiece. 

General Hersuey. I think that is about right. 

Mr. Yates. What are the taxes and assessments for? Is that social 
security? 

Colonel Iutrr. That is social security; yes. 

Mr. Yates. Where do these people travel? Do they travel all 
over the State? 

General Hersury. They have to travel within a State, and once 
in a great while they have them here. That hasn’t been more than 
once or twice since Korea, but one of the things they have to do— 
there is only about one of our clerical personnel, but these underpaid 
people are generally few and far between, and if they have any par- 
ticular problem in any particular city in the State, they have to, at 
times, go over and attempt to settle it. 

Mr. Yarss. How has this system been working, the use of an 
advisory committee for the purpose of inducting this type of profes- 
sional people? 

General Hersuey. Well, in the first place, the Congress gave the 
Selective Service System the benefit of advice of these gentlemen. 

Mr. Yares. Which gentlemen? 

General Hersury. These medical advisers. And we have felt it 
was our job to live with them. I believe Selective Service is bold 
enough to think they could make these decisions without advice, and 
sometimes it poses problems. But on the other hand, during World 
War II, we had a procurement and assignment system that was not 
too different from this, except that we used threats completely, instead 
of drafting some. And I doubt very seriously if the professions would 
be as well “‘dissatisfied,’”’ I should say, as they are now, if they didn’t 
have groups of their own that they could turn to. And I think those 
groups absorb some of the clash. 

Mr. Yarss. I have heard some physicians voice bitter charges 
against some of the groups and selective service has told me they have 
nothing to do with the selection, however. 

General Hersury. Don’t let the boards tell you that The boards 
can take that advice or leave it. But the board is the one that says 
whether the fellow is in 1—A or whether he isn’t. 

So we can’t dodge that responsibility. What we don’t like to have 
them do is to tell us to take them, and then go and tell the Armed 
Forces, “I wouldn’t take that fellow.” 
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You may have to live through a great many emergencies of one kind 
or another, and I think you ought to know when somebody tells you 
that nobody but an engineer can know whether an engineer should 
be called on to go, and no one can know but a physicist whether a 

hysicist should be called on to 9, or no one but a carpenter can 
cae whether a carpenter should be called on to go, you are getting 
handed a bunch of bunk. Because an administrator is something else 
again, and I don’t think you have to find a dentist to decide whether 
a dentist should go or not. I have no quarrel about wrestling with 
them, but when it gets down to the last analysis, you pointed out a 
very good point, that when you let the technicians settle their own 
problems, they take the people they like or recommend that the people 
they don’t like should go, the same as anybody else. 

Mr. Puiuures. Another problem you have had with that advisory 
committee, in a State the size of California, was that you would have 
an advisory committee in San Francisco and an advisory committee 
in Los Angeles, and then this advisory committee would simply refer 
the matter, in an area like the one I live in, the communities I repre- 
sent, and exactly what you are talking about would happen. 

We will say the services were asking for a dentist in the community, 
and he was the only dentist in that community, so the advisory 
committee referred the question to the dentist in the next community, 
and he decided it would be a good idea for that dentist to go. 

General Hersey. We had during the war a good many cases 
where we had to leave physicians or dentists in communities where 
our procurement and assignment people said we could get along 
without them but the folks who lived there said they couldn’t. 

Mr. Yates. Not only that, but 1 know I have had cases come to 
me of doctors who served periods of combat duty during the war 
and had their professional committee select them for induction again, 
whereas there were a number of doctors in the community who 
hadn’t served at all. 

Mr. Puturrs. Some of whom were trained by the United States. 

Mr. Yarus. That is right; and were not selected at all for service. 
My question asked for your advice in the matter, inasmuch as a 
Congressman gets the complaint. 

General Hursuey. Of course, this was a tough law. This was a 
law where an obligation was put specially on two professions. And 
it doesn’t make any difference. If somebody went, somebody was 
going to be dissatistied. 

Mr. Patuurs. Thank you very much, General. We will see you 
next year. 

But you had better get a pretty good argument for the reason you 
have to have more people this year than last year. 
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AMERICAN BATTLE MONUMENTS COMMISSION 


WITNESSES 


BRIG. GEN. THOMAS NORTH, SECRETARY 
LT. COL. CHARLES B. SHAW, OFFICER IN CHARGE, WASHINGTON 
OFFICE 


SALARIES AND EXPENSES 


Amounts available for obligation 


1953 actual 1954 estimate | 1955 estimate 


Appropriation or estimate $400, 000 


$750, 000 | 
Unobligated balance, estimated savings —4, 167 2,800 | 


Obligations incurred 395, 833 
Comparative transfer from “‘Foreign currency funds” 314, 498 


Total obligations 710, 331 


Obligations by activities 


! 
Description 1953 actual | 1954 estimate | 1955 estimate 


1. Departmental iy $24, 338 $25, 000 
2. World War I memorials and cemeteries - - _- 220, 227 
3. World War II memorials and cemeteries - - - ‘ 73, 9F 497, 195 
4. Mexico City National Cemetery 5, 440 


Total obligations 747, 200 | 


Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 


Total number of permanent itions.___- 
Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 824 $3, 810 
Average grade ‘ GS-5.0 
Crafts, protective, and custodial grades: 
Average salary 
Average grade __ 
Ungraded positions: AV rage salar 


Personal services: 
Permanent positions 287 $595, 000 
Other positions 2. 400 
Regular pay in excess of 52-week base 862 


Total personal services 
Travel 
Transportation of things 
Communications services 
Printing and reproduction 
Other contractual services 
Supplies and mater 


41872—54—pt. 


ee | 747, 200 | 775, 000 

373 | 369 | 377 
3 | 3 | 3 
srdatgencsesess 376 | 372 | 380 

| 
$3, 894 
GS-5.0 
$3, 527 
| CPC-.2 
$1, 191 
628, 094 628, 377 637, 458 
10, 721 12, 000 12, 000 
2,511 4, 175 3, 698 
4, 180 3, 680 4, 020 
12, 350 14, 410 24, 090 
2, 069 400 400 
9, 608 | 21, 698 32, 590 
27, 942 | 37, 020 42, 242 
| 12, 856 | 25, 440 | 18, 502 
710, 331 | 747, 200 | 775, 000 
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Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year_._...............-.--.- $60, 796 $18, 841 $31, 241 
Obligations incurred during the year...............--.--..-.-- 395, 833 747, 200 775, 
456, 629 766, 041 806, 241 
Deduct: 
iquidated obligations, end of year..................--- 18, 841 31, 241 36, 241 
428, 397 735, 000 770, 000 
Expenditures are distributed as follows: 
Out of current authorizations. ...............---.-.-..---- 378, 822 717, 000 740, 000 
Out of prior euthorisations................................ 49, 575 18, 000 30, 000 
CONSTRUCTION OF MEMORIALS AND CEMETERIES 
Amounts available for obligation 
1953 actual | 1954 estimate | 1955 estimate 
$500, 000 $8, 500, 000 $3, 500, 000 
2, 784, 551 1, 980, 524 3, 500, 000 
Total available for obligation. ...............-.....---.- 3, 284, 551 10, 480, 524 7, 000, 000 
Balance available in subsequent year--...............-..---.-- —1, 980, 524 | —3, 500,000 |.............. 
1, 304, 027 6, 980, 524 7, 000, 000 
Comparative transfer from ‘Foreign currency 
3, 930, 149 6, 980, 524 7, 000, 000 
Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
2. Construe tion ol World War II memorials and cemeteries: 
3, 549, 752 6, 559, 986 6, 571, 845 
Datel 3, 930, 149 6, 980, 524 7, 000, 000 
Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
Total number of permanent positions 97 94 92 
Average number of all employees. -.............-.-...-.---..- 90 93 92 
Average salaries and grades: 
General schedule grades: 
Ungraded positions: Average salary_..............-..-..-- $1, 905 $2,077 $2, 198 
01 Personal services: 
Permanent positions... .... $241, 778 $268, 883 $279, 845 
Regular pay in excess of 52-week base.......--.------ 936 99, 1, 016 
Payment above basic rates..............-.-.---..----- 55, 930 65, 641 65, 701 
RE 34, 297 41, 276 35, 000 
10, 091 6, 435 6, 007 
5, 282 3, 620 4, 636 
9, 890 10, 495 9, 900 
20, 519 20, 893 22, 700 
3, 549, 752 6, 559, 986 6, 571, 845 
En 3, 930, 149 6, 980, 524 7,000, 000 
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Analysis of erpenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year $6, 509, 376 $4, 263, 520 $8, 744, 044 
Obligations incurred during the year 1, 304, 027 6, 980, 524 7, 000, 000 


7, 813, 403 11, 244, 044 15, 744, 044 
Deduct unliquidated obligations, end of year 4, 263, 520 8, 744, 044 10, 944, 044 


3, 549, 883 2, 500, 000 4, 800, 000 


Expenditures are distributed as follows: 
Out of current authorizations 


500, 000 


500, 000 
Out of prior authorizations ee oe | 8, 549, 883 { 2, 000, 000 4, 300, 000 


Mr. Puruurps. The committee will come to order, please. 

We have this morning the American Battle Monuments Commission 
to present their budget request for the fiscal year 1955. We have our 
oldtime friend Brig. Gen. Thomas North, the Secretary of the Com- 
mission. Incidentally, have you been Secretary since the inception 
of the Commission? 

General Norru. I have been the Secretary of the Commission since 
its authority was extended to World War II. I was appointed by the 
President in early 1946. 

Mr. Putuups. We have also Lieutenant Colonel Shaw, who is the 
budget officer, and the officer in charge of the Washington office. 

You have, General North, a justification here which will be author- 
ized for the record, I think, in full, subject to any eliminations to 
avoid duplication as a result of the discussions during the hearing, 
and that can be worked out between Colonel Shaw and our clerk. 

(The justification referred to follows:) 


THE AMERICAN BATTLE MONUMENTS COMMISSION 
I. FUNCTIONS OF THE COMMISSION 


A. Operation and maintenance of all United States military cemeteries and 
memorials in foreign countries, as follows: 


World War I cemeteries at or near— 
Romagne, France 
Fere-en-Tardenois, France 
Thiaucourt, France 
Belleau, France 
Bony, France 
Suresnes (Paris), France 
Waregem, Belgium 


1 Includes 24 World War II dead. 


World War I memorials at— World War I memorials at—Con. 
Montfaucon, France Brest, France 
Montsec, France Tours, France 
Chateau-Thierry, France Sommepy, France 
Bellicourt, France Cantigny, France 
Audenarde, Belgium Gibraltar 
Vierstraat, Belgium 


Also a memorial chapel, and service buildings, in each of the eight cemeteries 
-listed above. 


Dead 

14, 243 

6, 012 

4, 152 

2, 288 

1, 836 

11, 565 

468 

368 
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World War I memorial tablets at—Chaumont, France, and Souilly, France 


Neuville-En-Condroz, Belgium___........---.-.-.-.-----_------ 5, 222 
Fort McKinley, Philippine Ielands: 17, 180 


Maintenance includes constant care of more than 1,500 acres of parked land- 
scape, 18 large memorial structures plus service buildings, as well as of the 125,000 
graves, in immaculate condition. 

B. Construction of 14 World War II cemeteries and 14 memorials therein. 
One additional memorial (Suresnes) has been completed and dedicated. 


II, APPROPRIATIONS 


A. An annual appropriation titled ‘Salaries and expenses” which is available 
ne all costs of operation and maintenance of the cemeteries and memorials listed 
above. 

B. A no-year appropriation titled ‘‘Construction of memorials and cemeteries”’ 
to cover costs of all permanent construction in the World War II cemeteries, 
including a memorial building in each, and the overhead costs of such construction. 


Ill. ExpLaANATION oF EsTIMATES BY APPROPRIATION 
A. SALARIES AND EXPENSES 


(1) Funds contained in this appropriation are to cover all costs of operation and 
maintenance of our military cemeteries and memorials in foreign countries. The 
standards of maintenance of the World War I establishments occasion frequent 
and unanimously favorable comment. This testimony to the respect paid to our 
war dead by their Government reflects proper credit upon its intent. To the 
extent thet it is possible in conjunction with the construction program under way 
in the World War II cemeteries, the same high standards are set, and here, too, 
our efforts receive the general approbation of visitors. The Commission’s esti- 
mate of funds for the maintenance of these establishments as submitted to the 
Bureau of the Budget was based upon these standards; the estimate now before 
your committee is 17.25 percent less than the amount requested—which reduction 
will be met in part by postponing once again important items of repair and 
replacement; any further reduction would have serious consequences on our 
organization. 

(2) Distribution of the funds contained in this appropriation is shown in the 
following comparative tables of obligations by activities and by object classifica- 
tion: 


Obligations by activities 


Increase (+) 
Estimate Estimate, 
Activity 1954 1955 


ar cemeteries at or near— Dead 
$24, 338 $25, 000 +$662 
2. World War I cemeteries and memorials... ...............-- 221, 627 221, 600 —27 
4. Mexico City National Cemetery --.................-------- 5, 440 5, 400 —4 
750, 000 | 775, 000 | +25, 000 
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Obligations by objects 


Estimate, Estimate, 
Object classification 1954 1955 


Total number permanent positions 
Full-time equivalent of all other positions 
Average number all employees. 


03 Transportation of things_- 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Supplies and materials 
Equipment 


Total obligations 


(3) To assist the committee, each object class is broken down in the following 
schedules to show in greater detail the intended use of the funds requested. 


01 Personal services 


The attached schedule (tab A) gives distribution by office and by station of the 
personnel for operation and maintenance as contemplated for the fiscal year 1955. 
Increase of eight permanent positions over 1954 is in the unclassified alien per- 
sonnel paid at local rates and reflects the constantly increasing workload in the 
World War IT cemeteries. 

02 Travel 


European office: 
lilitary personnel to fiela stations 
Civilian assistants to field stations 
Cemetery personnel 
Rail, air, and water transportation 


9, 946 
Mediterranean office: 
Military personnel] to field stations 570 
Civilian assistants to field stations 
Cemetery personnel 
Rail, air, and water transportation 


Philippine office: All travel 


03 Transportation of things 
European office: 
Supplies from United States (office supplies, waterproofing mate- 
rials, auto and mower repair parts, tires and tubes, ete.)___-_-- 
Passenger vehicles (1) 
Supplies from local sources 


Mediterranean office: 
Supplies from United States 
Supplies from local sources 
Household goods 


Washington, Philippines, Mexico City: Miscellaneous 
Total, transportation of things 


|_| 
Increase (+) 
or de- 
crease (—) 
372 380° +8 
21, 698 32, 590 +10, 892 
750, 000 +25, 000 
150 
12, 000 
$750 
300 
155 
180 
1, 968 
525 
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04 Communication services 


Washington office: 
270. 
European office and field stations: 

2, 835 

Mediterranean office and field stations: 
650 
Total, communication services .__.......-...---------------- 4, 020 

05 hents and utility services 
European office and 18 cemeteries: 

10, 965 
Mediterranean office and 3 cemeteries: 
10, 945 
Philippine office and cemetery: 

2, 000 

Mexico City Cemetery: 
180 
06 Printing and reproduction 

Total, printing and reproduction. --...---------------------- 400 


0? Other contractual services 


It is impracticable to furnish at this time a schedule of work to be performed 
under this object. The amount requested having been reduced more than 50 
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percent, it will be possible to undertake only the more critical repairs to buildings 
and grounds, these to be determined at the moment. 


08 Supplies and materials 


European Office, 18 cemeteries, 11 memorials: 
ffice supplies 
Coal, coke, fuel oil 


Waterproofing and caulking materials 
Auto and truck parts 

Lawn-mower parts 

Plant replacements 

Grass seed 


Mediterranean office, 3 cemeteries: 
Office and miscellaneous supovlies 
Gasoline and lubricants 


Tires and tubes 


Philippine office and cemetery: 
Gasoline and lubricants 
Diesel oil 
Auto and truck parts 
Paint and miscellaneous repair materials 


Washington office, Mexico City Cemetery: Miscellaneous supplies 
Total, supplies and materials 


09 Equipment 


European Office and field installations: 
assenger vehicles (1) 

Mowers, eat (10) 
Mowers, hand (18) 
Mowers, edger (8) 
Flags, foreign, storm 
Flags, foreign, post 
Flags, United 
Flags, grave 
Halyard 
Furniture and furnishings 


Mediterranean office and field: 
Small tools 
Mowers, power (3) 
Mowers, edger (3) 
Flags and halyard 


Philippine office and cemetery: Miscellaneous small equipment 
Mexico City Cemetery: Miscellaneous 


Total, equipment 


| 
26, 949 
500 
870 
7, 991 
150 
3, 852 
1, 700 
600 
600 
6, 902 
400 
775 
900 
14, 839 
3, 290 
273 
100 
18 
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B. CONSTRUCTION OF MEMORIALS AND CEMETERIES 


(1) This appropriation is a no-year one to which are charged costs of all per- 
manent construction in our World War II military cemeteries in foreign countries. 
It is recalled to the committee that these cemeteries were established and laid 
out by the Department of the Army in accordance with plans furnished by the 
Commission. Rough grading only was accomplished by the Department of the 
Army, which made all interments and disinterments. Beginning in July 1949 the 
cemeteries were successively transferred to the Commission for final development 
and beautification, which requires practically every form of construction found in 
the establishment of a cemetery upon virgin soil—roads and paths, walls, fences, 
lawns and landseaping, provision of water supply and distribution systems, in- 
stallation of sewer and drainage systems, headstone foundation systems, provision 
and erection of permanent marble headstones, erection of caretaker’s houses, 
visitors’ buildings and service buildings, and, finally, as these cemeteries will 
constitute our battlefield memorials, the erection in each of a memorial structure. 
These 14 memorials constitute, among other things, the record of our missing dead, 
85,000 in number, who have no other gravemarker. Their names and pertinent 
data are to be engraved upon the walls of these memorials by requirement of law. 
In addition, the memorial in the World War I cemetery at Suresnes (Paris), 
France, has been modified to become a shrine to the dead of both wars; the com- 
pleted structure was formally dedicated on September 13, 1952. 

(2) Distribution of the funds requested for construction in fiscal year 1955 is 
shown in the following comparative schedules of obligations by activities and by 
object classification: 

Obligations by activities 


Increase (+) 
Estimate Estimate 
Activity or 

1964 1966 decrease (—) 
$42, 312 $43, 191 +$879 
2. Construction of memorials and cemeteries______--._-....--- 6, 565, 048 6, 571, 845 +6, 797 
3. Construction overhead 378, 226 384, 964 +6, 738 
| 6, 985, 586 7, 000, 000 +14, 414 


Obligations by objects 


Increase (+) 
Object classification — — or 

decrease (—) 
Total number permanent positions. 92 —2 
Average number of all employees. - ---.................-.----- 93 92 -1 
6, 435 6, 007 —428 
Communication services... 3, 620 4, 636 +1, 016 
Rents and utility services... _____- 10, 495 9, 900 —595 
Printing and reproduction -_- 900 750 —150 
Other contractual services. 1, 150 1,000 —150 
Supplies and materials... , 893 22, 700 +1, 807 
250 1, 600 +1, 350 
6, 565, 048 6, 571, 845 +5, 797 
tain ddencagevacsensawarabaenevnieceen 6, 985, 586 7, 000, 000 +14, 414 


(3) In the following schedules each object class is broken down in some detail 
for the information of the committee: 


01 Personal services 


The attached schedule (tab B) presents the Commission’s civilian organization 
for the construction of the World War II cemeteries and memorials as contem- 
plated by its estimate for fiscal year 1955. 
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02 Travel 
Washington office: 
Attendance at Commission meetings 
To conferences with architects and artists_____.......---------- 
Commissioners, secretary, and consultants to Europe 
Secretary to Manila 
Rail and water transportation 


European office: 
ilitary personnel to field stations 
Civilian assistants to field stations 
Field personnel 
Rail and air transportation 


Mediterranean office: 
Military personnel to field stations 
Civilian assistants to field stations 
Field personnel 
Rail, air, and water transportation 


office: 

Military personnel to field 
Civilian assistants 
Transportation 


03 Transportation of things 
European office: 
upplies from United States 
Supplies from local sources 
Household effects 


Mediterranean office: 
Supplies from United States 
Supplies from local sources 
Household effects 


Total 
Philippine office: Supplies from United States 
Washington office: Miscellaneous 


Total, transportation of things 


04 Communication services 


|_| 
$870 
1, 375 
3, 288 
450 
4, 875 
$950 
«x 70 
1, 500 

European office: 

Mediterranean office: 
Total, communication services. 4, 636 
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05 Rents and utility services 
European office: 


Philippine office: 


06 Printing and reproduction 
Washington office: 
European office: Printing and mimeographing----------------------- 
Mediterranean office: 
Philippine office: Blueprinting and photostating - - 


Total, printing and reproduction .. .. 


OY Other contractual services 


European office: 


Mediterranean office: 


$830 
Mediterranean office: 
80 
900 
$50 
100 
100 
85 
115 
300 
750 
(00 
08 Supplies and materials 
Gasoline and lubricants --  §,020 
2, 512 
1, 390 
678 
400 
2, 300 
700 
Philippine office: 
mto and truck parte... 
Total, supplies and materials--.-...--..--.-------------------- 22,700 


9) 


09 Equipment 
European office: Automobile 
Philippine office: Miscellaneous 


Total, equipment 


10 Lands and structures 


The attached schedule (tab C) presents the Commission’s program for the con- 
struction of our World War II cemeteries and memorials in fiscal year 1955 as 
contemplated by its budget submission. This program necessarily must be re- 
vised and reduced to coincide with the estimate now before the committee and 
it is given here in his original form in order that the committee may better visual- 
ize the scope of the work. 

Also attached (tab D) is a brief statement of the progress of construction as of 
November 30, 1953. 


ORGANIZATION FOR OPERATION AND MAINTENANCE—CEMETERIBS AND 
MEMORIALS 


Salaries and expenses 


Position title 


DEPARTMENTAL 
Executive assistant 
Account clerk 
Clerk-stenographer- 
-typist 


European theater: 


‘aris office: 
Chief, Maintenance and Records 
Administrative assistant 


Footing expert 
rk-stenographer 
File clerk 


Romagne Cemetery: 
Superintendent 
Superintendent 


& 
& 


Fere-en- Tardenois 
Su 


Thiaucourt Cemetery: 
Superintendent 
Laborer... 

Belleau Cemetery: 

Superintendent 
Labo 


= 


Bony Cemetery: 
Superintendent 


Suresnes Cemetery: 
Superintendent 
Assistant superintendent 


b: 
Brookwood Cemetery: 
Su 


Waregem 
Superintendent 


cP 
Unclassified: 


69m 
861,600 
PC Grade 1954 | 1955 
| 
| 
1 1 
1 1 
6 6 
— 
FIELD 

Laborer 

GP 

Cambridge Cemetery: 

Assistant 

Henri-Chapelle Cemetery: 
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Salaries and expenses—Continued 


Position title 


Grade 


1955 


FIELD—continued 


Euro theater— Continued 
euville Cemetery: 
Laborer. 


La’ 
Epinal Comotery: 


St. Avold Cemetery: 


St. James Cemetery: 


Labo' 

St. ‘Cemetery: 
Sunrerintendent.. 
Assistant superintendent_..... 
Laborer 

Hamm Cemetery: 
Assistant superintendent. 
Laborer ___. 

Margraten Cemetery: 
Laborer 


Brest Memorial 


Mediterranean theater: 
Rome office: 
Nettuno Cemetery: 


Carthage Cemetery: 
Florence Cemetery: 
Laborer 


Pacific theater: 
Fort t MeKinley Cemetery: 


CPC-5.......- 


= 


_ ~ 
Bem Sem See See Om 


3 


3 


Unclassified 
CPC-7 


Total, Pacific theater... 


Unclassified” 


~ 
omer 


Se 


- 


~ 


- 


Mexico City Cemetery: 
Superintendent... 
Laborer 


SUMMARY 
Departmental... ...... 


| 


Mediterranean 


Pacific theater ....... 


Mexico City___... 


Grand total 


2| 


( 
] 


| 
| Unclassified __- 
| 
Unclassified 
| CPO-7.......-. 
tant superintendent 
Unclassified ... 
| 
OPC-9........ 
Tnelassified 
| 
| CPC-S........ 
Unclassified 
| CPC-8........ 
| Uncelassified___ 
| 
| Unclassified 
| CPC-8........ 
Unclassified ___ 
....do 
| Unclassified... 
nelassified 
CPC-5........ 
Unclassified 
Unclassified... 
Total, Mediterranean theater. 
1 
34 
47 
6 
275 
42 
372 
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ORGANIZATION FOR CONSTRUCTION OF MEMORIALS AND CEMETERIES 


Construction of memorials and cemeteries 


Position title 


DEPARTMENTAL 
Construction engineer _ _- 
Chief clerk 


Clerk-typist 
Other 


European theater: 
Paris office: 

Landscape architect 
Surveyor 
Supply clerk 
Electrical engineer 
Mechanical engineer 
Planting expert 
Draftsman 
Estimator 


Draguignan Cemetery: Construction engineer 
Cemetery: 
Inspector 
Inspector 
Cambridge Cemetery: Inspector 
Hamm Cemetery: 
Construction engineer 
Inspector 
Henri-Chapelle Cemetery: 
Construction engineer 
Inspector 
Margraten Cemetery 
‘onstruction 
Inspector 
St. Avold Cemetery: 
Construction engineer 


Do 
St. James Cemetery: 
Construction engineer 


Unclassified 


Gs-3__ 
Unclassified. 


Do 
Neuville Cemetery: 
Construction engineer. 
pector 


Total, European theater 


tery: 
Construction engineer 
Assistant 


tery: 
Construction engineer 
Engineer aide 


tery: 
struction engineer 


Total, Mediterranean 


PC Grade 1954 1955 
1 1 
FIELD 
1 1 
7 
20 
1 
1 
1 
1 1 
1 1 
St. Laurent Cemetery: 
1 1 
1 1 
10 
N 
‘Car 
Flo . 
Merano (marble quarry): Inspector._.---.........--------------]----.do..------ 


698 


Construction of memorials and cemeteries—Continued 


Position title Grade 1954 1955 
FIELD—continued 
Pacific theater 
Fort McKinley Cemetery: 
Construction engineer. GS-11........- 1 t 
SUMMARY 


Revised construction program, fiscal year 1954 


Estimated | Obligated to| Obligated Obligated 
cost June 30, 1953 1954 1955 
Draguignan Cemetery: 
pL SS er eee $41, 413 $25, 525 $5, 000 $10, 888 
Water supply and distribution. 71, 402 62, 074 
Headstones and 36, 504 36, 504 
rical s supply anc and 38, 775 14, 852 
wers and drains_. see 31, 900 300 20, 000 11, 600 
fee ewe 47, 846 26, 040 15, 000 6, 806 
Roads, walks, ‘parking, | service areas...._._. 56, 504 1, 500 30, 000 25, 004 
Landscape architect and consultants. 
Epinal Cemetery: 
Water supply and distributio east 
Headstones and foundations - - 
Structures. 
Electrical su and distribution. 
Roads, walks, parking, service 144, 600 144, 600 
Landscape architect and consultants. _____- 11, 454 9, 000 1, 000 1, 454 
thn 1, 777, 539 1, 551, 087 144, 731 81, 721 
St. James Cemetery: 

Water supply and distribution. 172, 519 158, 182 
Electrical s supply and distribution. 40, 100 15, 368 
71, 309 13, 000 35; 000 23, 399 
Roads, walks, parking, service areas... __- 120, 807 30, 645 50, 000 , 162° 
20, 000 13, 420: 
760, 972 501, 036 100, 000 159, 936 

dseape architect and consultants. _____. 11, 500 8, 000 1,000 2, 500: 

1, 735, 211 1, 053, 918 432, 385 248, 908 
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Revised construction program, fiscal year 1954—Continued 


Estimated | Obligated to 
cost June 36, 1953 

| 

| 


Obligated Obligated 
1954 1955 


Cambridge Cemetery: | 
Walls and fences ___ 753 
Water supply and distribution._ 
Headstones and 
Grading - 
Structures. . 
Sewers and drains______- 
Landscaping 
Roads, walks, ete... 
Entrance 
Contingencies 70, 3 
Memorial. q 575, 159 
Landscape architect and er : 7, 800 
North entrance steps... 44, 700 


1, 712, 677 1, 204, 372 | 


St. Laurent Cemetery: 
Walls and fences _- 
Water supply and distribution_____- 
Headstones and foundations 
Grading. - 
Structures. 
Electrical supply and distribution__ 
Sewers and i ins 
Landscaping 
Roads, walks, ete 
Entrance 
Contingencies... 
Memorial 
Landscape architect and consultants 14, 000 | 
Development of bluff and shore.__________- 390, 000 | 


3, 428, 918 | 


M Cemetery: 
lis and fences... __. 
Water supply and distribution. 
Headstones and foundations. - 
Grading 
Structures 
Electrical supply and distribution. _- 
Sewers and drains 
Landscaping -- 
Roads, walks, ete_- 
Entrance 


Landscape architect and consultants 


St. Avold Cemetery: 
Walls and fences 
Water supply and distribution 
Headstones and 
Gradin 
Electrical su 
Sewers and 


Entrance gates. 
Contingencies_- 
Memoria 


Hamm Cemetery: 
alls and fences 
Water supply and distribution 
Headstones and foundation 


Electrical sa 

Sewers and 
Landscaping 
Roads, walks, ete__ 
Entrance gates 
Contingencies 
Memorial 


651, 015 | 


| $23, 734 
35,008 | 
20, 000 | $50, 321 
50, 000 | 104, 841 
1, 000 | 2, 000 
351, 143 | 157, 162 
112, 155 | 55, 233 
508, 823 
73, 605 | 
14° 300 | 39, 200 | 
37, 838 | 44,822 
72, 655. | 75, 000 | 70, 947 
9, 630 | 75, 000 | 80, 786 
4,050 | 
40, 000 | 99, 839 
1, 109, 626 | 100, 009 | 197, 576 
11,000 | 1,000 | 2) 000 
80, 000 310, 000 
2, 047, 617 | 620, 153 | 761, 148 
25, 273 | 458 
178, 779 | 96, 887 81, 892 |_- F 
449, 725 | 434, 725 
10, 000 | 130 | 9, 870 
118, 678 | 33, 500 
re 92, 175 | 11, 530 60, 000 20, 645 
me 98, 082 | 4, 285 40, 000 53, 797 
met 268, 834 | 114, 500 70, 000 84, 334 
> 50, 000 100, 916 
__.| 1,130, 800 89, 336 790, 000 251, 464 
14,000 11, 000 1, 000 2, 000 
Po 2, 626, 595 | 797,240 | 1,316, 199 513, 156 
_ 
35, 502 14, 600 
er 229, 771 179, 108 30, 000 20, 663 
556, 800 556, 800 
24, 000 10, 534 
111, 235 70, 400 
abi. 170 28, 910 70, 000 24, 260 
Landscaping ERE 5 eee 200, 431 57, 216 75, 000 68, 215 
278, 854 117, 935 90, 000 70, 919 
80, 595 750, 000 | 450, 205 
Landscape architect and consultants. .____- 15, 000 11, 000 1, 600 | 3, 000 
1, 164, 624 | 1, 203, 567 | 807, 482 
8, 800 7,305 | 4,408! 
94, 920 117 | 20, 000 21, 803 
118, 022 | 15, 000 43, 295 
d distribution..._---__- 39, 424 7,317 | 10, 000 22, 107 
187, 31, 000 | 15, 000 21, 620 
ys 7, 46, 683 20, 000 40, 717 
237, 834 35000 | 50, 000 152, 834 
776, 350 | 47, 916 440, 000 | 288, 434 
Landscape architect and consultants. -_____! 11, 500 | 8, 500 | 1, 000 | 2, 000 
Se 1, 924, 087 | 564, 778 | a 708, 204 
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Revised construction program, fiscal year 1954—Continued 


Estimated 
cost 


Obligated to 
June 30, 1953 


Obligated 
1954 


Obligated 
1955 


Henri Chapelle Cemetery: 


Walls and fences. 
Water supply and distribution... 
Headstones and 
Electrical su ply and distribution. 

Sewers and ns 

Entrance gates... . 
Contingencies 
Memorial 
Landscape architect and consultants. . 


Neuville en Condroz Cemetery: 


Water supply and distribution... 107, 27, 273 , 20, 135 
Headstones and foundations... 328, 350 316, 500 |.-......- 11, 850 
Electrical s supply and distribution 35, 29, 000 5,111 
Sewers and 00, 791 |.-...... ‘ 50, 000 19, 751 
Landscaping -_..-.-- 167, 766 16, 193 70, 000 81, 57: 
Roads, Walks, ete... ._...--- 165, 343 80, 000 84, 543 
Entrance gates 32, 500 |--...- 
Contingencies... .-.-.---- 100, 000 47, 181 
Memorial. wands 1, 152, 278 61, 446 700, 000 390, 832 
Landscape architect and consultants 14, 000 9, 000 1, 000 4, 000 
WOR. cccnnisvccussesrescovcvevssuscces 2, 397, 965 465, 459 1, 267, 530 664, 976 
Anzio Cemetery: 
Water supply and distribution. ......_.___- 134, 370 
Headstones and 317, 104 
Structures__. 119, 202 
Electrical supply distribution , 693 
wers and 61, 352 
Landscaping. 
Roads, vals, ete. 107, 514 
Entrance gates 25, 000 
Contingencies 105, 940 | 
Landscape architect and consultants... 12, 500 
sows 2, 263, 645 
Carth 
Walls and fence: 56, 572 41, 573 14, 
Headstones and foundations... 125, 785 19, 133 
Sewers and 34, 815 18, 990 
Landscaping... .......-. 113, 989 85, 551 , 000 8, 438 
Roads, walks, ete , 935 55, 530 , 000 25, 405 
| Sere eee 891, 827 300, 565 100, 000 491 262 
dscape architect and consultants 10, 000 7,000 1, 000 2, 000 
kn corermnnnenpevatenincivcegiais 1, 618, 876 874, 814 197, 824 546, 238 
Florence Cemetery: 
25, 132 
and foundation: 445 233, 645 
Grading 106, 087 61, 826 20, 000 24, 261 
Electrical sips and distribution _. 26, 000 10, 904 10, 000 5,096 
Sewers and drains_._......__.._.-_-- 111, 945 281 30, 000 46, 664 
Landscaping. _---..--.---- 145, 974 78, 104 25, 000 42, 870 
Roads, walks, ete... ._--- 124, 726 51, 669 35, 000 38, 057 
7, 500 38, 507 
RENE ean eS 894, 651 444, 669 100, 000 350, 982 


$85, 616 $4, 768 
147, 124 44, 133 80, 000 $22, 991 
451, 568 451, 568 |......- 
25, 000 13, 850 
122, 482 33, 265 
43, 833 R89 25, 000 17,944 
75, 000 21, 774 
145, 741 38, 350 50, 000 57, 391 
100, 000 181,179 
100, 000 79, 500 
1, 139, 770 69, 216 800, 000 270, 554 
13, 280 8, 500 1, 000 3, 780 
2, 770, 867 1, 412, 215 694, 113 

| 
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Revised construction program, fiscal year 1954—Continued 


Obligated to| Obligated 
June 30, 1953 1954 


Florence Cemetery—Continued 
Landscape architect and consultants 

Bridge 

River banks and dam 


Manila Cemetery: 
Walls 


Water supply and distribution 
Headstones and 
in 


Structures 

Electrical supply and distribution...._____- 
Sewers and drains 

Landscaping 

Roads, walks, etc 

Entrance gates-- 

Contingencies. 

Memorial. 

Landscape ar 


SUMMARY 


$1, 088, 312 
1, 777, 539 
1, 735, 211 
1,712, 677 
3, 428, 918 

Margraten 5 

St. Avold_... 


2, 
3. 
1 
2 
2, 
2, 
1 
2, 
5, 


Total... 


Sratus OF ConsTRuUCTION PRoGRAM, NOVEMBER 30, 1953 


Cambridge.—Wells and fences complete except for painting and possibly addi- 
tional braces. Water distribution and sprinkler system installed except within 
houses, visitors’ building, and utilities area (under contract). Pumps and con- 
trols being supplied, not yet installed. Headstones all erected. Grading still 
going on rem of retaining wall. Service buildings approaching completion; 
two sets of quarters completed: visitors’ building under contract. oilet facilities 
for visitor groups not yet started. Electrical supply and distribution mostly 
under contract. Landscaping largely completed; expect to complete most of 
remainder by next spring: permanent grass sown over one-half the area. Roads, 
walks, etc., largely completed or under contract. Entrance gates under contract. 
Memorial: Fabric of structure and mall completed; stained glass and exterior 
map completed; sculpture under contract; interior map designed and awaiting 
bid; bronze and light fixtures under contract; expect to start inscribing names of 
missing next spring; flagpole erected. North entrance and steps complete except 
for minor retouches. 

St. James.—Fence completed; erection of wall contingent upon receiving more 
favorable prices. Well, reservoirs, and pumphouse completed; pumps and fittings 
awaiting installation; distribution and sprinkler system installed except for 
garage. Headstones all installed. Grading completed except for minor retouches. 

wo sets of quarters completed; garage, storage, and combustible storage under 
contract; visitors’ building awaiting architect’s working drawings; toilet facilities 


41872—54—pt. 1——45 


“ie 
cost 1955 
cauiaial $11, 500 $8, 500 $1, 000 $2, 000 
eee 46, 764 13, 326 5, 000 28, 438 
2, 159, 564 1, 170, 582 412, 107 576, 875 
Fe 317, 160 301, 606 10, 000 5, 554 
59, 549 8, 882 20, 000 30, 667 
205, 000 63, 245 100, 000 41, 755 
59, 406 29, 666 10, 000 19, 740 
119, 605 49, 710 50, 000 19, 895 
455, 999 158, 506 100, 000 197, 493 
238, 353 110, 873 50, 000 77, 480 
| 77, 983 514, 234 
} 1, 721, 326 97, 696 933, 000 690, 630 
12, 000 7, 000 1, 000 4, 000 
5, 169, 806 1, 750, 746 1, 451, 983 1, 967, 077 
CEMETERY 
$497, 701 $302, 933 $287, 678 
1, 551, 087 144, 731 81, 721 
1, 053, 918 432, 385 248, 908 
1, 204, 372 351, 143 157, 162 
2, 047, 617 620, 153 761, 148 
797, 240 1, 316, 199 513, 156 
1, 164, 624 1, 203, 567 807, 482 
924, 087 564, 778 651,015 708, 204 
770, 867 664, 539 1, 412, 215 694, 113 
Neuville-en-Condroz...............-....-----.. 397, 965 465, 459 1, 267, 530 664, 976 . 
ME, nw ckidh'ndipddsddengdsscebussbedstecsougeen 263, 645 1, 565, 807 251, 263 446, 575 
se 618, 876 874, 814 197, 824 546, 238 
159, 564 1, 170, 582 412, 107 576, 875 
169, 806 1, 750, 746 1, 451, 983 1, 967,077 
| 15, 932, 556 10, 065, 048 8, 991, 403 
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for visitor groups not yet started. Transformer house under contract; trans- 
formers, lines, and panels await its completion. Storm drainage mostly installed; 
balance together with sewage system partly under contract, partly awaiting 
visitors’ building plans. Landscaping completed in graves area; balance awaits 
completion of structures; one ornamental feature to be designed for main, axis; 
permanent grass sown over one-half of graves area. Entrance gates being de- 
signed by architects. Memorial: Main fabric and terrace completed; stained 
glass ready for installation; bronze and wrought iron under contract; flagpoles at 
site; historical maps (2) being fabricated; light fixtures at site; sculpture underway ; 
expect to start inscribing names of missing next vear. 

St. Laurent.—Fence 80 percent erected, some additions have become necessary ; 
escarpment wall under contract, 50 percent complete. Well ready; reservoirs 
and pumphouse completed; pumps and fittings ordered; sprinkler system installed ; 
dsitribution system proceeding. Headstones all installed. Grading partly com- 
pleted. Two sets quarters approaching completion; all other utilities buildings 
under construction; bids for visitors’ building to be ealled for in December; 
toilet facilities for visitor groups not yet started. Electrical supply and distri- 
bution awaiting completion of transformer house. Sewers and drains nearing 
completion in graves area; remainder depends upon completion of roads and 
structures. Landscaping partly completed in graves area and its perimeter; 
elsewhere awaits completion of structures, ete. Roads and walks under con- 
struction; entrance road improvement will be started after all heavy loads are in. 
Entrance gates being designed by architect. Memorial: Fabrie of memorial 
and chapel completed; historical map drawings in France awaiting call for bids; 
bronze fabrication completed; flagpoles at site; sculpture casting under contract; 
expect to start engraving names of missing during 1954. Development of bluff: 
Bids received on overlook. 

Margraten.—Fence and hedge installed. Well drilled and being tested; 
sprinkler system installed; reservoirs and pumphouse approaching completion; 
pumps and fittings under contract. Headstones 45 percent delivered; 25 percent 
installed. Grading proceeding. Two sets quarters approaching completion; 
utilities buildings under construction; visitors’ building bids received; toilet 
facilities for visitor groups have not been started. Transformer house under 
contract; other electrical items await its completion. Sewers and drains under 
construction. Landscaping completed in graves area; remainder awaits com- 
pletion of structures, ete. Roads and walks under construction. Entrance 
gates awaiting architects’ design. Memorial: Contracts for construction and 
stone supply awarded (eall was delayed by discussion as to merits of building 
over a geological fault or moving the tower; the latter decision adopted) ; sculpture 
being developed in the United States; flagpole at site. 

Henri Chapelle—Hedge planted; seeking lower price on wall around graves 
area. Sprinkler system installed; well under contract (delayed by death of con- 
tractor) ; reserycir and pumphouse out for bids. Headstones 95 percent received; 
85 percent installed. Grading complete in graves area; not started elsewhere. 
One set quarters and service buildings nearly completed; call for bids on other 
set quarters issued; visitors’ building forms part of memorial, toilet facilities for 
visitor groups not yet started. Electrical supply and distribution awaits com- 
os ion of well. Only storm sewage started. Landscaping in graves area, and 

edge, only. Call for bids for roads, walks, ete., issued. Entrance gates await- 
ing architects’ design. Memorial: Plan to call for bids during January; flagpole 
at site. 

Neuni'le-—Hedge and fence being installed. _Wells under contract; sprinkler 
system installed; reservoir and pumphouse call for bids being prepared. Head- 
stones being delivered, 500 erected; foundations completed. Grading not started. 
One set of quarters nearly completed; call tor bids issued for other set of quarters 
and service buildings; awaiting architects’ plans for visitors’ building. Mass 
planting around graves area completed. Flectrical supply and distribution not 
started. Sewers and drains not started. Clearing started for roads, walks, ete. 
Fntrance gates awaiting architects’ designs. Memorial: Local representative 
producing working drawings; plan to call for bids in January; sculptor working 
on scale medels; flagpole at site. 

Hamm.—Fence erected, some elements to be added; no perimeter wall con- 
templated. Municipal water supply connected; reservoirs and pumphouse com- 
pleted; pumps and fittings on order; sprinkler system installed. Headstones 100 
percent delivered, 80 percent installed. Grading in graves area completed; else- 
where 75 percent completed. Two sets of quarters and service buildings under 
construction; awaiting architects’ design for visitors’ building; toilet facilities for 
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visitor groups not yet started. Major elements of electrical supply and distribu- 
tion under contract. Sewers and drains completed in graves area; remainder of 
storm drains depends on completion of memorial, etc., sewage system under con- 
tract for houses and service buildings. Landscaping completed in graves area; 
remainder depends on tcmpletion of structures, ete. Roads and walks completed 
in graves area; remainder awaiting completion of structures, ete. Entrance gates 
awaiting architects’ designs. Memorial: Entrance court cleared, graded, and 
curbed only. 

St. Avold—Fence erected; wall along entrance front being designed by archi- 
tects. Well completed and pump installed; main installed; reservoir and pump- 
house completed; pumps and fittings at site; sprinkler system installed. Grading 
nearing completion. wo sets of quarters and utilities buildings completed; 
visitors’ building awaiting architects’ design; toilet facilities for visitor groups not 
started. Transformer house completed; remainder of electrical work under 
contract. Sewers and drains completed in graves area and for houses and utilities 
area; will be completed when memorial is built. Landscaping about 25 percent 
completed; a large amount of planting is planned for this coming season; orna- 
mental wall at knoll completed. Roads, walks, ete., approaching completion in 
graves area; balance mostly under contract or to be done when memorial and gates 
completed. Entrance gates awaiting architects’ design. Memorial: Contracts 
for construction and stone supply awarded; artist working on sculpture models; 
flagpole shipped. 

Epinal.—Wealls and fences complete except for possible retouches. Water 
supply and distribution complete except for installation of pumps, ete., which 
are et site. Headstones all installed. Grading complete except for minor re- 
touches. Two sets of quarters and utilities buildings completed; visitor group 
toilet facilities started. Transformer house completed; other electrical work 
under contract. Sewers and drains complete except for possible retouches. 
Landscaping complete except around memorial and houses and service buildings, 
also outside perimeter woll; permanent grass about one-half completed. Roads, 
walks, ete., complete except for final wearing coat (mostly under contract). 
Entrance gates being designed by architects. Memorial: Fabric complete; 
bronze complete; historical map installed; final retouches being given; flagpole 
erected. Expect to start engraving names of missing in 1955. (The total cost 
of the memoria! will run a little over the estimate.) 

Draguignan.—Fence erected; perimeter and entrance walls 80 percent com- 
pleted. Well drilled and pump installed; reservoirs and pumphouse completed; 
pumps and fittings at site; sprinkler system installed. Headstones all installed. 
Grading finished exeept for retouches. Quarters and utilities buildings nearing 
completion; visitors building to be started next spring; visitor group toilet facilities 
not started. Electrics! supply and distribution under contract. Sewers and 
drains mostly installed, balance awaits completion of memorial and visitors 
building. Landscaping completed exeept around uncompleted structures. 
Roads, walks, etc., completed except near uncompleted structures. Entrance 
gates awaiting architects’ design. Memorial: Under construction; sculpture 
model at site awaiting execution; artist producing mosaic for interior surface; 
bronze ordered; flagpoles at site. 

Florence-—Most of fence installed; no perimeter wall contemplated. Well 
drilled, pumphouse completed, and pumps being installed; reservoirs under 
construction; sprinkler system installed. Headstones, 200 installed, remainder 
under contract; foundations completed. Grading approximately 90 percent 
complete. Quarters and service buildings under construction; visitor group 
toilet facilities not yet started. Electrical supply and distribution awaiting com- 
pletion of transformer house, which is under contract. Sewers and drains com- 
plete in graves area; under construction elsewhere except at memorial and 
structures. Roads, walks, etc., under construction. Entrance gates awaiting 
architects’ design. Memorial: Under construction; sculptor working on scale 
models; artist working on mosaic design for chapel interior; flagpole at site. 
Bridge oe architects’ working drawings. River banks and dam partly 
completed. 

lee iaie and fences virtually completed. Reservoir and intake ap- 
proaching completion; pumps and fittings at site; pumphouse under construction; 
sprinkler system installed. Headstones all installed. Grading 90 percent com- 
pleted. Two sets of quarters and utilities buildings completed; visitors’ building 
under construction; visitor group toilet facilities not yet started. Contract about 
to be awarded for electrical supply and distribution. Sewers and drains virtually 
completed. Landscaping 90 percent completed; permanent grass being sown. 
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Roads and walks nearly completed. Entrance gates awaiting less expensive 
design from architects. Memorial: Fabric nearly completed; bronze and marble 
sculpture in place; historical map designs approved at final scale; expect to start 
engraving names of missing in 1954; flagpoles at site. 

Carthage.—Fence complete except for retouches; walls nearing completion. 
Water supply complete and functioning except for memorial and visitors’ building. 
Headstones all installed. Grading nearly completed. Two sets of quarters and 
service buildings approaching completion; visitors’ building under construction. 
Electrical supply and distribution largely completed. Sewers and drains com- 
pleted except for memorial and visitors’ building areas. Landscaping 75 percent 
completed. Roads, walks, etc., 75 percent completed. Entrance gates awaiting 
architects’ designs. Memorial: Under construction; sculptor’s models completed; 
bronze ordered; flagpole at site. 

Suresnes.—Complete except for possible minor retouches. 

Brest Memorial.—Negotiations with local authorities started. 

Manila.—Fence installed. Two wells completed and pumps functioning; 
reservoirs and pumphouse under construction; sprinkler system installed. Head- 
stone foundations completed. Grading 50 percent completed. Awaiting archi- 
tect’s working drawings for structures. Part of electrical supply and distribution 
system installed; transformers at site. Sewers and drains 50 percent installed. 
Nursery for propagation of plants and trees is now of large size. Few plants as 
yet set out but when we are ready the nursery will be able to supply a large 
proportion. Permanent grass is being planted. Roads and walks 50 percent 
completed. Entrance gates awaiting architect’s plans. Memorial awaiting 
architect’s revised plans. 

Mr. Puiuuips. The chairman of this committee finds himself in a 
peculiar position today, and he had better announce that quickly 
before somebody else on the committee calls attention to it. The 
President put Senator Potter and myself on the Commission. 

Mr. Yates. He couldn’t get two better men. 

Mr. Puuiuirs. I think this is because this subcommittee has taken 
a very close interest in the work of this Commission. 

Mr. Yates. I think it is very fitting. 

Mr. Puiuurps. I think I should say what has been said before on 
this subcommittee, that I oy we will get all these memorials up or 
at least pretty well finished before General North finds it necessary 
to retire, because when General North retires there is a strong pos- 
sibility that construction costs will rise. 

General, do you have a statement that you would like to make 
other than that which is made here? 


GENERAL STATEMENT 


General Norra. The committee, as Mr. Phillips has already indi- 
cated, is probably aware that in July of 1953 the President appointed 8 
new members to succeed 8 who had resigned. The present Com- 
mission consists of General Marshall and 2 others of the earlier 
membership, plus these 8 new members, among whom we are privileged 
to work with Congressman Phillips and Senator Potter. 

The Commission met in early September, and after electing Adm. 
Thomas C. Kincaid as its vice chairman, were briefed on the work 
that is going on or is planned. In October, five members, including 
Congressman Phillips and Admiral Kincaid, inspected all of the 
World War II construction work in Europe and North Africa as well 
as many but not all of the World War I cemeteries and monuments. 
They were in Europe 24 days. It was a gruelling experience with 
long hours of travel and work which gave them little or no time for 
relaxation. The group covered our installations from Cambridge in 
Europe to Carthage in North Africa. 


4 


705 


I mention this for two reasons: First, to underscore the public spirit 
of these members who serve without pay, and, secondly, to illustrate 
the wide geographical spread of the Commission’s operations. More- 
over, the Commissioners used for much of the travel an airplane loaned 
by the Air Force. In our everyday work we don’t have that facility. 
The committee will appreciate, I hope, the large amount of traveling 
that must be done by our inspecting and supervising personnel, and 
the time that it consumes. Ours is a full-time job. Means of travel 
are as essential to us as is a supply of capital to a business. ‘That we 
administer economically is attested by the fact that we shall return 
to the Treasury more than $10,000 of the $30,000 specially voted for 
the dedication of Suresnes Memorial. 

We expect that other members will shortly inspect our work both 
across the Atlantic and possibly in Manila. 

We operate under two appropriations. The first is maintenance. 
I found the Paris office somewhat topheavy last spring, so we reduced 
the force. Our action has been offset in part by recommendations of 
the General Accounting Office that we should keep our propert 
records in greater detail. I hope our maintenance repair work wi 
now be carried out more efficiently. We keep a close eye on mainte- 
nance, the cost of labor and utilities and so forth, and in Washington, 
go over the vouchers as they come through our office each month and 
question items that appear excessive. But since we are now passi 
from construction to maintenance on World War II cemeteries an 
memorials we must ask for slight increases in maintenance funds. 

The other appropriation is for construction. The justification shows 
the construction work is well along at all cemeteries. All headstones 
have been erected at all cemeteries except Margraten- Henri-Chapelle, 
Neuville, Hamm, Florerce and Manila, and at only 4 of these are less 
than 50 percent erected. Cambridge, St. James and Anzio cemeteries 
are nearly completed; most of the others are well along. The memo- 
rials at Cambridge, St. James, St. Laurent, Epinal and Nettuno are 
also approaching completion. Work has started on Draguigan, 
Carthage and Florence memorials; Margraten and St. Avold memo- 
rials are under contract. We expect to call for bids on Henri-Chapelle 
and Neuville memorials early this year. That leaves only Manila 
and Hamm memorials to get started. 

Concerning Manila, the American Battle Monuments Commission 
and the Fine Arts Commission have approved the architect’s revised 
designs, and we have told him to prepare his working drawings with 
the fine that we can get this memorial under contract this summer. 

for Hamm memorial, we cannot go ahead until the Commission 
declares itself satisfied with a design. 

It is an unceasing effort to push this work. We constantly harass 
the architects, foreign representatives, the artists, our overseas 
offices, the contractors. But the work is really moving along, I 
assure you. 

We have virtually completed our research and preparation of lists 
of the names and particulars of the missing of World War II which 
we are to inscribe on the various memorials. These lists include the 
missing in action and those lost or buried at sea. They number 
11,427 in the European area, 8,269 in the Mediterranean area, 4,836 
in American waters, and 51,895 in the Pacific—a grand total of 
76,427. This is several thousand less than the earlier estimates 
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given us by the services, and reflects the recovery of remains and 
identifications by the American Graves Registration Service since the 
war. 

It is noted that Public Law 871, 80th Congress, directs that the 
names of those who were missing in the overseas theaters of operations 
shall be inscribed at the memorial most appropriate to the circum- 
stances under which the service man died. Included in the totals 
I have just reported there were 4,836 who were missing or lost or 
buried at sea off the coasts of North and South America. It would 
be cone raga to record their names at a memorial in Europe or 
in the Pacific. 

Finally, for your information, our figures indicated that in World 
War II 107,213 are buried overseas, and 76,427 are missing or lost 
or buried at sea. 

Mr. Purturrs. Thank you, General. You should also mention 
that during the past year another member of the committee, Mr. 
Yates, found it possible, and we are glad that he did, to visit a num- 
ber of the cemeteries, just as another member of the Appropriations 
Committee did prison | years ago, although not a member of this 
subcommittee. If more Members of the Ccdierens were to see these 
cemeteries they would realize the program that is being carried out 
and how effectively it is planned for the preservation of the bodies 
and the memories of the men who died on foreign soil, and also they 
would see the difficulties of construction you face in some of the 
countries other than our own. 


CONSTRUCTION PROGRAM 


Let us get clear on the record how much construction will be con- 
cluded in the next fiscal year, or, to put it another way, how much 
construction will remain to be done on July 1, 1955, that is, at the 
end of the fiscal year for which you are asking funds. How much 
construction do you anticipate will still be undone at that time? 

General Nortru. May | list them, please, sir. 

St. Avold Memorial will remain incomplete; St. Laurent, some of 
the landscaping will remain incomplete; Henri-Chapelle, the cemetery 
and memorial will remain incomplete; Neuville, the cemetery and 
memorial will remain incomplete; Hamm, the memorial will remain 
incomplete; Margraten, the memorial will remain incomplete; 
Florence, the memorial will remain incomplete; and in the Philippines; 
the cemetery and memorial will remain incomplete. 

In some or all of the cemeteries we may not have inscribed the 
names of the missing in totality. At this moment I cannot forecast. 

Mr. Paruures. This matter of inscribing the names is not a matter 
of construction but a matter of being ready to inscribe them? 

General Norru. That is correct, sir. 

Mr. Paruurrs. All right, now, put the date a year in advance. 
On July 1, 1956, will any of the memorials that you have listed still 
be unfinished? 

General Norra. I would judge that only Hamm and Fort 
McKinley, sir. They should both be approaching completion at 
that time. 
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FORT M’KINLEY CEMETERY, MANILA, P. I. 


Mr. Paruures. Will you tell us what the situation is in Manila? 

General Norru. In Manila, sir, the development of the cemetery 
involves a huge amount of landscape work. That means grading, 
drainage, planting and so forth. It is well along. The road building 
is well along. The utilities buildings, in part, are being erected. 
For the memorial, however, we have only just approved the plans 
for erection. That is, they have just been approved in the Com- 
mission’s office for erection, because up until last year I felt: there 

was not sufficient money in sight to authorize its going ahead. 

The big delay in Manila, however, that bothers us most is that of 
the headstones of which only few have been delivered. The contractor 
has had difficulties in production. 


HAMM CEMETERY, LUXEMBOURG 


Mr. Puruurres. I would like to say a little regarding Hamm because 
this subcommittee has been very much interested in that now for 3 
years. Last year, for the second time, this committee suggested that 
the Luxembourg Memorial should not be financed until a reexamina- 
tion was made of the situation, a restudy of the designs which had 
been presented to us by the Commission, and a redecision by the new 
Commission. Last year the matter came to a head, shall 1 say, and 
the committee wrote into its report this, and I quote from page 4 of 
the committee report on the First Independent Offices Appropriation 
Bill of 1954: 

No money is provided for the Luxembourg Memorial until a complete reexam- 
ination of the design of that location is made and a report submitted to the 
committee. 

As you all remember, and I say this to refresh all our memories, 
the problem was that Luxembourg is a very unique location, and the 
design of the memorial submitted seemed to many people, both in 
Luxembourg and people who have visited there, and members of the 
committee and some members of the Commission, to be inappropriate 
for the location, whatever its merits might have been in some other 
place. There were some who questioned even the latter. 

A committee was appointed out of the Commission this summer, 
which studied the matter very thoroughly and unanimously refused 
to approve that design for the memorial. This was reported to the 
Commission at a December meeting. 'The Commission requested the 
architect to review the designs carefully, and asked him if he would 
change the designs to make them more appropriate to that location. 
The architect has refused to do that, and the Commission will exercise 
the option under the contract and cancel the contract. 

I do not want to get involved in a discussion on the record of the 
arguments or the merits except to say that I think the committee will 
feel unanimously and the Commission will feel unanimously that that 
is the best possible solution of the situation. 

Now, Mr. Reporter, I will go off the record. 

(Discussion off the record.) 
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MAINTENANCE OF WORLD WAR II CEMETERIES 


Mr. Purures. I notice, General, that you ask for $25,000 addi- 
tional for maintenance for next year, which is the only increase, and 
it refers entirely to World War i cemeteries. Why is that? 

General Norru. It was caused because these World War II cem- 
eteries are approaching completion and passing from a construction 
to a maintenance status. While construction is going on a lot of the 
cleaning up and so forth is done under the construction appropriation. 

Mr. Puruuirs. You will now have to pay for that work out of 
maintenance funds? 

General North. Yes, sir. 


OTHER OBJECTS 


Mr. Puitiirs. Why do you have such an increase in rents and 
utility services? That is No. 05, page 3 of the justifications. 

Colonel Suaw. Electricity. 

Mr. Puiturps. You cannot justify $9,000 for electricity, can you? 

Colonel SHaw. $5,300 of that is electricity, $1,700 for water, and 
$2,000 is for rents. 

Mr. Why? 

Colonel] SHaw. At present rental of the Rome office is paid from 
two appropriations. We are doing maintenance and construction 
there, so the cost of rental of the Rome office is split. The Budget 
Bureau has approved this idea, that is, they told me at our last session 
we should begin gradually to move over from construction to mainte- 
nance those expenses which will become in the end entirely mainte- 
nance such as this, the operation of the Rome office. 

General Nortu. May I interpolate, the electrical charge reflects 
the costs for pumping water. 

Mr. PxI.uirs. ta about to ask you my annual question. How 
are you getting along with your water supplies? 

General Nortu. I am happy with the water supply at every station 
except three. One of them is Margraten where we have dug a well. 
Its output has not yet satisfied me. But we have, however, now 
arranged to buy local water if we need it, so I think we are all right 
one way or the other; Margraten will be satisfactory. At Henri- 
Chapelle I am not yet satisfied. We ran into a series of conditions 
there including the contractor being killed in an accident. Our 
Paris office is finding another contractor to dig that well. I have no 
report whatever on that, sir. 

r. Paiturrs. You think water is available but you just have not 
dug the well? 
eneral Norrn. Yes, sir. 

Mr. Putuurps. Are you going to test the wells? 

General Nort. No, sir. e man who died was killed at the time 
we should have started them, and there has been a great deal of 
dilatory things there. How much it is the fault of our office I don’t 
know. ‘To find good well drillers in Europe is a difficult job, that is, 
substantial ones and not fly-by-nights. ; 

At Neuville we have just learned that community water is coming 
by the cemetery. We may not have to dig any wells. I have sus- 
pended our contracts there for digging wells. 
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In general terms I would say the prospect is satisfactory except for 
Henri-Chapelle, about which I cannot tell you. 

Mr. Yates. On this point, as I recall, you had a water problem at 
Anzio, did you not, as a result of the flooding every spring? Has that 
been solved satisfactorily? 

General Nort. At Anzio, sir, the only problem was that we had 
an accident that destroyed a reservoir that was under construction, 
but the new reservoir is complete. But there is no problem 

Mr. Yates. I thought they kept tapping water as they tried to 
sink the foundations for the chapel. 

General Norru. Not at Anzio. 

Mr. Yates. Was this at Epinal? 

General Norru. At Anzio we have no water problem. We have 
a stream that never runs dry. At Epinal we are building a visitor’s 
building which has springs under it. We have solved that problem. 
We are building that on piles running down to the granite. We have 
no problem there. 

Mr. Puriuurrs. This $2,000 for additional rent in reality is not an 
increase; you are not getting additional space, you are merely making 
a revision of the accounting system to charge it where you think it 
should properly be charged if you are going to continue? 

Colonel Suaw. Yes, sir. 

Mr. Puiturps. How about the increase of $10,892 in other con- 
tractual services? That is a fairly large item. 

General Nortu. That again, sir, would reflect the repairs of the 
World War I installations. We are always trying to get enough money 
to do those repairs, and each year it is cut back as to such things as 
repairing of roads and paths, which get worse each year. 

Mr. Parniive: You have $5,222 more for supplies and materials. 
waar Nortu. That will reflect World War II as well as World 

ar I. 

Mr. Puiuuips. You do show a reduction of $9,738 in equipment. 

Colonel SHaw. That is not anywhere near what we had originally 
requested for equipment, but the Budget Bureau cut the total request 
and gave us 2 days to revise our tables, so we arbitrarily say, “We 
will have to cut out a lot of equipment that we intended to buy.” 


CONSTRUCTION OF MEMORIALS AND CEMETERIES 


Mr. Paruuips. All right, now, turn over to the construction item 
which is on page 8 of the justifications. It shows a request for $7 
million as compared to $6,985,586. That is $14,414 more for next 
year than this year. 

Colonel Suaw. That $7 million, Mr. Chairman, represents funds 
available for obligation. The appropriation is actually only 
$3,500,000. 

Mr. Purtutps. It does not show here that way. You had better 
clear that up, if you will. 

Colonel SHaw. Yes, sir; we will do that. 

Mr. Do it right now. You are asking for $3,500,000 new 
money for construction work for next year? You have a no-limit 
appropriation, available until spent. 

Colonel SHaw. Yes. 

Mr. Purtirpes. You mean you have $3,500,000 on hand, or will 
have in June? 
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Colonel SHaw. Yes, sir. 

Mr. Puruures. You want $3,500,000 new money. We had better 
make sure that is clear on the record. 

Colonel SHaw. You will find that it is set out clearly in the table 
“Amounts available for obligation” in the committee print, page 18. 

Mr. Putuurrs. Is there any comment on this item $7 million for 
construction, that you have not touched on in your preliminary 
report: 

General Norru. No, sir. About 2 years ago members of the 
Commission asked that this whole program be funded, but for budge- 
tary reasons that was not done, and the Budget Bureau has preferred 
to make us allotments each year. They have shown that if this 
request is approved, we shall have some $7 million with which to 
operate in the next fiscal year, and have pointed out, with justice, 
I regret to say, that we have not obligated more than that in previous 

ears. So in all honesty I cannot urge that the amount be increased, 
ecause we cannot get more personnel competent to operate in our 
work nor can we get contractors to move any faster. 

Mr. Puiturrs. How many automobiles are you asking for, new 
automobiles? 

Colonel SHaw. One in the maintenance appropriation and one in 
the construction appropriation. 

Mr. Pxiturps. How many automobiles do you have? 

Colonel Suaw. Those are for replacement. We have 12, sir, and 
we would then continue to use 10 of the old ones. 


PERSONAL SERVICES 


Mr. Puitutps. I am not sure I recorded that the request for main- 
tenance was $775,000, and the number of employees for maintenance 
next year is 377 as compared to 369 for this year on the basis of posi- 
tions, or 8 new employees. Where wili they go? 

General Norru. That will again reflect the passage from construc- 
tion to maintenance in World War II, sir. 

Mr. Puiuuips. But the number of permanent employees in construc- 
tion reduces from 94 to 92? 

General Norra. What we are doing in that case is employing 
foreigners rather than Americans, and they are on a temporary status. 

Mr. Puiuups. Do you pay them on the basis of American salary 
scales or foreign salary scales? 

General Nortu. No, sir; foreign scales. 

Mr. Krurcer. What is the difference in the two scales? 

General Norra. Less than 50 percent, sir. That is, a foreign engi- 
neer will do at least as good and frequently a better job than one of 
our people for less than half the salary. You see, there is such a 
terrific demand for engineers in the United States today that to find a 
fellow who is floating around Europe, an American looking for a job, 
who is competent, is virtually impossible. We do pick up some men, 
but their background usually is not very broad or adequate, whereas 
we can get foreigners of experience who are glad to accept much less 


ary. 
Mr. Krvurcer. In foreign lands do you employ mostly foreign 
engineers or do you have quite a lot of American engineers? 
eneral Norrn. At this moment, sir, I would say that they are 
running about 50-50. I speak off the cuff, but that is my impression, 
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sir. And I have told our people to tend toward employment of more 
foreigners and less Americans. I might add that the problem of 
employing Americans overseas is aggravated by another factor. When 
the time for his employment ceases, and it does cease in construction 
work, you are then presented with a claim for overtime not compen- 
sated, for accrued leave, for fares home for the family, and so forth, 
which really runs your overhead up terrifically. 

Mr. Kruscer. You do not have that problem with foreign people? 

General Norru. No, sir. 

Mr. Puiuuirs. I suggest there may be an element there of the foreign 
architects’ and engineers’ knowledge of local conditions, materials, 
dealers and everything else which is also of value to us. 

General Norru. Yes, sir. 


PROPOSED AMENDMENTS TO AUTHORIZING LEGISLATION 


Mr. Puiturrs. The Commission has suggested certain revisions of 
the authorizing legislation. That will go, I presume, to the Armed 
Services Committee and will come to us as a matter of information. 
I know of two matters that require and would receive quick action 
if we would put them into the bill. 

The Commission may reimburse other Government agencies for the pay and 
allowances of their personnel assigned to duty with it. 

General, would you like to say something about that provision? 

General Nortu. By our basic legislation, the armed services are 
authorized to detail to duty with us officers of the armed services. 
Including myself, we have had, for several years, roughly 20 such 
officers. 

It is, I think, a reasonable view that this is hardly a project which, 
for so many years, should be charged against the appropriations of the 
armed services, and, as a matter of equity perhaps, the pay and 
allowances of the military personnel should be charged against the 
Commission’s appropriation. There are some additional angles to 
that. One of them is that we are constantly having to rotate these 
personnel, military personnel, which is an additional expense to the 
Commission, and perhaps, if the reimbursement were made to the 
Army, they would find personnel who would be willing to stay with 
this Commission longer, or whom they would not expect to relieve. 

Furthermore, as you gentlemen know, the Armed Forces are now 
planning a reduction in their military personnel, and it is, I think, a 
reasonable assumption that they will tell this Commission that they 
can no longer detail so many of their officers to us. Now, there is 
not an officer in our organization that has a deputy. So that if they 
tell me that we have to reduce officers by so much percent, our wor 
inevitably will suffer. We have no officers to drop into their spots, 
and we have no civilian employees to do the same thing, nor do I 
know where to find them. 

Mr. Puruuies. This is permissive rather than mandatory? 

General Norru. Yes, sir. 

Mr. Puituirs. You might say it is partly an accounting proposition 
so as to set up an actual record of cost to protect you in case of any 
changes in the military policy. 

General Nortu. Yes, sir. 
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Mr. Paruirs. The second provision is entirely a technicality, and 
reads as follows: 

The Commission, as it shall determine, and with the consent of the Secretary 
of the Army, may erect works of architecture and art in national cemeteries 
situated outside the continental limits of the United States. 

General Norru. In order that the authority of this Commission 
might be clearly defined, when the basic legislation was passed (Public 
Law 456 of the 79th Cong), it was enacted, in effect, that this Commis- 
sion might erect monuments wherever it pleased, except in military 
cemeteries operated by the War Department or the Interior Depart- 
ment. Thus, there would be no clash of authority. One situation 
has developed. In the huge Pacific area only two World War II 
cemeteries were established, one in Manila under this Commission’s 
authority, and one in the Punch Bowl Cemetery at Honolulu under the 
Army’s authority. That is still an open cemetery. Burials of vet- 
erans are still going on. There has come a persistent demand, and 
a very proper one, for the erection of a memorial to those who lost 
their lives in the Pacific region and who are buried in the Punch 
Bowl Cemetery or who would have been buried there if not taken 
home, and, furthermore, to those missing in the Pacific waters other 
than those pertaining to Manila. 

Considering the various possible sites for that memorial, there is a 

very strong opinion, although not a unanimous one, that that memorial 
might be erected in the Punch Bowl Cemetery. Now the law prevents 
that. The Army is willing to have that memorial erected in the Punch 
Bowl Cemetery provided that the law would permit. It is not 
determined that it shall be, but the passage of such legislation would 
free our hands a little to negotiate the matter with local authorities 
and the people interested in that memorial in Hawaii. 
' Mr. Yarsgs. I should like to say that I visited a number of the 
cemeteries and memorials last summer in Europe, and I came to the 
conclusion that the Commission and General North are doing a 
splendid job. More than that, I checked with the Paris representative 
of the General Accounting Office, and my opinion was corroborated 
by Mr. Domes. He stated that he had checked the operation of 
the American Battle Monuments Commission and had found that it 
was doing a very creditable job. 


CAMBRIDGE CEMETERY, ENGLAND 


When I was in Cambridge there was a labor problem. Do you 
still have it there? There was a question of obtaining sufficient 
people to finish the work. 

General Norru. I would not consider that a major problem. It 
is reported to me from time to time that labor is scarce. They have 
a peculiar condition in England. There is so much work there that 
before you can build a building, for example, even though you have 
your contractor, you must get permission of some Government au- 
thority so that you shall not divert too much labor into that particular 
area. So that comes up occasionally. But I would not call it a major 
problem. 
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MILITARY PERSONNEL ASSIGNED TO THE COMMISSION 


Mr. Yates. How many officers from each of the branches of the 
military are now assigned to your Commission? 

General Nortu. Two from the Navy. 

Mr. Yarrs. Where are they located? 

General Norru. One in Paris and one in Manila. Four from the 
Air Force, 1 in Paris, 1 in Manila, and 1 in Rome, and 1 in Washington. 
And 14 from the Army, of whom 4 other than myself are stationed in 
Washington, 5 in Paris, and 4 in Rome. 

Mr. Yares. When will replacement have to be made for these 
officers under the rotation program of the military? 

General Norru. They are being made constantly, sir; with the 
exception of 2 officers, all were rotated out of Paris in the last 7 months. 

Mr. Yates. What effect does this have on your operations? 

General Norru. It is extremely expensive because of expensive 
errors and omissions, and, of course, it makes me lose sleep because 
we have to brief these officers and have them catch up on all of the 
details of the work again. 

Mr. Yates. How long does it take an officer assigned to your 
operation to become experienced with his work? 

General Norru. | think it is a reasonable estimate that from the 
time he reports to us and we brief him in Washington and send him 
overseas he is not of much use to us until he has been with us at least 
4 or 5 months. 

Mr. Yares. When does the tour of duty expire? 

General Norru. For the Navy it is 2 years—back to the States in 
2 years; and for the other services, 3 normally. 

Mr. Yates. Have you any opinion as to how this obviously ex- 
pensive procedure could be corrected? 

General Norru. I have already suggested, sir, that if the Com- 
mission should reimburse the Army and Navy there might not be the 
same pressure from the Army to get them back, and then I have also 
thought of suggesting that we might offer a slight additional pay or 
additional promotion or something to people working for us, and then 
they might fight for the job. 

Mr. Yates. Would the pool of retired engineering officers be a 
source of any men? 

General Norrn. I don’t think so for this reason, sir; unless they 
were the younger ones. We don’t want older ones. We want men 
that will do the work themselves and not merely administrate. 

Mr. Yates. Has anybody made known to the Chiefs of the various 
forces the requirements of the Commission and the waste that occurs 
through rotation? 

General Norru. It has been done in many ways, sir. Last spring 
General Marshall took me to brief the Joint Chiefs of Staff who 
assembled for that very purpose, telling them what we were doing, 
how it affects their reputation, as well as the morale of the services 
insofar as care of the dead is concerned; the major reason for this 
conference was to show them our personnel problems. That was 
immediately followed by a rotation, as I say, of virtually all of our 
personnel out of the Paris office. They actually took one man out, 
Colonel Burpitt, one of our most valuable men, and insisted upon 
bringing him back to the States, and assigning him to a station 
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which is to be or has been abandoned, and the colonel now tells me 
he is going to quit the service. That does not do anybody any 
good. We would have loved to have retained him. 

Mr. Yates. The major portion of your construction work will be 
completed in about 2 years? 

General Norra. Yes, sir, by the end of fiscal 1955 I am hoping it 
should be virtually well along toward completion. 

Mr. Yares. Is it true, then, that right now is the important time 
for your work and that it is essential that you keep your trained 
military personnel on the job? 

General Nortu. Yes, sir. 

Mr. Yares. It would be advantageous, in fact almost necessary to 
have these people on the job for the next 2 years? 

General Norta. Yes, sir. 

Mr. Yates. Otherwise there will be a disproportionate waste? 

General Norta. Yes, sir. 


CEMETERY WALKS 


Mr. Yates. I have one item of disagreement with the general, and 
that is with respect to gravel walks in the cemeteries. My own 
reaction was that your arguments were sound for the northern ceme- 
teries of France, and the upkeep and maintenance of those walks 
would best be served by paths of that type; but I wonder if in your 
other cemeteries where you do not have the weather problems, for 
example the problem of asphalt cracking in winter, whether your 
argument prevails there? I wonder, too, whether walks of that type 
in wet weather won’t be particularly bad for people visiting the 
cemeteries. Would they not be walks of mud really? 

General Nortn. Only last night I had another letter from our 
consulting landscape architect on that very problem. Perhaps I 
should explain to the committee what we are discussing. We found 
after World War I that all of our paths in our cemeteries which have 
been built with bituminous matter were extremely expensive to 
maintain. So we said, why not build the paths in the cemeteries the 
way the British and the French parks are done, have sand and gravel 
compacted, or, rather, gravel and clay compacted. We have tried 
this at some places, and in some it works and some it doesn’t. The 
reasons why it does not work are several: improper design, improper 
materials, improper mixtures, and lack of experience on the part of 
the people. I always insist that they make samples to look at and 
test before we approve for installation. In some cases we have ad- 
mitted that it won’t work. At St. Avold, for example, we are putting 
a bituminous cover on the paths. 

Last night this letter came from the consulting architect in which 
he insists again that if the materials are properly mixed it can be 
done. It has been done for centuries in the Tuileries Gardens in Paris 
and the Champs Elysees and in the Borghese Gardens in.Rome. If 
it works in those places it ought to work for us if we know how to do it. 
But we do not intend to have to walk out of those cemeteries with 
sloppy paths that we will be ashamed of. If one scheme won’t work 
we will put in something that will. 

Mr. Yares. You have beautiful layouts, you have very impressive 
memorials, lovely fountains, wonderful landscaping, and it seems to 
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me it would be less than discreet to put paths in which would hurt the 
surroundings. 

General Nore. You may rest assured, as long as I have anything 
to do with it, I will approve the paths only if they are satisfactory, 
however built. 

Mr. Pures. Thank you very much, gentlemen. It was a plea- 
sure to have had you here. 

General Nortu. We appreciate you courtesy. 


WEDNESDAY, JANUARY 13, 1954. 
SUBVERSIVE ACTIVITIES CONTROL BOARD 


WITNESSES 


THOMAS J. HERBERT, CHAIRMAN 
CHARLES C. WISE, JR., EXECUTIVE SECRETARY 
ARTHUR A. KICSAR, BUDGET AND FISCAL OFFICER 


Amounts available for obligation 


| 1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate $291, 305 
Prior year balance reappropriated 20, 000 


Total available for obligation 311, 305 
Unobligated balance, estimated savings. —82, 423 


Obligations incurred. 228, 882 | 


Obligations by activities 


| 
Description 1953 actual | 1954 estimate | 1955 estimate 


1, Adjudication of cases $174, 213 $214, 599 $227, 028 
2. Legal activities 29, 238 30, 120 30, 275 
3. Administrative services 25, 431 40, 281 42, 697 


Obligations incurred 228, 882 | 285, 000 300, 000 


Obligations by objects 


Object classification 1952 actual | 1954estimate| 1955 estimate 


Total number of permanent positions 34 
Average number cf all employees 28 


Average salaries and grades: 
General schedule grades: 
Average grade GS-8.0 

Crafis, protective, and custodial gradcs: aan 


CPC -3.5 


01 Personal services: 
Regular pay in excess of 52-week base 573 
Payment above basic rates 2,040 
Other payments for personal services 27, 893 


Total personal services. 216, 714 


| 350, 000 300, 000 

—65, 000 |............-. 

33 37 

$5, 947 $5, 947 

GSs-9.0 GS-0.0 

: $2, 830 $2, 830 

| $235, 400 $257, 250 

700 700 

2, 700 1,750 
3, 000 3, 000 
241, 800 262, 700 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate | 1955 estimate 

04 Communication services.....................-.-.---.-.-.-- 4, 659 5, 700 5, 300 
06 Printing and reproduction 1,23 2, 900 2,090 
07 Other contractual services = 3A2 1,000 1,000 
08 Supplies and materials -..................-..- ad 3, 226 4, 500 4, 500 
1, 260 6, 500 1,000 
Obligations incurred............... .-.-..- — 228, 882 285, 000 300, 000 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year_...........--...-.--.-- $16, 916 $7, 162 $15, 000 
Adjustment in obligations of prior years... 
Obligations incurred during the year...............-.-..-.-.- 228, 882 285, 000 390, 000 
245, 873 292, 162 315, 000 
Deduct unliquidated obligations, end of year... ............-- 7, 162 15,000 15, 000 
Expenditures are distributed as follows: 
Out of current authorizations. .. ........................-. 222, 344 270, 000 285, 000 
Out of prior authortentions..- 16, 367 7,162 15, 000 


Mr. Pui.ips. The committee will come to order. 

We meet this afternoon to hear the presentation of the budget 
—_ for the fiscal year 1955 of the Subversive Activities Control 
Board. 

We have as witnesses the Chairman, Thomas J. Herbert, whom 
we know; Mr. Charles C. Wise, Jr., executive secretary, who has not 
been here before, and Mr. Arthur A. Kicsar, budget and fiscal officer, 
who has been here before. 

Last year you received from us, in the first appropriation and the 
supplemental $350,000. 

or the next fiscal year you are asking for an appropriation of 
$300,000. 

How much of that $350,000 have you left over at the present time? 

Mr. Wise. $81,000. 

Mr. Puitirs. How much do you expect to have of that on June 
30? Is that the figure you are giving me? 

Mr. Wise. Yes, sir. That is the figure we expect to have left 
unused on June 30. 

Mr. Putuurps. Was any part of that appropriated with a no-limit 
appropriation so that you would then have, if you got the amount of 
your request, $381,000 for next year? 

Mr. Wisp. No, sir. That will lapse. 

Mr. Putuurps. I notice you have a statement Mr. Herbert. Would 
you like to read that to us? 


GENERAL STATEMENT 


Mr. Hereert. Mr. chairman and members of the committee, the 
Subversive Activities Control Board was formally organized on 
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November 1, 1950, under the provisions of the Subversive Activities 
Control Act of 1950, which became law as part of the Internal Se- 
curity Act on September 23, 1950. 

Ours is a small independent agency which in essence is an adminis- 
trative court created primarily to give fair and impartial hearings in 
actions brought before us by the Attorney General against specific 
organizations which are charged either with being Communist-action 
or Communist-front. Our hearings are subject to constitutional and 
other safeguards of due process. Appeals from our decisions may be 
taken to the United States Court of Appeals for the District of Co- 
lumbia and from there, on application for writ of certiorari, to the 
Supreme Court of the United States. The Board is not primarily 
concerned with individuals as such, and does not conduct investi- 

ations, 
- The Board is bipartisan; section 12 (a) of the act requires that 
not more than three members may be from any one political party. 
When I came before you for the first time on July 1 last year, you 
asked for a brief statement of the backgrounds of the several members 
of our Board. For your convenience I will not state for the record 
that I was appointed as Chairman of this Board by President Eisen- 
hower, confirmed by the Senate, and sworn in on May 4, 1953. As 
far as my public life is concerned, I was attorney general of the State 
of Ohio for 6 years, being first elected in 1938 and completing my third 
term in January of 1945. In November of 1946 I was elected Governor 
of Ohio for one term, and defeated in November 1948. Since that 
time until my appointment here I was in the private practice of law 
in Cleveland, Ohio. Prior to my election as attorney general I was 
assistant attorney general for some 5 years and was in private practice 
at various intervals. I have been either in private practice in Cleve- 
land or in public service in the State of Ohio for most of my adult 
ears. 
: The other Republican members of the Board are former Senator 
Harry P. Cain of the State of Washington, well-known to most of 
you as a former colleague in the Congress, who was sworn in as a 
member of the Board on May 1, 1953, and Mr. David J. Coddaire, 
an attorney from Boston, Mass., and for some years a member of 
the Maritime Commission prior to his appointment to the Board. 
The two Democratic members are Dr. Kathryn McHale of the State 
of Indiana, who prior to her appointment to the Board was for more 
than 20 years general director of the American Association of Uni- 
versity Women and at various times professor of education at Goucher 
College, Baltimore, and at Columbia University and the University 
of Minnesota, and Mr. Watson B. Miller of the State of Maryland, 
formerly director of the American Legion rehabilitation program, 
Federal Security Administrator, and Commissioner of Immigration 
and Naturalization. Mr. Miller’s term commenced on March 4, 
1952. Mr. Coddaire and Dr. McHale were originally appointed on 
November 1, 1950, and have both served continuously since that time. 

Mr. Pui.urrs. You have no member of the Board who was not here 
last year? 

Mr. Hersert. As of our last appearance last year they were all here. 

ara Last year you had one big case which affected all the 
others? 
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Mr. Herperr. Yes. 

As of April 20 last year the Board handed down its ruling in the 
Communist Party case, and on April 22 the Attorney General filed his 
petitions in 12 new alleged Communist-front cases. 

I have talked with Attorney General Brownell and with the staff 
assigned to the Internal Security Act cases and even right now they 
are not certain of just when they will file more, but they indicated they 
will file several before June 30, of this year. 

We have been busy processing those 12 cases to the best of our 
ability. There have been over some 120 motions. 

Mr. Wisn. There have been 165 motions, and we have disposed of 
150 of them, and that leaves us 15 yet to be disposed of. 

Mr. Putiurps. Do you have an expiration date for the Board? 

Mr. Herserr. No, sir. There is no expiration date in the act. 
The terms of the Board members are 3-year terms. For instance, 
my term expires this coming April. I was filling an unexpired term. 

Mr. Kruncer. Whom did you succeed? 

Mr. Hersert. I succeeded a man who was confirmed and died 2 
days later before he was sworn in. I believe his name was Roberts. 
He was confirmed at the same time Watson Miller was in 1952. I 
don’t understand how it operated, but at any rate when I was ap- 
pointed in April of 1953, my appointment specified that it was to 
complete the unexpired term of Mr. Roberts, who never had taken the 
position, but who had been confirmed by the Senate back in 1952. 

The others are all—I am not certain about Watson Miller—but 
the other three are all serving full 3-year terms now. Mr. Cain’s 
term expired last August and he was vn ear 

Mr. Puttirps. You had completed the Communist Party case? 

Mr. Herserr. Yes. The Board finished its work so far as the 
Communist Party case is concerned about 10 days before I took 
office, when Senator Cain took office. 

That case now is pending in the United States Court of Appeals. 

Mr. Jonas. On appeal from your decision? 

Mr. Hersertr. Yes. The Communist Party filed their brief yester- 
day, or at least it was due yesterday. I don’t know for a fact whether 
it was filed. 

The Attorney General’s brief is due around the first week in Feb- 
ruary, and then the case will be assigned for hearing. When it is 
heard remains to be seen. 

Mr. Puturps. How long do you expect to take on the unfinished 
three cases listed on page 3 of your specifications? 

Mr. Hersert. May I make a little preparatory statement before 
I answer the question? 

Mr. Puiturps. Yes; we will be glad to have it. 

Mr. Herserr. Last year we had in our budget provision for six 
hearing examiners, anticipating that the Attorney General would be 
moving forward rapidly. 

This year we are asking for two hearing examiners. To date we 
have not employed the first one. 

When we found the situation developing last summer the Board 
agreed we would individually take these cases for hearing purposes, 
the same as a hearing examiner would, and complete the records in 
these cases. 
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I am advised in the Jefferson School case, which is the one I am 
personally conducting, the petitioner, that is the Attorney General, 
will conclude his presentation of the case within the next week. 

The respondents’ counsel already have indicated that they are due 
to answer a brief in a Federal case for criminal conspiracy, in the 
Smith Act case, ag inst Elizabeth Gurley Flynn. This attorney 
wants a couple weeks to go by before he starts to present evidence 
in behalf of the respondent. 

But it is definitely anticipated that Jefferson School hearing record 
will be completed by the end of February. 

I think approximately the same dates may be relied upon with re- 
spect to the Labor Youth League, which is the hearing that Senator 
Cain is conducting individually. 

The IWO case has presented a very heavy legal problem. I won’t 
bore you with the details, but it seems the New York superintendent 
of insurance has, as of last December, been confirmed as having ex- 
clusive custody of all the assets and operations of the IWO as a 
fraternal benefit insurance organization. They have not consented 
to, and the Supreme Court of New York has denied, the application 
of the former officers for legal representation. 

The attorney general of New York’s representative has appeared 
before us and will not defend, and we are now confronted with a 
motion of the attorney general for an order on default of the respondent 
to appear and defend. I should like now to continue with my prepared 
statement which more fully considers some of these matters. 

The Subversive Activities Control Board is a new operation which 
has not yet completed a performance cycle, and our present small 
staff (at the moment 26 persons over and above the 5 Presidential- 
appointee members of the Board) constitutes a nucleous around which 
we propose to build whatever staff our extending activities may 
ultimately require. While our caseload is entirely dependent upon 
the ability of the Department of Justice to prepare and present cases 
before us, and the exact number which we can expect has not been 
revealed to us, it seems certain that our personnel requirements will 
increase rather than diminish hereafter because of an anticipated 
substantial increase in the work to be done. 

Until April 1953 the Board had been concerned with but one case, 
the action against the Communist Party of the United States. In this 
case the petition was filed originally by the Attorney General in 
November 1950, evidence hearings began in April 1951, the taking of 
testimony was finished in July 1952, the final decision being issued 
April 20, 1953. 

The completion of this case was a necessary prelude to the com- 
mencement of actions against alleged Communist-front organizations. 
Twelve petitions against Communist-front organizations were filed 
with the Board by the Attorney General on April 22, 1953. Repre- 
sentatives of the Department of Justice have advised that several 
additional Communist-front cases will be filed sometime before June 
30, 1954. Preliminary motions, and arguments thereon, have been 
cleared away. for most of the filed petitions, and formal hearings for 
the taking of evidence on several of them were begun during the last 
quarter of 1953. Two of these are well on the way toward completion. 

Through the past calendar year we have been able to conduct our 
increasing volume of work without substantial increase in total ex- 
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nditures. However, up to the present individual members of the 

ard have been conducting the evidentiary hearings in process, and 
we have not yet reached the time when findings of fact and recom- 
mended decisions have to be prepared and considered by the Board 
simultaneously with the conduct of further hearings. Our every 
contact with the attorneys in the Internal Security Section of the 
Department of Justice handling these cases, together with the infor- 
mation we have gained in the unfolding of the pleadings resulting in 
definite statements of the issues in several of them and the conduct of 
actual hearings to date, carries increasing conviction of the inherent 
complexities of the individual cases to be handled. Under our present 

lan of operation, individual members are presiding at the several 
oe ae now under way. It is, however, very doubtful that this 
method can be maintained beyond the first 4 or 5 cases, after which it 
is our plan to assign subsequent cases for hearing before hearing 
examiners. By that time, the members will be fully occupied with— 

(a) Decisions as a Board on the various motions arising in docketed 
cases, which must be disposed of before they can be set down for 
hearings, 

(b) Individual review of the records, exhibits, and recommended 
decisions in all cases in which hearings have been closed and in each 
of which the full Board’s decision is required, and 

(c) Actions required as a Board heading an independent agency on 
administrative and general housekeeping matters. 

Up to the present time the Department of Justice has filed 12 peti- 
tions with this Board. It is our estimate that each case (including 
actual hearings, preparation of findings and recommendation, and 
issuance of final decision) will average 8 man-months per case, and 
that for the 1955 fiscal year we will average 4 cases proceeding simul- 
taneously. Under this volume, our present docket could occupy the 
Board well beyond the end of the 1955 fiscal year, even were no addi- 
tional petitions filed. This can best be illustrated by the following 
table: 

12 cases 

<8 man-months 

96 man-months 

hearing examiners 


24 man-months or 2 years 


We recently proposed to the Bureau of the Budget an estimate for 
$330,000 for the 1955 fiscal year which provided for the addition of 
4 hearing examiners to our staff (we have none on the rolls at the 
present time). The estimate as finally approved and as submitted to 
your committee, for $300,000, permits us 2 hearing examiners only. 

am not here to urge an increase over the $300,000 requested, though 
I think it may well turn out to be below our actual requirements. We 
are no more anxious than are you gentlemen to seek an appropriation 
which may later turn out to be unduly in excess of our actual needs. 
We are, however, unable at the present time to demonstrate exactly 
what our needs will be during the 1955 fiscal year. The present figures 
represent minimal anticipations. Actual experience in the conduct 
of multiple hearings, most of which have to be held in space not 
allotted to the Board, suggests that we may need clerical assistance in 
categories not contemplated by our estimates. There is the further 
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unanticipated possibility just arisen in cases before us that at least 
the respondent’s presentation of its case in some of our matters may, 
because of the limited funds available to the respondents, have to be 
held in points outside of Washington in order to achieve effective due 
process. 

For the present, however, we are willing to proceed on the basis of 
the estimates as submitted and to see what actually develops. If, as 
we expect, additional needs later arise, we will hope to have oppor- 
tunity to present and discuss with you our further requirements. It 
is almost certain that no needs will arise prior to February 1955 which 
cannot be met within the limits of our proposed budget, and if an 
acute need has arisen by that date that it can be timely met by some 
reasonable supplemental appropriation, 

I believe that the tables and the narrative in the estimates as sub- 
mitted to your committee clearly set forth our estimated requirements 
insofar as we can determine them at this time. I appreciate this 
opportunity of appearing before your committee and of discussing our 
problems with you. If there are any questions I shall be glad, with 
the assistance of Mr. Charles C. Wise, Jr., our new executive secretary 
and chief clerk, and Mr. Arthur A. Kicsar, our budget officer, to 
endeavor to answer them to your full satisfaction. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Puiuurrs. Your statement in justification of your budget is 
“a complete. It will be inserted in the record at this point. 
( 


he iustification is as follows:) 
JUSTIFICATION OF THE 1955 BupGetT EsTIMATE 


REQUIREMENTS FOR 1955 


This request is in the amount of $300,000 for the fiscal year 1955, of which 
$262,700 is for personal services and $37,300 is for ‘‘Other obligations.” 

This reflects a reduction of $50,000 from the total of $350,000 appropriated for 
the Board for the current fiscal year. 


GENERAL DUTIES OF THE BOARD 


It is the duty of the Board, upon application of the Attorney General, or by any 
organization or individual covered by the act, to determine whether any such 
organization is a ‘‘Communist-action organization” or a ‘‘Communist-front 
organization” within the meaning of the act, and whether any such individual is 
an officer of either a registered Communist-action organization or Communist- 
front organization or is a member of any Communist-action organization regis- 
tered, or which by final order of the Board has been required to register under the 
provisions of the act. 

The performance of these duties requires a system of hearings; the preparation 
of related reports; the rendition of decisions by the Board; the ultimate issuance 
of final orders by the Board; and the certification of records on appeals. 

The Board has no power to initiate proceedings or to conduct investigations. 
The workload depends entirely upon the number of petitions filed with the Board 
by the Attorney General to compel registration of Communist action or front 
organizations, or of their members or officers, respectively, and upon the number 
of petitions filed by these organizations and individuals claimed to be officers or 
members of Communist-action organizations or officers of Communist-front 
organizations to have their names removed from the lists. 


PROGRESS REPORT 


1. On April 20, 1953, the Board issued its report in which it found and deter- 
mined that the Communist Party of the United States of America is a Communist- 
action organization under the provisions of the Subversive Activities Control Act 
of 1950. The Board ordered that the Communist Party of the United States of 
America shall register as a Communist-action organization under and pursuant to 
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section 7 of the Subversive Activities Control Act of 1950. The Board further 
ordered that if the Communist Party of the United States of America fails to 
comply with the registration requirements of the act, pursuant to the Board’s 
order, then each and every branch, fraction, or cell of the Communist Party of 
by ot States of America shall register in accordance with the requirements 
of the act. 

2. The order of the Board was appealed by the Communist Party of the United 
States of America to the United States Court of Appeals for the District of Colum- 
bia. It is anticipated that a further appeal will be in the Supreme Court before 
the end of calendar 1954. 

‘ . Evidence hearings on three alleged Communist-front cases have begun as 
ollows: 


Initial hear- 
Docket No. Respondent ing date 
The Jefferson School of Social Science... Nov. 25, 1953 
103-53... ....... International Workers Order, Inc. ... Dec. 1, 1953 


A further case against the Council of African Affairs was set down for hearing, 
but has been postponed in order to hear a motion attacking the pleadings. It is 
expected that this will be disposed of and that evidence hearings will begin early 
in January of 1954. A fifth hearing will be underway as soon as the Department 
of Justice can get ready to present it. 


WORK PLANS FOR THE FISCAL YEAR 1954 


1. Twelve petitions against Communist-front organizations were filed with the 
Board by the Attorney General in April 1952. Representatives of the Depart- 
ment of Justice advise that several additional Communist-front cases will be filed 
sometime during the fiscal vear 1954. 

2. Formal hearings on several cases have begun during the second quarter of 
the 1954 fiscal year. The Board expects to have two other hearings under way 
early in calendar 1954. 

3. The initial cases presently being heard are presided over by members of the 
Board. The Board also intends to appoint hearing examiners as needed to 
conduct hearings in cases when they reach the testimony-taking stage. Much 
will depend upon the number of cases in which the Attorney General’s Office will 
be able concurrently to present evidence. 

4. The filings presently before the Board, without any additional filings, provide 
an adequate workload for both this fiseal year and the budget year under the 
program as contemplated. 


WORK PLANS FOR THE FISCAL YEAR 1955 


1. When hearings on the first 5 cases before the Board are completed, the Board 
intends to utilize hearing examiners to the maximum extent possible on the 
remaining cases, and on new cases filed. 

2. The Board expects to have an average of four cases under hearing throughout 
the budget year. 

JUSTIFICATION FOR PERSONAL SERVICES 


The following statement presents the essential facts with respect to this item 
of expenditure: 


Increase or 
1953 1954 1955 decrease 
1, Number of permanent positions._................-.-- 34 38 eas 
2. Annual salary cost of permanent positions... $223, 857 $265, 005 
3. Regular pay in excess of 52-week base. 573 700 
4. Payments above basic rates... ...............-....--- 2,040 2, 700 1,750 —$950 
5. Payments to other agencies for reimbursable detail ___ 27, 893 3, 000 
Total cost of personal services on an annual basis__- 254, 363 271, 405 Sf ee ee 
Net cost of personal serviees...................-.-- 216, 714 241, 800 262, 700 20, 900 


No additional positions are being requested for the budget year. 
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JUSTIFICATION FOR OTHER OBLIGATIONS 


A total of $37,300 is requested for ‘“‘Other obligations.’’ The following sum- 
mary table indicates the breakdown by objects of expenditure and by fiscal years. 


Summary statement, other obligations 


1955 re- 

Object 1953 actual | 1954 allotted quested 
$1,020 $12, 500 $12, 500 
04 Communication services....................-....--------- 4, 659 5, 700 5, 300 
06 Printing and reproduction 1, 203 2, 000 2, 000 
07 Other contractual services 362 1,000 1,000 
08 Supplies and materials...............-. os 3, 226 4, 500 4, 500 
1, 260 6, 500 1, 000 
12, 168 43, 200 37, 300 


The detailed explanations of the requested amounts for the budget year follow: 


02 Travel expenses 

The $12,500 requested for this item includes the transportation and subsistence 
expenses for hearing examiners and officials who will participate in the conduct 
of hearings held outside of Washington, D. C., or who will be required to go out 
and take depositions, 

In the fiscal year 1953 about $1,000 was spent for travel. 

During the budget year, some portions of these hearings may be held outside 
of Washington, D. C. This will necessitate the use of travel funds for hearing 
examiners and other staff members in such eases. 

We have no precedents on which we can submit wr f formula for computing 
our travel needs. This represents our best judgment of what they will be. 


03 Transportation of things 

The nominal sum of $300 is requested to defray any costs which may arise in 
connection with the shipment of files, records, documents or other items required 
in connection with the holding of hearings outside of Washington, D. C, 


04 Communication services 

This includes a total of $5,300 of which $300 is for telegraph services; $4,200 
for local telephone costs; $300 for long-distance telephone calls; and $500 for 
aitmail, special delivery, and other postage stamps, and to reimburse the Post 
Office Department for the transmission of official Government mail. 


05 Rents and utility services 

On occasion, hearings may have to be held outside of Washington; also deposi- 
tions may have to be taken at various points throughout the country. In view 
of the lack of available Federal office space, hearing rooms and offices will have 
to be rented for such occasions. We have estimated our needs for this item 
at $10,000. 
06 Printing and reproduction 

The $2,000 requested for this item includes an estimate of $300 for adminis- 
trative forms, letterheads, envelopes, standard forms, etc.; $200 for the annual 
report to Congress; $300 for the printing of regulations and issuances of the 
Board, and for the purchase of copies of public bills and congressional reports; 
and $1,200 for the printing of findings, opinions, orders, and reports of the rd. 
07 Other contractual services 

The $1,000 requested for this item will provide for the maintenance of equip- 
ment used in day-to-day operations. aah. 

In the fiscal year 1954, stenographic reporting service is being provided free 
to the Board. We are assuming that free service will be provided in 1955 and 
are including no funds for this item. 


08 Supplies and materials 


The $4,500 requested for this item includes the cost of all office supplies and 
commodities usually required in an administrative agency of this kind. During 
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the 1953 fiscal year, the Board spent a total of $3,226. In 1954 we expect to 
spend about $300 per month. In 1955 the average monthly cost of supplies and 
materials will be about $300 for a total of $3,600 for the year. Our requirements 
for library materials are estimated at $400 and for newspapers $500. 
09 Equipment 

The $1,000 requested for this item will provide funds for the purchase of any 
special items that may be required. 
16 Taxes and assessments 

The $700 requested for this item will provide funds for the payment of the 


employer’s tax required to be made to the Director of Internal Revenue under 
the Federal Insurance Contributions Act. 


HEARING EXAMINERS 


Mr. Jonas. Did you say we gave you money last year to engage 
five hearing examiners? 

Mr. Hersert. Six. It was in the budget. 

Mr. Jonas. But you did not engage any? 

Mr. Hersert. We have not, and do not intend to until we reach 
the stage where we have so many of these matters pending that we 
cannot personally conduct hearings, at which time we feel we will 
need at least two hearing examiners. 

Mr. Jonas. Does that account for most of your carryover of 
$81,000? 

Mr. Hersert. Almost all. 

Mr. Jonas. Your failure to employ those hearing examiners? 

Mr. Hersert. Yes. 

Mr. Jonas. You deserve the thanks of the committee for not 
engaging them when you didn’t need them. 

{r. Hersert. I assured the committee last year there wouldn’t be 
money wasted. 

Mr. Jonas. Does the justification this year include money for 2 
in addition to the 6? 

Mr. Hersert. No. Twoonly. Frankly, we are at a loss to know 
when the Attorney General will go forward in increased volume of 
production, so to speak. 

STATUS OF CASES 


Mr. Jonas. I remember that was the point we tried to make to your 
predecessor when he was before the committee—that he had a lot of 
roe sitting around with nothing to do. That seemed to be our 

eeling from the record at that time. 

Mr. Hersert. That is the reason I mentioned the number of 
motions we disposed of. We are in hearing on three and the Attorney 
General indicates he will be ready to proceed with new ones as soon 
as these are wound up. 

Mr. Jonas. The figure “12’’ mentioned on page 3. Are they in 
position to become cases? 

Mr. Herpert. They are cases, and we have finally brought 10 of 
them, I believe, either 9 or 10 of them, to full issue by having a petition 
in most instances, an amended petition, and an answer. 

Mr. Jonas. So you will start hearings on those? 

Mr. Hersert. They are ready for hearing the minute the Attorney 
General says he is ready to produce evidence. So we have a very 
full docket looking us in the face immediately, and then the next 
question arises when he files some additional cases. 
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He has indicated they may have some more but they have not speci- 
fied any number to be filed before the end of this fiscal year we are in. 

Mr. Jonas. You have indicated you will complete your hearing on 
the Jefferson School case, and the Labor Youth League case by the 
middle of February. 

Mr. Hersert. Yes. 

Mr. Jonas. When did you start hearings on those cases? 

Mr. Herserr. Jefferson School case was commenced on November 
25, the first hearing. 

The Labor Youth League case was commenced November 30, and 
the first hearing date was December 1 for the [WO that was continued 
three more times. 

Mr. Jonas. It usually requires about 60 days to complete a hearing 
of one of these cases, I understand. 

Mr. Hersert. When we made this 8-month estimate we didn’t 
have much to go on because the Communist Party case took 2 years. 

We have had the cooperation of both counsel, and we have con- 
ducted long hearings. 

Mr. Jonas. Of course, you had the Christmas holidays intervening. 

Mr. Hersert. We did, yes. 

Mr. Jonas. Would you estimate at least about a month to each case, 
or more? 

Mr. Hersert. No. A minimum of 2 months; more likely 3 or 4 
months average on the hearing. 

Then the individual member of the board who has presided over 
the making of that record goes back and studies the whole thin 
and comes up with what we call a recommended report, a propose 
a of facts and decision, just as a hearing examiner would have 
to do. 

That goes to the full board. Then the full board studies it and 
revises it as they see fit. Ultimately out comes a decision of the 
full board. 

We hope to have at least’ two of these out sometime in the spring. 
Those are the Jefferson School and Labor Youth League. 

When the record is completed we can proceed further with evidence 
hearings in these other cases when the Attorney General is ready. 

Mr. Jonas. Do you have a list in this justification of these 10 
cases? 

Mr. Hersert. I don’t know whether the full list is included in the 
material but I will see that it is furnished. 

Mr. Puixurps. I have not seen it. We can put it in the record at 
this point. 

Mr. Wise. We have copies of the annual report in which it appears. 

Mr. Puiuurps. That had better go in the record. 

(The matter referred to follows:) 
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Docket No. Organization 

109-53 American Committee for Protection of Foreign Born. 
112-53 American Slav Congress. 

106-53 Civil Rights Congress. 

113-53 Committee for a Democratic Far Eastern Policy. 
110-53 Council on African Affairs, Inc. 

103-53 International Workers Orders, Ine. 

107-53 Jefferson School of Social Science. 

105-53 Joint Anti-Fascist Refugee Committee. 

102-53 Labor Youth League. 

104-53 National Council of American-Soviet Friendship, Inc. 
111-53 United May Day Committee. 

108-53 Veterans of the Abraham Lincoln Brigade. 


Mr. Paruurrs. Thank you very much, Mr. Herbert. 


WepDNEsDAY, JANUARY 18, 1954. 


RENEGOTIATION BOARD 


WITNESSES 


GEORGE C. McCONNAUGHEY, CHAIRMAN 

FRANK L. ROBERTS, BOARD MEMBER 

JOHN H. JOSS, BOARD MEMBER 

CHARLES F. MILLS, BOARD MEMBER 

LAWRENCE E. HARTWIG, BOARD MEMBER 

M. L. REESE, DIRECTOR, OFFICE OF ADMINISTRATION 


Amounts available for obligation 


| 
| 1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate $5, 407, 800 | 6 192, 800 | $5, 200, 000 


Obligations incurred 5,133,231 | 5, 192, 800 | 5, 200, 000 


Obligations by activities 


1953 actual 1954 estimate| 1955 estimate 
| 


1, Executive direction $540, 209 
2. Staff operations ; 977, 231 
3. Renegotiation operations (field). ................-.-..-..-- 3, 615, 791 4 4, 165, 500 


Obligations incurred : 5, 133, 231 5, 192, 800 | 5, 200, 000 


Obligations by obj 


Object classification 1954 estimate | 1955 estimate 


Total number of permanent positions 852 t 726 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 


; 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
01 Personal services: 
$4, 410, 529 $4, 803, 005 #4, 852, 710 
Regular pay in excess of 52-week base .__.._........... 16, 965 18, 495 18, 690 
Payment above basic rates....._._........-......------ 7, 845 5, 500 5, 000 
Other payments for personal services................-.- 5, 216 5, 000 5, 000 
4, 443, 855 4, 833, 500 4, 882, 900 
97, 626 129, 000 108, 000 
04 Communication services.................-.-.--.....--.--- 78, 002 89, 000 84, 000 
05 Rents and utility 
07 Other contractual services 79, 892 28, 800 25, 000 
08 Supplies and materials __- 40, 556 31, 000 25, 000 
08 Equipment............... 62, 706 17, 600 15, 000 
15 xes and assessments. _-. 20, 546 25, 000 25, 000 
5, 133, 231 5, 192, 800 5, 200, 000 
Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year.................------- $418, 900 $538, 096 $522, 800 
Obligations incurred during the year.....................-..-- 5, 133, 231 5, 192, 800 5, 200, 000 
5, 552, 131 5, 730, 896 5, 722, 800 
Deduct: 
Adjustment in obligations of prior years. 
Unliquidated obligations, end of year... ............-...-- 538, 096 522, 800 530, 000 
4,999, 714 5, 208, 096 5, 192, 800 
Expenditures are distributed as follows: 
Out of current authorizations. ...........-.......-.---.... 4, 595, 158 4, 673, 000 4, 680, 000 
404, 535, 096 512, 800 


INTRODUCTION OF NEW MEMBERS OF THE BOARD 


Mr. Putuurps. We have before us the Renegotiation Board to ex- 
plain their request for appropriations for fiscal year 1955. 
How many of the Board members are present? 

Mr. McConnavauey. All five of them. 

Mr. Paiures. Mr. Roberts, Mr. Joss, Mr. Mills, Mr. Hartwig, all 
Board members, and Mr. Reese, the Director of Administration, in 
addition to the Chairman, Mr. MeConnaughey. 

How many of you members of the Board are here before this com- 


mittee for the first time? 


Mr. McConnavuauey. Mr. Mills and myself. 
Mr. Puriurps. We have a custom that has gone back over the 
years and which is rather good. We would like to know something 


of your backgrounds. 


Please give us a thumbnail sketch of what 


you did before you became a member of the Renegotiation Board. 
Mr. Miuus. My name is Charles F. Mills. I was born in Savannah, 


Ga. in 1888. I 


ave been living in Boston for the past 35 years. 


I have been an officer of one of the banks there, in a loaning and 
administrative capacity continuously for 35 years. 
Mr. Paiurrs. And came directly from that here? 
Mr. Yes. 
Mr. Mr. McConnaughey? 
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Mr. McConnavueuey. I was born in Hillsboro, Ohio. I was a 
Lape lawyer. I was chairman of the Public Utilities Commis- 
sion of Ohio from 1939 to 1945, appointed by John Bricker, who was 
Governor. 

Mr. Puituips. Then you came directly from the Ohio board to the 
Renegotiation Board? 

Mr. McConnavucuey. No. My term in the Ohio commission 
expired in 1945 and I have been practicing law in Columbus since 
that time until President Eisenhower appointed me to the Renego- 
tiation Board. 

Mr. Puiuuirs. Mr. McConnaughey is rather modest. His name 
is known all over the country as a member of the Public Utilities 
Commission. 

You received last year from the committee $5,192,800, and you are 
asking for $7,200 more for next year. 

Mr. McConnavauey. That is right. 

Mr. Puriuips. Sir, would you like to make a statement? 

Mr. McConnavuauey. Yes, sir. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, for the past 6 weeks 
I have been acquainting myself with the functions, organization, and 
operations of the Renegotiation Board. In so doing I have conferred 
with the statutory Board members, the chairmen of the six regional 
renegotiation boards and members of the staff of the statutory Board. 

I find that the request for funds submitted to the Bureau of the 
Budget and tendered here today for your consideration was prepared 
without any assumption made for the workload which will accrue to 
the Renegotiation Board in the event that the Congress enacts an 
extension of the Renegotiation Act of 1951. 


STATUTORY LIFE OF THE RENEGOTIATION BOARD 


Mr. Puriuies. When does your Board expire? 

Mr. McConnavuauey. It expired December 31, 1953. 

Mr. Puruures. Under what authority are you operating now? 

Mr. Roserts. Coverage expired then. The Board is to continue 
until it has discharged its obligation of work under the coverage of 
the act. 

Mr. Puiturps. You mean without limit? 

Mr. Roserts. No, sir. There is no limit in the act as long as 
2 emma are made for the continuation of the unfinished work- 
oad. 

Mr. Puiuuips. That is interesting. I did not remember that. If 
your work continued you would operate indefinitely until the work 
was finished, but you could not have new cases. 

Mr. Roserts. That is correct. 

Mr. Joss. We get cases now. Seventy percent of the 1953 calendar 
year filings are due on or before April 1 of 1954. 

Mr. Puiuips. Cases will come to you until April 1, 1954, and while 
your statutory life is finished your work life is not? 

Mr. McConnaveuey. That is correct. 

Mr. Jonas. That means there is a conflict in the act. 
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Mr. Purures. I do not know whether you would call it a conflict or 
an ambiguity. 

Mr. Roserts. Renegotiation operates on a contractor’s fiscal year. 
Seventy percent of the contractors in this country have a calendar 
fiscal year. 

The Board does not require any filings as to the renegotiable 
business done and profit made on it until the first day of the fourth 
month following the close of its fiscal year. So the act covers con- 
tractors who have operations up to December 31, 1953, and they have 
to file their information for renegotiation with the Board on April 
1, 1954. 

"So if the act provided for the termination of the Board at the time 
that the coverage stopped it would have a tremendous unfinished 
workload. 

Mr. Jonas. The act does not cover contracts made during 1954. 
Is that right? 

Mr. Roserts. It applies to receipts and accrual, or expressed in 
another word, to deliveries. It doesn’t apply to contracts indi- 
vidually. It applies to the receipts and accruals or deliveries under 
the aggregate of all contracts and subcontracts. 

Mr. Putiures. [interrupted you, Mr. McConnaughey. Would you 
continue, please? 

Mr. McConnavauey. That and other considerations which are 
presently being explored may cause the Renegotiation Board to 
request approval of the Bureau of the Budget for the submission to 
you of a request for funds for the fiscal year 1954-55 in addition to 
the proposed appropriation of $5,200,000 which is tendered for your 
consideration today. 

Since the establishment of the Renegotiation Board under the 1951 act 
the total of excessive profit determinations and voluntary prepayments 
on account of anticipated findings of excessive profits has amounted 
to $107,872,511.49. There remain to be completed under the 1951 
act as presently enacted some 2,100 assignments of calendar year 1951 
(the bulk of which should be completed by April 15, 1954) some 3,400 
assignments of calendar year 1952 and almost the entire processing of 
the calendar year 1953 filings, 70 percent of which are yet to be filed 
on or before April 1, 1954. It has been represented by the regional 
board chairmen that the percentage of refund cases in the remaining 
assignments of 1951 and 1952 calendar years will be at least twice that 
of the percentage of refund cases in the assignments which have been 
completed to date. This representation of the regional chairman 
appears entirely consistent with the general belief that approximately 
1 year elapsed from the outbreak of hostilities in Korea before a sub- 
stantial effect of the defense buildup was felt in the delivery of war 
material. Though we cannot forecast with any degree of reliability 
with respect to the filings for the calendar year 1953 it is believed 
that the filings for that year will result in a percentage of refund cases 
at least equal to that of the 1952 calendar year. 

According to the best obtainable estimates, there are 35,000 defense 
prime contractors who by law are required to file an annual report 
with the Renegotiation Board. Approximately 40 percent of the 
dollars the Government pays to prime contractors are passed on to 
subcontractors. The subcontractors are also subject to renegotiation. 
It is anticipated that filings for the 1953 calendar year and also for the 
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1954 calendar year, if the Renegotiation Act of 1951 is extended, will 
be some 40,000 to 45,000 in number annually. Only the filings which 
indicate a clear possibility of excessive profits or which require de- 
tailed explanation and consideration are forwarded to regional boards. 
As will be seen by table II on page 12 of the justification it is esti- 
mated that some 10,000 assignments will have been forwarded to 
regional boards in the fiscal year 1954. The screening process which 
results in assignments of only approximately 25 percent of filings to 
regional boards is believed to be one of consequence which saves the 
Government a considerable sum of money and at the same time per- 
mits effective control administratively of the workload as well as 
affording the minimum of inconvenience to the contractors. 

It appears that the Board has pursued the goal of simplifying 
procedures and creating a more economical and efficient operation. 
It has made substantial cuts in the administrative costs, having 
reduced the number of personnel in headquarters from a total of 200 
employees in 1953 to 160 at present. Each of the offices in head- 
quarters has undergone reorganization; positions have been eliminated 
and functions consolidated so as to cut administrative costs to a 
minimum. 

While effecting these economies through oganizational streamlining 
it appears that the Board has at the same time, increased its efficiency 
and productivity by improving its internal operating procedures. 

Some of the savings that have been effected in the headquarters 
offices have been used to implement the renegotiation operation in the 
field. By transferring such savings to the field operation, it has 
increased its productive capacity. ‘The rate of assignments completed 
in the field has increased from an average monthly figure of 195 in 
the past fiscal year 1953 to an average monthly figure of 456 in the 
current fiscal year. There has resulted a marked reduction in unit 
cost of completing a field case. The program of efficiency is a con- 
tinuing one but it is felt that considerable progress has been made in 
that direction. However, the program of simplifying procedures and 
increasing productivity canonly achievesomuch. Afteracertain point, 
further cuts must come out of the operating units and should this 
be necessary, our backlog of work would increase and the renegotia- 
tion process would be stretched out over an unduly long period of time. 
It must be realized that each renegotiation case requires thorough 
investigation and analysis before a proper determination can be made. 
Cases were not processed in the field at nearly the rate at which they 
were being received until the second quarter of fiscal 1954. As of 
June 30, 1953, there were 6,236 assignments pending in the regional 
boards. As of January 1, 1954 such assignments numbered 5,937. 
Based on maximum production within funds appropriated for fiscal 
1954, it is estimated that the number of assignments pending at the 
end of fiscal year 1954 will be equivalent to approximately 1 to 1% 
years work. 

The statute under which the Board operates very specifically 
stipulates numerous judgment factors which must be considered in 
making a decision in a consequential case. In renegotiation opera- 
tions, the Board strives to convince the contractor that the Board’s 
refund determination in a given case is a just one and not an arbitrary 
decision based on any predetermined formula of profit. 
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As hereinbefore stated the financial plan for fiscal year 1955 pre- 
sented here represents a minimum amount needed to enable the Board 
to meet production goals calculated with no assumptions for extension 
of the Renegotiation Act of 1951. With the funds requested, the 
Board had expected, with the aid of improved procedures to be able 
to reduce the number of its uncompleted cases to a reasonable propor- 
tion by the end of fiscal year 1955. 

The members of the Board are present and are prepared to discuss 
the planned operations in relation to the budget here presented and 
to provide you with any other details which may be of interest. 


EXTENSION OF THE RENEGOTIATION Act oF 1951 


Mr. Purturpes. Thank you, Mr. McConnaughey. That is an in- 
teresting preliminary statement and a very good one. 

First of all, let us figure out this matter of whether you are going 
to get an extension. 

That bill, as I recall it, has passed the House. 

Mr. McConnavauey. Yes. 

Mr. Puruips. Passed in the last days of the first session and sent 
to the Senate. 

Mr. McConnavuauey. Yes. 

Mr. Puiturrs. What is happening to it in the Senate? 

Mr. McConnavuauey. It is in the Senate Finance Committee. As 
I understand it, they reported it out slightly changed. 

Mr. Joss. They voted it out. 

Mr. McConnavueuey. But it was never voted on by the Senate. 
The President, in his state of the Union message, asked for an im- 
mediate extension of the 1951 act. 

Mr. Partuures. An extension of 1 year? 

Mr. McConnavauey. No, sir. e did not limit it. He did not 
state anything with respect to amendments or modifications but asked 
for an immediate extension. 


BASIS FOR INCREASED REQUEST FOR 1955 


Mr. Pururps. Let us clear this up: Your life presumably expired 
on December 31, 1953, and you are now running on the basis of 
unfinished work; yet you are asking for more money than you had 
for fiscal year 1954, and this request is for the 12 months of the fiscal 
year 1955. Why do you say to this committee that if your life is 
extended through 1955 as an agency of Government that you will 
need more money for 1955? You may need money for the 1956 fiscal 
year but how could you need more for 1955? 

Mr. McConnavucuey. We had a meeting last week with the regional 
chairmen from all six of the regions. They advised that percentage- 
wise their pending assignments will produce twice as many refund 
cases as heretofore, and that the average case now is much tougher 
to complete because current renegotiation lies in the area of the impact 
of the defense effort related to Korea. 

When you get into a refund case, Mr. Chairman, it requires more 
personnel working hours in and of itself. They feel that they are in 
that period where you have just the cases that you have for 1951 and 
1952, and the 1953 cases + 4 will be coming in. In other words, 
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we are sending out about 44,000 notices for filings for 1953 which 
must be filed by April 1, and even if the act should expire we go through 
with that. 

Also the screening process at the statutory board has been so 
improved that the screening has been such that they have sent out 
cases where there are more apt to be refunds. 

Also I will make a statement which is a very logical thing to me. 
The cases that have been disposed of have been in many instances 
clearances, the easier cases. That is a very natural thing to have 
happen. 

The cases that are left are the more difficult ones. 

Mr. Pures. I say this seriously: As the tenure of your agency 
continues, and cases do get more difficult as you say, at the same 
time, the experience and competence of your people have increased. 
It seems to me that ought to balance it off. 

Mr. McConnavucuey. They have certainly become more compe- 
tent. As you well know, Mr. Chairman, this act was passed in March 
1951. It was October of 1951 before anybody was sworn in as a 
member of the Board. Then they had to do the same thing as you 
and I would do if we were starting in a new business. They had to 
go out and select regional board members. They had to select a 
whole staff. They had to train them so it took a long period of time. 

Now they are just starting to feel the impact of the after-Korea 
business. In other words, Korea came in 1950, in June. It was a 
year to a year and a half after that before heavy deliveries started to 
be made and the contracts filed, and they are just starting to feel the 
heavy impact of that in renegotiation now. I am speaking now as to 
real refund cases, which takes a tremendous amount of time. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Puituips. This statement of the Board, which is placed before 
us today, is a very comprehensive statement justifying their request 
for next year. I suggest it be put in the record. 

(The justification is as follows:) 


PURPOSE OF APPROPRIATION 


The general purpose of the appropriation ‘‘Salaries and expenses, Renegotiation 
Board” is to provide funds for salaries and all other expenses of the Renegotiation 
Board, created by the Renegotiaton Act of 1951 (Public Law 9, 82d Cong., 
apprurys March 23, 1951) with authority for the determination and elimination 
of excessive profits realized by contractors and subcontractors in connection 
with procurement under the national defense program. 

These estimates include the salaries of all full-time personnel assigned to the 
activities of the Renegotiation Poard, as well as the expenses of consultants and 
experts ig part tire or intermittently in connection with the various 
programs of the Board. In addition, the estimates include all expenses for tem- 
porary duty travel, including transportation and per diem, communication 
expenses, printing and reproduction, office supplies, and utility services, equip- 
ment, and other costs incident to the administration of the act. 
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Estimate of obligations by activity 


1953 actual |1954 estimates] Revised 1955 


estimates 
540, 209 431, 500 372, 500 
cee 977, 231 767, 100 662, 000 
3. Renegotiation operations (field). —------------ 2, 615, 791 3, 994, 200 4, 165, 500 
3, 133, 231 5, 192, 800 5, 200 000 


Summary of man-year requirements 


1953 actual | 1954 estimates! 1955 estimates 


2. Staff operations 121.5 101 95 

3. Renegotiation operations 482, 0 555 561 

ORGANIZATION 


The Renegotiation Board is comprised of the headquarters office and 6 
regional boards, with provision for 5 members on each Board and a staff of 
rofessional accountants, lawyers, and renegotiators. The regional boards are 
ocated in Boston, New York, Washington, Detroit, Chicago, and Los Angeles. 

The headquarters office is responsible for executive direction and administra- 
tive supervision of the Board’s activities. It receives all financial statements 
and other reports filed by contractors or subcontractors subject to the act, screens 
such reports to separate those involving obvious nonexcessive profits, and assigns 
the others to the regional organization for processing. 

The Board at the headquarters office has delegated authority to its regional 
boards to process those assignments in which renegotiable profits before taxes 
are less than $400,000. In assignments of greater magnitude, the Board reviews 
the determination made by the regional boards. Any regional determination 
may be appealed to the Board at headquarters by a contractor or subcontractor. 


PROGRAM RESULTS AND ANALYSIS 


lt is estimated that the total dollar value of renegotiable contraets and sub- 

contracts subject to the Renegotiation Act of 1951 will amount to approximately 

$150 billion. This estimate has been made from studies of procurement 
ditures subject to renegotiation. 

Inder the act an estimated total of 123,000 reports by contractors will be 
examined by the Renegotiation Board. Of this total, it is estimated that 76,000 
reports will be under the statutory floor, which is $250,000 of renegotiable busi- 
ness, Of the remaining 47,000 contractors reports, it is estimated that 25,000 
will be examined and assigned to the regional boards for renegotiation proceedings 
we 22,000 will be screened out at headquarters. In tabular fo rm this is presented 

ow: 


Estimate of reports by contractors or subcontractors to be filed for 1951, 1952, and 1953 


Number of 
reports 
Reports above the statutory floor: ; 
Requiring screening and assignment to regional boards----.-- _-- 25, 000 
Requiring screening at the headquarters office (not assigned) ----- 22, 000 
47, 000 
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Program results.—Contractors subject to the Renegotiation Acts of 1948 and 
1951 had filed 57,586 reports through December 31, 1953. Of this number, 
33,164 had been found to be below the statutory exemption. Of the remaining 
24,422 reports, 11,850 had been screened and assigned to the regional boards 
for full renegotiation proceedings, 10,550 had been withheld from assignment to 
the regions, and 2,022 were in the screening process at the Headquarters Office. 
This is presented in tabular form below: 


Action taken on reports filed through Dec. 31, 1953 


Reports filed which were within the statutory exemption --__. 


Reports filed which were above the statutory exemption: 
Screened and assigned to regional boards________._-__- 
Screened and processed at the headquarters office - 


“57, 586 


The Board had determined or recovered $107.9 million from the date of its 
establishment through January 13, 1954. A total of $87.3 million had been 
determined or recovered from 1951 act cases, and an additional $20.6 million had 
been determined as excessive profits in 1948 act cases processed by the Board. 
These determinations resulted from 5,806 assignments completed by the regional 
offices out of a total of 11,850 assignments made. (These amounts are exclusive 
of $6.7 million determined or recovered by the Military Policy and Review Board 
under the 1948 act prior to January 21, 1952.) 


Workload estimates 


The Renegotiation Board administers the Renegotiation Acts of 1948 and 
1951 and, in addition, has some responsibilities in connection with the Renego- 
tiation Act of 1943. 

A contractor having contracts or subcontracts subject to the 1951 act must 
file a report with the Washington headquarters of the Board. Such reports are 
required to be filed no later than the first day of the fourth month after the close 
of each contractor’s fiscal year and must include financial statements and such 
other information as the Board requires. To assure compliance with this pro- 
vision of the statute, the Board maintains a list of Government prime contractors 
and their subcontractors. A letter of preliminary inquiry is sent annually to 
these contractors from the Washington headquarters apprizing them of their 
responsibilities under the statute. A factor influencing the workload is the time 
between the close of the contractor’s fiscal year and the receipt of the required 
reports by the Board. Table I which follows summarizes the cases resulting 
from contractor’s fiscal periods and Table II indicates the distribution of these 
cases in Government fiscal years. 


TaBLe I.—Estimated filings by contractors 


} Fiscal years ending in— 


— — 


Contractor filings: 
Below the statutory floor ; a 24, 000 25, 200 
Above the statutory floor | , 16, 300 


Number of 
reports 
.. 10, 550 
24, 422 
| 1951 1952 | 193 | 194 | Total 
9,400 76,000 
Total. 29,000 40,000| 42,600) 12,000! 123,000 
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TABLE II.—Filings and disposition—By Government fiscal years 


Fiscal | Fiscal | Fiscel | Fiscal | Fiscal | Fiscal | Tt! 


Contractor filings received: 


11, 257 | 15,496 | 26,700 | 17,100 | 5,450 76, 000 
9,878 | 9,881 | 17,800} 7,900} 1,550 47, 000 
21, 135 | 25,377 | 44,500 | 25,000 | 7,000 123, 000 
Reports screened and completed by head- 
5,378 | 4,381 | 8,000] 3,555 22, 000 
Reports requiring full (field) renegotiation 
4.500 | 5,500} 9,800} 4,345 25, 000 
9,878 | 9,881 | 17,800 | 7,900 | 1,645 47,000 


Assignments requiring full (field) renegotia- 
tion 4,500 | 5,500] 9,800] 4,345 
Backlog from previous 0| 3,769 | 6,924) 11,404] 9,049 | 3,204 


4,500 | 9,269 | 16,724 | 15,749 | 9,904 | 3,204 
Assignments completed. 731 | 2,345 5,320} 6,700} 6,700} 3,204} 25,000 
Forwarded to next 3,769 | 6,924 | 11,404] 9,049] 3,204 


Workload and production estimates for fiscal year 1956 and fiscal year 1957 
have been included to show the volume of reports to be completed under the 
1951 act as presently enacted. 


Regional board workload 


The number of reports pending in the field which require the full renegotiation 
process has grown steadily. As of June 30, 1953, there were 6,924 reports pend- 
ing in the regional boards. Based on maximum production witbin funds requested 
during 1954, it is estimated that the number of reports pending at the end of 
fiscal year 1954 will be 11,404 equivalent to approximately 2 years’ work. The 
existence of this workload presents a problem both to the Government and to 
industry because, for obvious reasons, the renegotiation process, to be effective, 
must be completed as soon as possible after the close of the contractor’s fiscal 


year. 
The Board considers a workload of 1% years normal. It expects, through im- 
proved procedures and increased production, to reduce the number of its uncom- 
leted assignments to approximately the normal level by the end of fiscal year 
955. 
ESTIMATED REGIONAL WORKLOAD 


Assuming a completion rate of 17 assignments per professional man-year in 
1954 and 20 assignments per professional man-year in 1955, the workload would 
be as follows: 


Number of 

assignments 


The Renegotiation Act of 1951 provides that if a case is not completed within 
2 years of its commencement, the contractor is discharged of any renegotiation 
Public Law 9, 82d Cong.] In accordance with the 


liability. [Par. (ce), sec. 105, 


Actual Estimate 

year year year year year year 

1952 | 1953 | 1954 | 1955 | 1956 | 1957 
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policy of strict economy, the Board has reduced its budget to the absolute mini- 
mum. If the workload in the field is permitted to grow larger than the figures 
shown aA the effectiveness of the Renegotiation Act would be seriously 
impaired. 

Comparative statement of expenses 


Dollars Percent 


Esti- 
mate, 
1954 


Actual, 
1953 


Actual, 
1953 


Total personal services 4, 443, 855 
Transportation of things___. 
Communication services 
Rents and utility services... 
Printing and reproduction 37, 6 31, 500 
Other contractual services i 79, 89 28, 800 
Newspapers and periodicals_. 50 

Supplies and materials. 
Equipment 

Taxes and assessments... 


Total expenses 33, 231 |5, 192, 800 


ANALYSIS OF EXPENSES 
01 Personal services. — Departmental activities 


Total persona! services, departmental: 
Actual, fiscal year 1953 $1, 248, 933 
Average employment____-- 195 
Pstimate, fiscal vear 1954__ $1, 029, 925 
Average employment 159 
Estimate, fiscal vear 1955 $977, 642 
Average employment 150 


This estimate is for the salaries of those personnel in the departmental activities 
of the Board. These activities include the immediate offices of the Board members, 
the Office of the General Counsel, the Office of Review, the Office of Accounting, 
the Office of Assignments, the Office of Administration, and the Office of the 
Secretary. 

The Board is requesting funds to provide for 150 man-vears of departmental 
full-time employment in fiscal year 1955. This compares with a total of 195 man- 
years in 1953. The Board has accomplished this reduction by a vigorous program 
of streamlining operations in headquarters. Each of the offices in headquarters 
has undergone reorganization. Wherever possible, offices and divisions have been 
consolidated to reduce overhead and increase efficiency. 

Departmental activities fall into two general categories: “Executive direction’’ 
and “Staff operations.’’ Following is detailed information on these groups: 


Executive direction 


Actual, fiscal Estimate, fiscal Estimate, fiscal 
year 1953 year 1954 year 1955 


Average Average Average 
Positions | employ- | Positions| employ- | Positions} employ- 
ment ment 


Office of the Board ‘ 25 21 
Office of the Secretary . 4 
Office of Administration 33 


58 


Esti- | Esti- | Esti- 
1955 1954 1955 
ol 882, 900 
02 | 108, 000 
03 5, 100 
i 04 84, 000 1 
05 5 
06 | 30, 000 
07 | 25, 000 1 
08.1 } 
q 08. 2 24, 950 
09. 2 15, 000 1 
15 25, 000 
j 5, 200,000 | 100) 
3 | 
21 21 
4 4 
31 30 
84 73.5 68 56 55 
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Activities under this classification include the immediate Office of the Board 
Members, the Office of the Secretary and the Office of Administration. The 
Renegotiation Board, a statutory board of five members, is responsible for the 
general administration of the Renegotiation Act. The Board establishes policies 
for all renegotiation operations, and is responsible for review and final action in 
all renegotiation cases. The Secretary serves as an assistant to the Board, 
develops and schedules agenda for Board meetings, advises contractors of Board 
decisions, and acts as recording officer for formal Board meetings. The Director 
of the Office of Administration is responsible for the administration and manage- 
ment functions of the Board, including budget, fiscal program, personnel program, 
reports and forms control, travel, procedures, and dissemination of information. 


Staff operations 
} Actual, fiseal Estimate, fiscal Estimate, fiscal 
| year 1953 year 1954 year 1955 
| | Average Average Average 
| Positions employ- | Positions} employ- | Positions | employ- 
| ment ment ment 
Office of Assignments... 59 | 48.0 | 46 44 41 
Office of Accounting. _---- : 4 27 | 5 19 18 17 16 
Office of Review 35 | 32.0 25 25 29 26 
Office of General Counsel age 15 | 15.0 13 12 12 12 
1 | 121.5 106 | 101 102 95 


The headquarters staff assists the Board in the formulation of policy, gives 
technical guidance to the field organization and petiewms certain steps in the 
processing of contractors’ reports. Reports made by contractors are received in 

oard headquarters for examination and assignment for processing in the regions. 
In those eases where contractors’ reports show losses or clearly indicate obvious 
nonexcessive profits in connection with renegotiable business, the headquarters 
office completes the case action. Other cases are assigned to the regional boards 
for determination. This examination procedure lessens the amount of work that 
would otherwise be assigned to the regional offices. Staff members of the head- 
uarters office also advise in the preparation of the Government’s case where the 

ax Court of the United States is hearing appeals from determinations under 
prior acts. 
THE HEADQUARTERS SCREENING PROCESS 


The Board has established a screening committee at headquarters to examine 
those filings which are above the “floor.” In this process, filings which indicate 
renegotiable business above the statutory minimum of $250,000 are, after initial 
examination by the Office of Assignments, sent first to the Office of Accounting 
for an examination of the contractor’s methods of segregation of sales and alloca- 
tion of costs to determine their acceptability. The case is then forwarded to the 
Office of Review where reviewers evaluate the information available and recom- 
mend assignment or nonassignment. A committee consisting of the Directors of 
the Offices of Review, Accounting, and Assignments, then reviews each report and 
determines whether or not to assign it to the field. Determinations to withhold 
the assignment of filings are reviewed by the Board. Through the screening 
process the Board has effected substantial savings in time and expense for both the 
contractor and the Government. During fiscal year 1953, 4,381 cases were com- 

leted at the headquarters level by this process at a nominal unit cost of $46. 
This compares with the $1,541 average unit cost of completing an assignment 
requiring renegotiation in the field in 1953. In 1954 and 1955, unit costs for those 
assignments completed in the field are estimated at $804 and $672, respectively. 
Screening cases in headquarters for those years will cost approximately $40 per 
unit. 

In fiscal year 1955, the committee will screen approximately 12,000 reports and 
it is estimated they will withhold approximately 5,400 of them from assignment. 
The actual figures for 1953 and comparative estimates for fiscal year 1954 and 
1955 follow: 


Actual, Estimate, Estimate, 
fiscal year y 
1953 


Reports screened “ iain 9, 881 
Reports withheld 4, 381 


! These figures do not include certain assignments which are made directly to the field without referral 
to the screening committee. 


The fiscal year 1955 man-year requirements for the screening process are re- 
flected in the totals of the three offices participating. 


Office of assignments 


Actual, Estimate, Estimate, 
fiscal year fiseal year fiscal year 
1953 1954 1955 


Positions 59 49 44 
Average employment 48 46 41 


The Office of Assignments maintains a mailing list of contractor and subcon- 
tractor names which it has obtained through procurement lists from the agencies 
named in the act, question 14 in the United States Corporation Income Tax 
Return and miscellaneous sources. This list contains, at present, more than 
45,000 names of contractors to whom the Board annually mails information forms. 
The contractors’ reports are received by the Office of Assignments where they are 
examined for completness, searched for subsidiary, affiliated, or controlled com- 
panies and recorded. The reports are reviewed to separate those indicating a 
total of renegotiable business below the statutory minimum from those above the 
statutory figure. Reports which indicate renegotiable business in excess of the 
$250,000 ‘floor’ are examined for completeness by the Office of Assignments and 
forwarded to the screening committee or, in a number of cases, assigned directly to 
the regional boards. 

The Office of Assignments is the control point for all reports which are assigned 
to the field organization for complete processing. 


Office of accounting 


Actual, Estimate, | Estimate, 
fiscal year fiscal year fiscal vear 
1953 | 1954 | 1955 


The office of accounting provides technical guidance in accounting matters to 
the field organization, reviews for adherence to accounting principles those cases 
completed by the regional boards, provides staff accountants to the Board for 
assistance in appeal cases and participates in the screening of statutory filings. 
In fiscal year 1955, this office will screen an estimated 12,000 filings, review the 
accounting aspects of completed cases and provide staff accountants to handle 
an estimated 120 cases reassigned to the Board because of an appeal or internal 
process. 

Office of review 


Actual, Estimate, Estimate, 
fiseal year fiscal year fiscal year 
1954 1955 


12, 000 | 12, 000 

5, 400 5, 400 

6, 600 6, 600 

Positions.......... 27 19 | 17 

Average employment (man-years) --............---- jue | 26.5 18 | 16 
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This Office coordinates the application of principles and policies of renegotiation 
between the several regional offices and the headquarters. The Director of 
Review is charged with the responsibility of assuring the Board that a contractor 
who is renegotiated in one regional office is accorded the same treatment with 
respect to the statutory factors and Board policies that a contractor with similar 
business receives in another region. The Office of Review provides technical 
guidance to the regional staff members and Board members of the regional 
organization and reviews cases completed by the Renegotiation Board to assure 
compliance with all Board regulations and policy. 

The Office of Review is responsible for coordination between renegotiation and 
procurement activities of other Government agencies. The Office of Review 
makes available renegotiation results in certain cases to other agencies’ procure- 
ment personnel for use in their operations in order to help bring about close 
original pricing. This Office formulates and develops policies covering the secur- 
ing, verifying, and evaluating of (1) data to support exemption requests from 
Government agencies and contractors, and (2) facts and opinions of contractor 

rformance as a basis for determining the amount of profit to be returned in 
fight of the contractor’s efficiency and the other statutory factors. 

The Office of Review is also the source of comparative data for statistical 
purposes. The Statistics and Economic Analysis Division of this Office extracts, 
analyzes, and maintains financial statistics from completed contractor renegotia- 
tions and from these compiles reports and statistical studies as required by the 


Board. 
Office of General Counsel 


Estimate Estimate. 
Actual, fiseal 
J fiscal year fiscal year 
year 1953 1954 1955 
Average employment (man-years) .............-.---.----..---- 15 12 12 


The General Counsel is the legal adviser to the Board, passing on legal problems 


arising out of all phases of the Board’s operation. He advises the Board on poli- 
cies and procedures for the conduct and technique of renegotiation. The Office 
of General Counsel drafts all legal forms, agreements, and orders employed by the 
Board in the conduct of renegotiation. The General Counsel insures the legal 
accuracy and sufficiency of Board regulations and amendments and interpretations 
thereof, staff bulletins, and other publications prescribing the conduct of renego- 
tiation. He advises contractors. with respect to legal problems under the Re- 
negotiation Act. The Office of the General Counsel investigates and prepares 
recommendations in the form of proposed decisions in respect to granting of dis- 
cretionary exemptions under the Renegotiation Act, and maintains liaison with 
the Department of Justice in respect to legal actions involving renegotiation be- 
fore the Tax Court of the United States. 


Regional (field) activities 


Estimate Estimate 

Actual, fiscal fisca Ld 

year 1068 
Total personal services, Bela... .........---2-0<0cceneecennses $3, 194, 922 $3, 803, 575 $3, 905, 258 


Field activities are divided among six regional boards which conduct the major 
part of renegotiation operations. uring fiscal year 1955 it is estimated that the 
field organization will receive approximately 4,345 new contractor cases for 
renegotiation in addition to the carryover from fiscal year 1954, amounting to 
11,404 cases, making a total workload for the year of 15,749. While all field 
assignments do not involve excessive profits, since the headquarters’ screening 
processes have eliminated those filings which represent losses or clearly indicate 
no reasonable probability of excessive profits, the majority of these assignments 
require detailed analyses and do represent the hard cases. The regional boards 
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develop accounting, financial, and performance data concerning the contractor’s 
business, making plant inspections and conducting special studies where necessary, 
and confer with the contractor’s representatives to secure additional data prior 
to an excessive profit determination. ‘The regional boards have been delegated 
final authority to determine excessive profits in those cases where the net re- 
negotiable profit of the contractor, before taxes, does not exceed $400,000. In 
all other cases, the regional boards will make initial determinations and recom- 
mend disposition of the case to the statutory board. 

The unit of work in the renegotiation field activity is a renegotiation or assign- 
ment. As noted above, it is estimated that during fiscal year 1955 approximately 
16,000 assignments will be in various stages of processing. The Board has deter- 
mined that a minimum of 6,700 cases must be completed in fiscal year 1955 if the 
workload is to be kept within the time limitations established by the renegotiation 
statutes. Every possible effort bas been directed toward increasing productivity 
in the regional boards so as to clear away the accrued workload and the Board, in 
reviewing its 1955 budget, has pushed its estimates of production t > the maximum. 
The Board’s fiscal year 1954 budget estimates are based on an output per pro- 
fessional man-year of 17 cases. In preparing the 1955 estimates, a production 
rate of 20 cases per professional man-year has been assumed, projecting a steady 
rise in the efficiency and productivity of the professional staff. By dividing the 
number of cases each regional board is to complete by these factors, it has been 
determined that a total of 420.6 man-vears of operating personnel (renegotiators, 
accountants, and clerical help in their divisions) would be required in 1955. These 
totals in tabular form follow: 


Production 
units (cases Tota) units 
per man-year) 


Man-year 
completed requirement 


} 


Fiscal | Fiscal | Fiscal Fiscal | Fiscal Fiscal 
| year | year y year year | year 


1954 | 1955 1955 | 1954 | 1955 


Position 


Accountant 


Total man-year | as | 420.6 


In addition to the operating groups described above, the 6 regional boards, 
each with 5 members and a group of technical assistants and administrative people, 
will require a total of 134.4 man-years of regional board member, legal, procure- 
ment liaison, engineering, administrative and secretarial personnel in 1955 as 
compared to 140 man-years in 1954. It has been the Board’s policy to keep 
the service groups at minimum required strength at all times and this reduction 
in overhead, despite increased assignment loads, is reflective of that policy. 


Summary schedule of regional personal services 


Fiseal year 1953 Fiseal year 1954 Fiscal year 1955 
(actual) (estimate) (estimate) 


Average Average Average 
Posi- Posi- 

employ- employ- employ- 
tions ment tions ment ment 


Office of the Regional Board Members. -- 
Counsel 


Industrial analysts 
Renegotiation 


Unit ‘ 

27 21.9 23 22 22 21.1 

Administration 71 56.9 50 47 | 45.1 
Procurement affairs a 20 14.5 16 13 13 12.5 
1 1 1 1.0 
307 222.0 286 277 284 286.0 
150 111.5 145 138 144 140.6 
632 | 482.0 579 555 568 | 561 
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Estimated personnel by regional board 


June 30, 1953 | June 30, 1954 | June 30, 1955 
(actual) (estimate) (estimate) 
Explanation of estimates for other object-classes of expense 

02 Travel: 


Travel expense is estimated at $108,000 for fiscal year 1955. Funds for this 
program will provide for trips to the plants and offices of contractors by operating 
personnel, travel by members of the field organization to headquarters in connec- 
tion with renegotiation hearings and appeals, and for administrative staff super- 
vision. We have estimated that approximately 3,500 contractor’s installations 
will be visited in fiscal year 1955 compared to 3,800 in fiscal year 1954. In ac- 
cordance with the Board’s policy of reducing administrative overhead, head- 
quarters travel in 1955 has been reduced by one-third compared to 1954. 

The Board has established tight control over the use of travel funds. All 
requests for travel are reviewed by a central authority in each region and in the 
headquarters. A system of scheduling is followed to insure the most efficient use 
of the Board’s travel funds and manpower. 


03 Transportation of things: 


This expense of $5,100 in 1955 is to provide handling of f. 0. b. deliveries at the 
Detroit Regional Board where GSA services are not available; for express ship- 
ments; and for permanent changes of station by personnel who will serve in key 
positions for which qualified applicants cannot be found locally. 


04 Communication services: 


These services will require funds amounting to $84,000 in fiscal vear 1955 and 
include provision for all commercial communication needs. In addition to local 
telephone services in each of the regional boards, extensive communication services 
are required to tie together the field organization with its wide geographical 
distribution and the Washington headquarters. Wherever possible, savings in 
travel funds are made by communicating with contractors by letter, telegram or 
telephone, in that order of precedence. It is estimated that $69,000 will be 
required for telephone, teletype and telegraph service. Registered mail costs are 
estimated at $2,000, approximately 4 registered letters being required for each 
case completed at an average cost of 7 cents per letter. Other postage costs are 
estimated at $13,000. 


06 Printing and reproduction: 


Included in this estimate of $30,000 for 1955 are provisions for the printing of 
reports, administrative manuals and guides and the purchase of regulations, busi- 
ness reports and special financial data. Expenses are estimated as follows: For 
the printing of letters of preliminary inquiry andre negotiation forms, $12,000; for 
administrative manuals, reports of renegotiation, operating guides and renego- 
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tiation regulations, $10,000; for the’ purchase of special business reports and 
financial data, $5,000; and for letterheads, envelopes, and miscellaneous other 
printing, $3,000. 


07 Other contractual services: 
Estimate, fiseal year 1954 
Estimate, fiscal year 1955 


An estimated amount of $25,000 is requested for 1955 to provide for security 
and loyalty investigations; repairs, maintenance, and service of Government- 
owned vehicles; repairs to office equipment and furniture; internal moves and 
relocations; repairs and alteration of leased buildings; contract reporting services 
and contract tabulating services. Approximately 50 loyalty or security investi- 
gations (costing $230 each) will be necessary in 1955, at a total cost of $11,500. 
Following are estimated costs of other contractual services: Moves, relocations, 
and building alterations, $3,000; repairs to furniture and machines, $2,200; 
storage and maintenance of motor vehicles, $1,300; and contract machine tabu- 
lating services, $7, 

08 Supplies and materials: 
Actual, fiscal year 1953 = ee eee _. $40, 556 
Estimate, fiscal year 1954_________- 31, 000 
Estimate, fiscal year 1955 Lae ees _ 25, 000 

Funds in the amount of $25,000 are requested to provide for the nevessary 
office supplies at all locations of the Board. Of this amount, $5,000 is required 
for maintenance of follow-up mailing lists and forms, the balance is for normal 
office requirements. 

09 Equipment: 
Actual, fiscal year 1953 ie $62, 706 
Estimate, fiscal year 1955_____- 15, 000 


An estimated $15,000 is required in 1955 to provide furniture, equipment, office 
machines and filing cabinets at the various Board offices. The Board has 
established strict controls over the purchase and use of office equipment. Office 
machines, typewriters, calculators, ete., will be authorized only where need is 
proven. These estimates are based on minimum requirements and include 
provisions for standard equipment in ali cases. 

15 and assessments: 
Actual, fiscal year 1953 ...-. $20, 546 
Estimate, fiscal year 25, 000 


Funds under this title amounting to $25,000 are i siddadoaal to pay the Boards’ 
employer’s contributions under the Social Security Act Amendments of 1950 
(Public Law 734, 81st Cong.). Approximately 60 percent of the Board’s em- 
ployees are under the social security law rather than the regular civil service 
retirement system, 


OFFICE SPACE 


Mr. Puriuipes. Mr. Jonas has called my attention to the fact that 
you seem to be occupying rent-free space. We would like to know 
how you do it because we would like to suggest it to other agencies. 

Mr. Joss. The first year you gave us money for it. 

Mr. Puritiies. You mean if we just cut out item .05 from these 
agencies of Government they go right along? 

Mr. Joss. I am not sure of that, but I know that that failure to 
give us the money resulted in our being taken care of by the General 
Services Administration without any cost to us. 

Mr. Anprews. Where are your offices? 

Mr. Joss. Temporary 8. It is on Seventh and Jefferson Drive. 

Mr. Jonas. You do not pay for utilities? 
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Mr. Roserts. If I might make an observation. This act was 
passed in March. It was too late for the General Services to budget 
for our requirements, and therefore you temporarily provided us 
with rent money with the understanding that when it was possible 
for them to budget for our requirements we would be taken over 
and provided for by them, and that is what has happened. 

Mr. Puuures. I was afraid there was a catch to it somewhere. 


WASHINGTON REGIONAL OFFICE 


Mr. Jonas. You have the regional office for these Southern States 
in Washington, too? 

Mr. McConnavuauey. Yes. 

Mr. Jonas. Along with the central office, the Board’s office? 

Mr. McConnavucuey. Yes. 

Mr. Jonas. How many members are on the regional board? 

Mr. McConnauauey. Five, also. 

Mr. Jonas. So you have 35 board members. 

Mr. McConnavucuey. That is correct. We have 30 regional and 
5 statutory board members. 

Mr. Jonas. Where is the Regional Office located in Washington? 

Mr. Roserts. In the SEC Building. 

Mr. Anprews. Where is that building? 

Mr. Roserts. It is at 2d and Indiana Avenue. 

Mr. Anprews. Is it a Government-owned building? 

Mr. Roserts. It is a Government-owned building of temporary 
construction. 

M “ Jonas. Do you know the names of the members of that regional 
board? 

Mr. Roserts. Yes, sir. 

Mr. Jonas. Who are they? 

Mr. Roserts. The Chairman is Mr. Dupka, formerly vice president 
and member of the executive committee of Jones & Loughlin Steel 
Co.; Mr. Richard Cross, Mr. Coggeshall, Mr. Lynn, and Mr. Watt. 

Mr. Jonas. Mr. Dupka comes from Pennsylvania and can you 
tell me where Mr. Cross is from? 

Mr. Roserts. He is from Massachusetts, I believe. 

Mr. Jonas. Massachusetts is not in that region. How did he 
become assigned to the Washington area? 

Mr. Roserts. He served in the World War IT Renegotiation Office 
in Washington and was willing to continue with the new renegotiation 
operation. 

Mr. Jonas. Where is Mr. Coggeshall from? 

Mr. Roserts. He is from Connecticut. 

Mr. Jonas. What about Mr. Lynn? 

Mr. Roserts. He is from Michigan. 

Mr. Jonas. And Mr. Watt? 

Mr. Roserts. He is from New York, I believe. 

Mr. Jonas. Who selects these regional members? 

Mr. Roserts. The statutory board selects them. 

Mr. Jonas. You people select them? 

Mr. Roserts. Yes, sir. 

Mr. Jonas. Why do you select people from Michigan and New York 
and Connecticut and Massachusetts to handle a southeastern board? 


Mr. Roserts. Those people in renegotiation under the 1948 act, 
with one exception, which is Mr. Dupka, were living in Washington 
and they were experienced in renegotiation and were the logical people 
to appoint to the Washington board to carry on the work. 

It will be recalled that this board inherited the unfinished work of 
the 1948 Renegotiation Board and has carried that work on. 

Mr. Jonas. I do not think it is logical if the idea was to select people 
from business and industry in the area to be served by the board. 
You ought to have some people who are acquainted with the problems 
of the people whose actions you judge, should you not? 

Mr. Roperts. That would be desirable. 

Mr. Joss. I think you are quite correct. 

Mr. Jonas. What is the tenure of these men? 

Mr. Roserts. They are appointed until removed by us or until 
the job is completed. 

Mr. Joss. I would like to say this, if I may: we tried to follow the 
policy that you are speaking of in the other five regional boards. I am 
covering some of the ground Mr. Roberts covered, but it happened that 
we took over a delegation of authority from the Secretary of Defense 
for the completion of some 1,500 cases which were left under the 1948 
act at the time we were created. Along with that delegation went the 
transfer of the personnel who had been working under the 1948 act, 
and that was our experienced cadre for building up the present Board’s 
organization and operation. 

Mr. Jonas. Did you do that for the Los Angeles area? 

Mr. Joss. Just one thing more: If you will remember, the Congress 
contemplated that the members of the Statutory Board would be 
recommended to the President—4 of them—1l by the Secretary 
of the Army, another by the Secretary of the Navy, another by the 
Secretary of the Air Force and 1 by the Administrator of GSA and 
that a fifth member would be appointed without any such recom- 
mendation. 

In setting up our regional board we thought it was quite logical to 
follow the thinking of Congress, and we stated to the Secretary of the 
Army, Secretary of the Navy, and Secretary of the Air Force and the 
Administrator of the General Services Administration “Will you 
please recommend to us 4 people—1 each and we will pick the 
Chairman of the Board, but we will appoint the member that you 
recommend?”’. 

LOS ANGELES REGIONAL OFFICE 


Mr. Puiturs. Would you like to answer Mr. Jonas’ question in 
regard to the western area? Where do they come from? 

r. Joss. I think, perhaps, Mr. Roberts can answer that better as 
he is more familiar with the California office than I am. 

Mr. Roserts. The chairman of the Los Angeles office is a Mr. 
Thomas. 

Mr. Roserts. He was president of an aluminum-fabricating com- 
any in Los Angeles, Calif., he was born in Oakland, Dalif., and has 
ived all his life in California. 

Mr. Tuomas. If I may interrupt, I am sure that it is a pretty good 
idea when you undertake this very, very unpleasant task, to have your 
regional men from sections entirely different from where they operate. 
You eliminate that personal equation. This is unpleasant work and 
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the further you can get personalities removed from it, the better off 
you will be. 

Mr. Jonas. On the contrary, it strikes me this way: it is like an 
agency creating the court to pass on its own actions. The Defense 
Department people have been parties to these actions and then vou 
let them select the members of the board to pass on them. I doubt 
if that is the best way to get an objective approach to it. 

Mr. Joss. I do not believe that more than one member that was 
nominated by the services had been in procurement work for that par- 
ticular service, and that member is no longer with the Chicago board. 

Mr. Puiuuips. Were the other members of the Los Angeles board 
all from the West? 

Mr. Roperts. Yes, sir. 

Mr. Jonas. Is this the only region in the country where the situa- 
tion exists as you have described it? 

Mr. McConnaveuey. I am a new man here and I am from Ohio; 
there is no one from Ohio on the Michigan-Ohio regional board. 

Mr. Roserts. The situation is peculiar in the Washington and 
the southeastern area, as you pointed out, and it is because we took 
over, as Mr. Joss said, the cadre of experienced people who were 
operating in the Department of Defense, carrying out the 1948 
Renegotiations Act. 

Mr. Jonas. I see. 

Mr. Joss. There were 1,500 cases yet to be disposed of and they 
had been working on them. 

Mr. Joss. Those cases now are disposed of, I might add, except 
for about 30 or 40. 

Mr. Puiuuips. They are now disposed of? 

Mr. Roserts. Yes, sir. We did not leave all the people we took 
over from the Department of Defense in their Washington regional 
board. Some were transferred to Chicago, some to New York, and 
some to Detroit. 

NUMBER OF CASES COMPLETED 


Mr. THomas. How many cases have you completed? I believe you 
gave a figure a while ago but I did not hear it. 

Mr. Roserts. As of December 31, Mr. Thomas, there have been 
5,806 cases completed. 

Mr. Tuomas. How many of them have taken an appeal to the Tax 
Court? 

Mr. Roserts. Two. 

Mr. Tuomas. Only 2 out of over 5,000? Remarkable. 

Mr. Roserts. We think it is remarkable. 

Mr. Tuomas. It is truly remarkable. We had better reexamine the 
Tax Court. 

I wonder if the Chairman would be good enough to have prepared 
for the committee an organization chart for the Renegotiation Board 
and your six regional offices, showing the number and civil service 
grades for each one of your positions? 

Mr. Patties. Do you understand that request? 

Mr. Roserts. Yes, sir. 

Mr. Putuirs. I would like to have that chart go down into the 
regional boards, if you can. 

Mr. Roserts. All right, sir. 
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Mr. Puiuurrs. I believe you requested that information as to the 
regional boards, did you not, Mr. Thomas? 

Mr. Tuomas. Yes, I said the Renegotiation Board and the regional 
boards throughout the country. 

(The information referred to above was submitted to the com- 
mittee.) 


WORKING LIFE OF THE RENEGOTIATION BOARD 


Mr. AnprEws. How long will the work of the Board continue after 
the act expires? The life of the Board does not expire, under the 
act, until all deliveries have been made under defense contracts? 

Mr. Roserrts. No, sir, the act applies to deliveries as of a certain 
date. For example, the act expires as to deliveries after December 31, 
1953. So, the contract may run on through 1955 or 1956, but the 
deliveries under it are subject to renegotiation only as of December 
31, 1953. 

Mr. AnpreEws. I see, and unless the Congress renews the life of the 
agency there would be not further work for you? 

Mr. Roserts. After the workload generated under the coverage 
of the act is disposed of. 

Mr. Anprews. After all deliveries have been made through that 
date? 

Mr. McConnavauey. You see, the filings would come next April. 

Mr. Anprews. That is right. 

Mr. McConnavauey. We are sending out notices—44,000 of them 
now—and the filings will come next April and then we have to start 
to process those after that date. It will take us approximately a year 
and three-quarters to 2 years after the act’s coverage ceases, to com- 
plete the workload generated under the coverage of the act. 

Me. ANDrREews. You will work approximately 2 years after the 
deadline of the statute? 

Mr. Roserts. Yes, sir. 

Mr. McConnaveuey. Is this not correct? If the act should not 
be renewed, the filings would come in in May, we will say, 1954, or 
April and then there would be a minimum of a year and a half to 2 
years’ workload to dispose of those cases. 

Mr. Roserts. That is correct. 

Mr. Anprews. What is the deadline set in the bill that has passed 
the House and is reported to the Senate? 

Mr. Roserts. December 31, 1954. 

Mr. Puruurrs. It pushes it ahead 1 year? 

Mr. McConnavuauey. That is correct, Mr. Phillips. 

Mr. Puituirs. But your work will continue for 2 years after the 
deadline? 

Mr. McConnauauey. Yes, sic. 

Mr. Joss. For a period of a year and a half or a year and three- 
quarters. 

Mr. Puruures. You have been saying a year and a half and now you 
have set it up 3 to 6 months in your verbal testimony. 

Mr. Roserts. I think the difference is this: When you are winding 
up an operation, you are going to have some sticky matters that will 
keep you alive longer than if you were disposing of the same workload 
on an orderly flow basis. 
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AMOUNT OF MONEY RECOVERED FOR THE GOVERNMENT 


Mr. Puruures. I want to be sure to get on the record, the amount of 
money you have recovered for the Government. 

Mr. McConnavuauey. $107,872,511, in determinations made. 

Mr. Yates. Over what period of time was that recovery made? 

Mr. McConnavuauey. From the time the act passed until the pres- 
ent time. 

Mr. Puiturres. That does not include the amount which you have 
on appeal? In other words, how much is in dispute as a result of the 


? 
r. McConnauGuey. None of it is. 

Mr. Puruuirs. The $107 million is money received? 

Mr. McConnavauey. Yes, sir; determinations made. 

Mr. Puiuires. Can you make an estimate of what is ahead and in 
the process of negotiation, or is that impossible. 

Mr. McConnavauey. I think that is utterly impossible from what 
I understand, Mr. Chairman. I might add, with reference to that 
recovered, $60 million of this $107 million have been determinations 
made since June 1953—in the last 6 months. In other words, the 
impact of this thing has started to roll finally. 

r. Putiurps. Can you estimate the amount that is involved in 

these cases which have been taken through appeal? 

Mr. McConnavuaury. Yes, sir; we can supply that figure. 

Mr. Joss. We have only had 7 or 8 of those cases. 

Mr. Putiures. Will you supply that information for the record? 

Mr. Joss. Are you talking about the Tax Court appeals or just 
oppose to the Statutory Board from the regional board? 

Mr. Puiuures. I am talking about the Tax Court. 

Mr. Joss. There was only 1 or 2 of those cases. 

Mr. Puruutps. I understood there were several. Was the appeal 
from the local board to your Board? 

Mr. Joss. Yes, sir. 

Mr. Puuurs. And that is not included at all in the $107 million? 

Mr. Joss. This, as I understand, $107 million is what has been 
determined. 

Mr. Puiuutrs. Then, you had better give us both of those figures 
and put them into the record. 

(The information requested is as follows:) 


Number of 
cases Amount 
Determinations appealed to the Tax 2 $103, 200 
Regional board determinations on which appeal to Statutory Board is 
ll 439, 814 


TEMPORARY BUILDINGS 


Mr. Anprews. You are located in temporary building S? 

Mr. McConnaveuey. Yes, sir. 

Mr. Anprews. Is all of that building occupied or is any space 
available down there? 

Mr. Roserts. The upper floor of that building is vacant. 

Mr. Anprews. The whole floor? 
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Mr. Roserts. Yes, sir. 

Mr. AnpreEws. I have noticed some buildings down there that have 
the windows painted green. Do you know anything about those as 
to whether they are occupied or not? 

Mr. Roserts. No, sir. 

Mr. Puiturps. Mr. Andrews, are you speaking of the buildings 
on Independence Avenue? 

Mr. ANDREws. Yes, sir. 

How much space is down there? Do you know? 

Mr. Roserrts. No, sir, I do not know. 

Mr. Rezse. I do not know how much space is vacant on the second 
floor of temporary 5 building, but I would estimate somewhere around 
47,000 square feet. They have a snack bar on the second floor. 

Mr. Anprews. Are there any other buildings down there which are 
vacant? 

Mr. Reese. Not that I know of, unless there is some vacant space 
in temporary R building. 

Mr. AnprEws. How many temporary buildings are there in your 
area? 

Mr. Reese. There is temporary building S, R, and E in that 
particular group. 

Mr. McConnavauey. If you had been in our building, sir, this 
morning you would like to have vacated it immediately. 

Mr. Puriuurps. Are there any further questions or anything which 
you gentlemen want to add—any of you Commissioners—which you 
feel cannot be withheld for another year? 


NEED FOR FUTURE APPROPRIATIONS 


Mr. Joss. I think there is one thing that the chairman did not 
bring out and that is in the event there is an extension of the act, 
there will be an additional workload which will start to hit us in 
fiscal 1955. It will be coming in next spring. 

Mr. Puruuips. We will see you again before then. 

Mr. Roserts. No, sir, not with respect to money, and these final 
filings will be due in April 1955. 

Mr. Jones. You can always come in for a supplemental appro- 
priation. 

_ Mr. Roserts. I would estimate that the relief would not come in 
time. 

Mr. Kruecer. You have promised $107 million in savings and I 
think we would consider your proposition. 


INCREASE REQUESTED FOR 1955 


Mr. Roserts. Mr. Chairman, I have been in renegotiation for 
some time, and I am concerned somewhat that we have not gotten 
our story across of the real economies that we have made and the real 
efficiency that has been in our operation and of the extreme tightness 
of this budget request. 

I was a little disturbed—I noticed that you said we were asking for 
more money; we are asking for $7,200 more, and that is because we 
rounded off a figure, and I am sure you did not mean the implication 
that we were asking for more money with that little involved. 
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Mr. Pururps. I am not sure that I understand your statement. 

Mr. McConnaveuey. | thought the chairman was referring to my 
statement when you said we were asking for more money, indicating 
that we were going to ask for more money. 

Mr. Puitirs. How much is your budget for next year over this 

ear? 
" Mr. McConnavauey. We had this year $5,192,800. 

Mr. Puruiies. What is it for next year? 

Mr. McConnavuauey. We are asking for $5,200,000, or $7,200 
more and that was why I wanted to emphasize that we merely rounded 
off the figure, and rather than have the implication that we are asking 
for more money, | am sure we would all give up the $7,200. 

Mr. Puiiurps. We think you are doing a good job. However, we, 
more or less, informally, like to discourage the idea that this is a 
permanent institution. We hope, eventually, some of these emer- 
gency agencies will go out of existence. There is nothing harder to 
get se of existence than an emergency agency and you know that 

ourself. 
‘ Mr. McConnaveauey. That is what we want. We are not looking 
for a job. 

Mr. Puiuures. Thank you, gentlemen. 


Wepnespbay, JANUARY 20, 1954. 


NATIONAL SCIENCE FOUNDATION 


WITNESSES 


ALAN T. WATERMAN, DIRECTOR, NATIONAL SCIENCE FOUNDATION 

Cc. E. SUNDERLIN, DEPUTY DIRECTOR 

BAYMOND J. SEEGER, ASSISTANT DIRECTOR FOR MATHEMATICAL, 
PHYSICAL, AND ENGINEERING SCIENCES (ACTING) 

H. BURR STEINBACH, ASSISTANT DIRECTOR FOR BIOLOGICAL 
AND MEDICAL SCIENCES 

HARRY C. KELLY, ASSISTANT DIRECTOR FOR SCIENTIFIC PER- 
SONNEL AND EDUCATION 

WILSON F. HARWOOD, ASSISTANT DIRECTOR FOR ADMINISTRA- 
TION 

F. C. SHEPPARD, FISCAL OFFICER 

CHESTER I. BARNARD, CHAIRMAN OF THE NATIONAL SCIENCE 
BOARD 

DONALD A. QUARLES, ASSISTANT SECRETARY OF DEFENSE FOR 
RESEARCH AND DEVELOPMENT 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate. $4,750,000 | $8,000,000 | $14,000, 000 
Prior year balance available. 34, 000 360, 385 300, 000 

Total available for obligation ---...-_.............------ 4, 784, 000 8, 360, 385 14, 300, 000 
Balance available in subsequent year .- .._............---..--- —360, 385 —300, 000 |.....-.-.----- 
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Obligations by activities 


| 
Description | 1953 actual | 1954 estimate | 1955 estimate 


. National science policy studies -- 5 $207, 167 $839, 485 | $824, 000 
. Support of science: } | 

(a) Grants for support of research sancguieis 1, 813, 301 | 4,075, 000 | 10, 120, 000 

(5) Grants for training of scientifie manpower ‘ nical 1, 407, 188 1, sai, 000 2, 074, 000 

(c) Review of research and trees programs............} 432, 022 569, 700 | 630, 000 

3. Scientific information exchange } 184, 919 282, 800 | 282, 000 

. Executive direction and management _ 379, 018 | } 412, 400 | 370, 000 


Obligations incurred -_-_--................... : ; 4, 423, 615 | 8, 060, 385 | 14, 300, 000 


Obligations by objects 


Object classification | 1953 actual | 1954 estimate | 1955 estimate 


NATIONAL SCIENCE FOUNDATION 


Total number of permanent positions 
Full-time equivalent of all other positions__ 
Average number of all employees - __ 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: ‘Average salary - 


Personal services: } 
Permanent positions 3, 56 $887, 000 | 
Other positions __ 9, 6 77,000 | 
Regular pay in excess of 52-week base _ : 4,000 | 
Payment above basic rates... 5, 36 5,000 
Other payments for personal services ___ 1,000 | 


Total personal services | 651, 281 974, 000 102, 000 
Travel. 5 83, 588 110, 200 130, 000 
Transportation of things . } 241 1,000 | 1,000 
Communication services_- 13, 916 12,000 | 15, 000 
Rents and utility services_- 8 100 | 300 
Printing and reproduction ___- 7, 944 17,000 | 27, 500 
Other contractual services _____. 307, 747 486, 500 339, 000 
Supplies and materials_..___..___- 3 9, 134 10,000 | 12, 000 
Equipment. -- 32, 10,000 | 12, 000 
Grants, sttbsidies, and contributions. 3, 289, § 6, 428, 385 12, 656, 900 
Taxes and assessments... 2 3, 900 4, 300 


Obligations incurred : = 08, 91 915 | 8,053, 085 M, 200, 000 


ALLOCATIONS TO LIBRARY OF CONGRESS 


Total number of permanent positions. _____- 


| 
5 | 
Full-time equivalent of all other positions 
Average number of all employees - 4 


Average salaries and grades: 
General schedule grades: 
Average 
Average grade. 


Personal services: 
Permanent positions 
Other positions 


Total services 
Travel__. 


Other contractual 
Supplies and materials. 


Obligations incurred. 


ALLOCATION TO NATIONAL BUREAU OF STANDARDS, 
DEPARTMENT OF COMMERCE 


Other contractual services 


‘ 123 160 | 160 
| 6 8 | 11 
108 | 144 | 165 
F $5, 353 | $5, 894 | $5, 894 
> GS-7.6 | GS-8.5 | GS-8.5 
$13, 757 | $13, 637 | $13, 637 
01 
$987, 400 
104, 600 
4,000 
5, 000 
1,000 
02 
03 
04 
05 
06 
07 
08 
09 
15 
$4, 028 | $4, 008 | 
01 
$13, 324 | | 
| 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
SUMMARY 
Total number of permanent vositions --............-.....--.-- 128 165 160 
Full-time equivalent of all other positions____................- 7 9 ll 
Average number of all employees. -. --......-.-.-----..-..--.- 112 146 167 
Average salaries and grades: 
General schedule grades: 
Average salary $5, 297 $5, 871 $5, 804 
Ungraded positions: Average salary..............--.....-- $13, 757 $13, 637 $13, 637 
01 Personal services: 
$892, 276 $987, 400 
Other positions 51, 878 77, 000 104, 600 
Regular pay in excess of 52-week base .......__..._.__. 2, 499 4, 000 4,000 
Pavment above basic rates 5, 364 5, 000 5, 000 
Other payments for personal services...-.-...........- 242 1, 000 1,000 
02 Travel 83, 588 110, 500 130, 000 
03 Transportation of things.-..-.............----- 241 1,000 1,000 
04 Communication services. _- aie 14, 016 12, 000 15, 000 
05 Rents and utility services - 100 300 
06 Printing and reproduction 7, 17, 000 27, 500 
07 Other contractual services. 315, 747 487, 500 339, 000 
08 Supplies and materials ___- , 347 10, 417 12, 000 
09 Equipment TESS 33, 005 10, 307 12, 000 
11 Grants, subsidies, and contributions 3, 289, 6, 428, 385 12, 656, 900 
15 Taxes and assessments... 2, 940 3, 4, 300 
4, 423, 615 8, 060, 385 14, 300, 000 
Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year-_......-- ee \ $2, 684, 200 $4, 167, 951 
Obligations incurred during the year._-.............-.---....- 4, 423, 615 8, 060, 385 14, 300, 000 
Deduct: 6, 660, 103 10, 744, 585 18, 467, 951 
Adjustment in obligations of prior 
Obligated balance carried to certified claims account... 
Unliquidated obligations, end of year... --.....-....--... 2, 684, 200 4, 167, 951 6, 651, 951 
3, 973, 568 6, 576, 634 11, 816, 000 
Expenditures are distributed as follows: 
Out of current authorizations... ...-- 2 25...2.-ecesesesns } 3, 973, 568 { 4, 241, 000 7, 600, 000 
Out of prior authorizations............---.-....--.-.--...- : 2, 335, 634 4, 216, 000 


Mr. Puiuurrs. We have with us this morning representatives of 
the National Science Foundation to present their budget request for 


fiscal year 1955. 
a statement for us. 


Dr. Alan T. Waterman, as Director, will make 


We have Messrs. Sunderlin, Seeger, Steinbach, Kelly, Harwood, 


Sheppard, Barnard, and Quarles. 


Mr. Quarles, I think you had better have a huddle sometime with 
this committee if your position is Assistant Secretary of Defense for 


Research and Development. 


We are of the opinion that research 


is spreading itself out widely and perhaps with duplication in your 
department. 
Mtr. Quares. I have come this morning to be at your disposition 
at any time. 
Mr. Puiuurrs. We spent quite some time yesterday discussing the 
same subject with another agency. 


753 


The request for last year was $8 million. That was the amount 
appropriated. The year before that was $4,750,000. 

Your request for this year is $14 million. Congress seems to be 
going by an arithmetical progression and you would like to have a 
geometric progression. 

Dr. Waterman, do you have a general statement? 

Dr. WarrerMaN. Yes, sir. 

Mr. Proceed. 


GENERAL STATEMENT 


Dr. Warerman. Mr. Chairman and members of the committee, 
you have in your hands the appropriation request of the National 
Science Foundation for 1955. I shall not attempt here to summarize 
it. Since the major item in the appropriation requested concerns 
the support of basic research, however, I should like to occupy the 
next few minutes with a brief statement about the current need for 
this research and the role of the foundation in filling this need. 

In fiscal 1954 it is estimated that the Federal Government will 
expend more than $2 billion for research and development. Of this 
it is estimated that about $115 million will be the portion expended on 
basic research in science. About one-half of this amount spent on 
basic scientific research, or less than 3 percent of the total, will go to 
she support of research in universities, which traditionally have been 
and still are the primary source for the discovery and dissemination 
of new knowledge. 

It is the support of this type of research, principally conducted in 
our colleges and universities, which is one of the primary respon- 
sibilities of the National Science Foundation. It is this type of 
research which provides the basis for the developmental programs of 
industry and Government, and which is an essential part in the 
training of our scientists. 

The appropriation request of the Foundation before you today 
shows an increase of $6 million over last year’s appropriation, and 
this is for the support of basic research; $3 million of this amount 
represents a transfer of responsibility for the support of appropriate 
areas of basic research from the Department of Defense to the Founda- 
tion, with a corresponding reduction in the research program of the 
Department of Defense. The balance will be expended in providing 
support in areas of basic research necessary for progress in science 
and the maintenance of the requisite, up-to-date stockpile of knowledge 
for applied science and engineering. 

This arrangement reflects administration policy as announced on a 
number of occasions, in particular in the 1955 budget, as follows: 

The Foundation is to be increasingly responsible for providing support for basic 
research and for the award of graduate fellowships in the sciences, giving due con- 
sideration to the requirements of the Federal agencies for basic research closely 
related to their operating responsibilities. 

It is important for other Federal agencies to conduct and support basic 
research in areas closely related to their missions. 

I wish to emphasize that the increase in this appropriation request 
to support basic research does not, in fact, entail a corresponding in- 
crease in Government support of basic research. The actual increase 
is small but, taken in conjunction with the expected decrease of about 
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$100 million in the Government’s expenditures for research and de- 
velopment, it would mark a short step toward righting the imbalance. 
which exists between the support of basic research on the one hand and 
applied research and development on the other. This imbalance is 
especially marked in Federal support to universities where about four 
times as much support is presently being provided to applied research 
and development as to basic science. 

By any standard the amounts expended for support of basic research 
are small by comparison with the amounts spent on applied research 
and development. By comparison with the eventual benefits which 
can be expected from basic research, they are microscopic. In discuss- 
ing the benefits flowing from basic research, an article in the January 
issue of Fortune magazine sums up its contribution by saying that: 

In 1938 there was no synthetic-fiber industry, no television industry, and in 
the United States no synthetic-rubber industry. No one knew how to split the 
atom; there was no jet aircraft, guided missile, United States helicopter, electronic 
digital computer, or cloud seeding. Medicine was still without antibiotics or 
cortisone, and agriculture was still without DDT. 

* * * In 1954, as in 1953, the major research effort will be directed toward 
exploiting existing breakthroughs, At the same time, new breakthroughs, arising 
in part by accident, in part by deliberate cultivation of fundamental research, 
will continue to provide the new opportunities that make science what Vannevar 
Bush has called—an endless frontier. 

Gentlemen, research is difficult, unpredictable, and hazardous. 
The past shows that no one can pinpoint in advance the areas where 
breakthroughs will occur. We are dependent, therefore, upon com- 
petent scientists. But a good scientist is not born that way—even the 
best talent must be trained and an indispensable part of the training 
process is experience in basic research. Our output of scientists, 
therefore, in both quality and quantity is greatly mfluenced by the 
basic research in which they have an opportunity to take part. It 
must be a source of concern to all of us that while the number of 
students graduating in the sciences in the United States continues to be 
inadequate, in the Soviet. Union it appears to be rapidly rising. 
Greater support for basic research will help increase our output of 
scientists, at the same time that it adds to our store of scientific 
knowledge. 

Please bear in mind that the Foundation is not competing for the 
services of scientists. It is merely supporting them in worthwhile 
projects they wish to undertake by providing the funds which are not 
otherwise available. 

In fact, today and under the appropriation request before you the 
Foundation must turn down, due to lack of funds, hundreds of well- 
conceived research projects submitted by competent scientists. This 
is true in the face of a recognized shortage of scientists. 

The appropriation request before you will permit some prverer 
toward the goal of securing an adequate amount of competent basic 
research in this country. To request less would be to ignore the 
unquestioned need of basic research for a greater measure of support. 

I have mentioned that a large portion of the increase in our appropri- 
ation request for support of basic research is compensated by a reduc- 
tion in the research program in the Department of Defense. With 
your permission, Mr. Chairman, I should like to call upon the Assis- 
tant Secretary of Defense for Research and Development, Dr. Donald, 
or who is here to present the position of the Department of 

efense in this matter. 
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REDUCTION IN GOVERNMENT’S EXPENDITURES FOR RESEARCH AND 
DEVELOPMENT 


Mr. Puruurps. Before we call on Dr. Quarles, you made a state- 
ment: 


The actual increase is small— 
referring to an increase in Government support of basic research— 


Actual increase is small but taken in conjunction with the expected decrease of 
about $100 million in the Government’s expenditure for research and development 
it would mark a short step toward righting the inbalance which exists between the 
support of basic research on one hand and applied research and development on 
the other. 

This committee has seen no evidences of any decrease in the Govern- 
ment’s expenditures for research and development. Would you ex- 
plain where that decrease is taking place? 

Dr. WaterMAN. I think Dr. Quarles can speak directly to that in 
the Department of Defense which is where the biggest decrease is 
occurring. 

Mr. Puruurps. Dr. Quarles? 

Dr. Quartes. That is perhaps in the middle of the story I was 
going to give you, but to answer that question specifically, we propose 
in our defense budget, which will be before committees of Congress 
very shortly now, to decrease by about $100 million the funds re- 
quested for new appropriation authority in research and development 
in defense. 

Mr. Puriuirs. This $100 million is entirely in the defense area? 

Dr. Quar.tes. Whether Dr. Waterman has other areas that he is 
tallying up to total this $100 million I am not sure, but it is at least a 
coincidence that we are cutting back by about $100 million. 

Mr. Patuures. For research and development? 

Dr. WatTerRMAN. Yes. 

Mr. Tuomas. How does that reflect credit to the National Science 
Foundation? They have no authority to do research and develop- 
ment work. 

Mr. Puiturrs. The budget of this agency, as you know, has been 
resented to us, as well as its authorization, on the grounds that 
asic research was not being done by other Government agencies. 

Am I right, Dr. Waterman? Your intent was not to engage in what 
we would call research and development? 

Dr. WarerMAN. Not applied research and development, no, sir. 
Our game is basic research. 

Mr. Puriurps. Then a reduction of $100 million in applied research 
and development would not affect the authorization of this agency. 

Dr. Quartes. May I back up and give you a bit broader 
explanation? 

Mr. Puriurrs. Why don’t you make your statement? I didn’t 
Ba you had a prepared statement. 

Dr. QUARLEs. t do not have a prepared statement. I thought 


perhaps if I covered my story a bit more completely. 
Mr. Puiuurps. Do that because we are interested in research, obvi- 
ously, but we are also interested in dollars. 
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DEFENSE RESEARCH AND DEVELOPMENT PROGRAM 


Dr. Quarues. Yes, sir. I am sure this committee has in mind how 
the Department of Defense got into its present position. In the years 
after the war and with the demise of the NDRC, National Defense 
Research Committee of the Government, the Department of Defense, 
particularly its Office of Naval Research, picked up the Government 
obligation as at least the Government saw it at that time, and con- 
tracted with the universities in support of research work in the uni- 
versities for two purposes—for the purpose of promoting the Defense 
Department’s own programs in applied research and development, 
and also for the purpose of general support for the general welfare of 
erage and research in the country, general support of that kind of 
work. 

The Office of Naval Research, and to a lesser degree the correspond- 
ing organizations in the Army and the Air Force, did carry on such 
programs using Defense Department funds. ' 

From the time the National Science Foundation was created and 
got underway, I believe in 1951, we have progressively backed out 
of the general purpose basic research part of that whole area of 
research and development. It always has been a small part of our 
total program. 

For example, today we have a program of direct research and 
development that is in the range of $1,200 million to $1,300 million. 

Mr. Putuurps. All in defense? 

Dr. Quarues. All in defense. Of that total one can use different 
definitions as to where to draw the line between basic research and 
research and development, so it is a bit difficult to pin the thing down 
accurately, but at least in the area of contracts with universities and 
the like for what they regard as basic research we are only talking 
about something in the neighborhood of 20 millions out of that billion 
two or three hundred million. 

Mr. Puiturps. What was the $20 million? 

Dr. Quar.es. The $20 million is the portion of the $1,200 million 
research and development budget which is for contract research with 
universities at the present time. 

Mr. Puixures. understand. 

Dr. Quarues. I am not speaking about next year but the way it 
has been. 


TRANSFER TO NATIONAL SCIENCE FOUNDATION OF RESPONSIBILITY FOR CON- 
TRACTS WITH UNIVERSITIES AND OTHER INSTITUTIONS 


Mr. Tuomas. We can get this down right quick at this point. The 
National Science Foundation’s request is up about $6 million. The 
lion’s share goes to universities and so forth for research contracts. 
Dr. Right. 

Mr. Tuomas. Armed services have reduced their appropriation 


request for fiscal 1955 by $3 million to universities and science founda- 
tions and transferred that amount over to the National Science 
Foundation? 

Dr. Quaruzs. In effect we have, yes sir. We have reduced our 
total research and development level by $100 million. If you limit 
your consideration to the basic research content of that, which as I 
say 
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Mr. Tuomas. Will you supply the names and locations of the uni- 
versities, schools and institutions where you have abrogated your 
contract for fiscal 1955 so we can check it with the National Science 
Foundation’s records. 

Dr. Quar.es. I cannot do that at this time, sir. Our budget has 
not been developed to that degree. 1 speak not of abrogating any 
contracts that now exist. I speak only of the obligation of new funds 
that might be appropriated. We are asking on our behalf -— 

Mr. Tuomas. That is speculative. What you say now is different 
from what you started off saying. You don’t know whether there 
will be 5 cents reduction in the armed services appropriation fund for 
contract research and development for schools and universities and 
private organizations then. You say that has been transferred, 
decreased or handed over to the National Science Foundation. I 
don’t want to be argumentative about it but your statement needs to 
be backed up with some facts. 

Mr. Putiuuips. You must keep within the field of the authorization 
of the National Science Foundation. Just the fact that you have 
reduced the budget $100 million means nothing to the National 
Science Foundation’s authorization. You have to give us some evi- 
dence of the reduction of $3 million in the work which they are 
authorized to do and should do and which you have been doing, 
presumably by duplication of their efforts. 

Dr. Quarues. Mr. Chairman, I only spoke to the $100 million 
because I thought I was asked to explain this $100 million reference. 

Mr. Putuures. I did ask you because we have had that very seriously 
before us. But this statement of Dr. Waterman’s is that you have 
reduced your expenditures $3 million. We want to know where. 

Dr. Quarues. I would have to differ, if you want to be literal. 
We have not reduced our expenditures. We are reducing our request 
for budget authority from Congress in our budget for fiscal 1955 in 
this particular area by $3 million. 

Mr. Puruurps. What do you mean by “this particular area’’? 

Dr. Quaruszs. In this particular area of contract research with 
universities and the like, which is the area which directly relates-——— 

Mr. Puruups. Will you put a memorandum in the record, as Mr. 
Thomas asks, showing where the reductions are? 

Dr. Quar.es. I cannot do that, sir. We are at a different phase 
of our budget plans than Dr. Waterman and the Science Foundation 
is. We have yet to reduce to actual contract terms the areas where we 
will actually obligate the funds which Congress may appropriate 
to us. 

Mr. Puiturrs. You have not been before the other subcommittee, 
have you? 

Dr. Quartes. We have not. Our request on the other committee 
is in line with Dr. Waterman’s testimony. 

Mr. Corron. Am I right in this: in your request for next year you 
are reducing by $100 million your request for research and develop- 
ment. Of that amount approximately $20 million would be in the 
line of basic research? 

Dr. Quartes. Not of the $100 million, sir—of our total budget 
level which is about $1,200 million or $1,300 million. About $20 
million there is in the line of basic research. Of the $100 million 
reduction about $3 million is a reduction in the basic research area. 
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Mr. Corron. Whereas you might have contemplated $23 million for 
basic research you are going to ask for only $17 million or for $20 
million? 

Dr. Quar.es. Yes. Actually the figures are a little more than 19 
and a little more than 16, but you are substantially correct. 

Mr. Corron. That reduction was the result of coordinating planning 
planned by you and the Science Foundation or was it the result of 
arbitrary action taken by the Budget Bureau? 

Dr. Quarues. It was the result of coordinated planning between 
the Bureau of the Budget, the Science Foundation, and ourselves. 

Mr. Corron. It was my impression during the period the law was 
being passed creating the National Science Foundation and in the 
early period of the Foundation’s activities that it was taking over the 
task of coordinating all basic research in all branches of the Govern- 
ment. Have they been actually advising you about your basic re- 
search in the Defense Department? 

Dr. Quar.es. We have consulted with each other about our pro- 
grams and in respect to basic research which we would call general- 
purpose research for the general purpose of strengthening research in 
science we consider it to be their job. But we consider it is necessary 
for us to do some part of our total research and development in the 
area of fundamental things. 

Mr. Corron. The reason you cannot supply for the record speci- 
fically the fields in which that $3 million reduction is going to take 
effect is because—whether it was the result of general agreement 
between you, the Bureau of the Budget and the Science Foundation 
or whether it was the arbitrary action of somebody—that has been 
cut off and you have not yet decided where you are going to apply the 
cut. Is that right? 

Dr. Quarugs. Right, sir; because we have not vet received an appro- 
priation and do not know exactly where we will land with our own 
committee in this matter. 

Mr. Corron. Thank you. 


GRANT TO STUDY CONDITIONS IN RUSSIA 


Mr. Jonas. Sometime during the fall I read in the newspaper a 
story about the making of a grant of about $60,000 to a university 
to finance a study of family life in Russia. The grant was made by 
the Air Force. I sent that clipping to Mr. Taber. He responded 
and said he could not understand why the Air Force would be 
financing a study of family life in Russia and he would inquire into 
the matter. 

Are you familiar with the subject? 

Dr. 5 gage I think I am familiar with the particular project 
of which you speak. I think it was a contract with Harvard Uni- 
versity in which the university acted as a means of studying the 
people who were leaving Russia and the other Iron Curtain countries 
their motives and points of view and psychology as part of a general 
attempt to understand what was going on behind the Iron Curtain. 
This was a project which was initiated some time ago. The news- 
paper account of it was highly distorted and the name that was given 
to it was intentionally not a very revealing name, but it is a project 
which I have, if we are talking about the same project 
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Mr. Jonas. No. However, you are talking about one which 
interests me very much, so proceed. 

Dr. Quarutes. Thank you. At least I have studied this project, 
and the type of information which grows out of it and the type of 
work which is being done by the sociologists and the like who are 
actually doing the work and compiling the reports. It is my belief 
that it is worth what it costs and much more to have that kind of 
information in the hands of our people. 

Mr. THomas. May | remind the distinguished witness of one perti- 
nent fact. How much did you spend on that project? $60,000? 

Dr. Quarues. It was more than $100,000, the one I spoke of. 

Mr. Jonas. My project is smaller than that. 

Mr. Tuomas. Let me give you these facts. I don’t know whether 
they belong here or not. In Austria, in Germany, the southeast 
countries and on the German border of Russia, the Army has intelli- 
— units. The Navy has an intelligence unit there. The Air 
‘orce has an intelligence unit there. The State Department has an 
intelligence unit there. Then you have the counterintelligence and 
then you have the big overall parent, the Central Intelligence Agency. 
I am not guessing because I have talked with dozens of them. There 
are literally hundreds upon hundreds of those intelligence people, and 
one of their functions, among other things, is to cover that border and 
they talk with thousands upon thousands of those refugees a year from 
all Iron-Curtain countries. If you can get any better information than 
is available from those people who are on the ground 7 days out of the 
week, [ cannot imagine where it is. So it seems to me that your 
$100,000 or $150,000 was poured down the rathole. The information 
is available to the Central Intelligence Agency, State Department, 
Army, Navy, and Air Force. What in the world could you expect to 
get with that $150,000 which is not already available and known to a 
dozen governmental agencies? 

Dr. Quarters. This becomes a very technical question, sir, and one 
that I cannot answer adequately in this manner, but let me say first 
that the new administration took a cold look at this matter and 
authorized only enough funds to close out this project. So Ll am not 
defending it in the sense of saying it is a project that I would now 
propose 

Mr. Tuomas. Where do people go to get the information? 

Dr. Quarues. The very people who have these intelligence units 
and who know the information that is being derived from the intelli- 
gence units were the ones who felt they should have this supplement 
to that intelligence effort in the form of an organized analysis from a 
point of view of trained people. 

Mr. Tuomas. You mean General Lewis and General Truscott 
suggested that you spend this $100,000 or $150,000 for that infor- 
mation? 

Dr. I cannot be that specific. 

Mr. THomas. You just stated that the Army and the Intelligence 
people requested it. Did Mr. Dulles of the Central Intelligence 
Agency request it along with General Truscott and General Lewis? 

Dr. Quar.es. I cannot answer that specifically, but these projects 
were coordinated 

Mr. Tuomas. Mr. Dulles is head of the Central Intelligence Agency. 

Dr. Quartes. You asked me if he personnaly authorized. I 
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cannot be that specific. They were coordinated with the Central 
Intelligence Agency. It was a project of the air staff which includes 
the Chief of Intelligence in the air staff. I cannot be specific that the 
head of the intelligence in the air staff himself requested it. 

Mr. Jonas. The grant I had reference to was a dispatch in the 
newspapers of North Carolina dated December 11, 1953, announcing 
a grant of $67,000 by the United States Air Force to a university in 
the South for a 1-year extension of its study of cities and universities 
in the Soviet Union. The research is concerned with urbanization, 
land use, industrial planning, and city patterns in the Soviet Union. 

I _ want to inquire if you think that is a proper project for the 
Air Force to be spending $67,000 to extend a program which has been 
going on for 3 years. 

Dr. Quartes. The answer is, “I do.”’ Bowever, it gets into some 
highly classified operations of the Air Force in making their strategic 
plans, and this material is basic and not too directly related to their 
strategic plans, but it is, nevertheless, of material interest in making 
their strategic plans. 

Mr. Jonas. Do you think some students in a university know more 
about the internal situation in Russia than the Air Force know? 

Dr. Quaruzs. I think that competent people in the universities 
can add some substantial information by detailed studies of this 
kind if they are properly conducted. 

Mr. Puruures. Dr. Quarles, you were interrupted a moment ago. 
We have been asking you questions up and down the table. Do you 
want to finish your statement? 


BASIC RESEARCH IN DEFENSE PROGRAM 


Dr. Quartes. I think I pretty well covered the ground except for 
one thing, and that is speaking to the point of basic research in the 
Department of Defense. By backing out of the field of general pur- 
pose basic research, that is basic research which has as its motive the 
support of research in the universities, we do not mean to be backing 
out of the field of fundamental research in areas that underly our 
research and development program. We feel just as a progressive 
industry does in having a research and development program, that it 
would have some small content of fundamental research underlyin 
it, so we in Defense should have such a content of fundamenta 
research and our program for next year, if approved by the Congress, 
will provide funds for fundamental research, some part of it con- 
tracted to universities. It will be cut back by the $3 million which 
Dr. Waterman referred to as part of our adjustment with National 
Science Foundation. 

Mr. Puiturps. When you speak of fundamental research, you mean 
the same thing Dr. Waterman refers to as basic research? 

Dr. Quar.es. In some measure we do; yes, sir. Some part of it 
is that kind of thing. 


JUSTIFICATION DATA 


Mr. Puruuips. As much of this justification is approved for inser- 
tion in the record as will clearly cover the ground without duplication 
of what has been testified to separately, and perhaps without contain- 
ing all of the detailed information. 

(The justifications are as follows:) 
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Summary of obligations by object 


: Increase (+) 
Object Actual, fiseal Estimate, Estimate, or de- 


fiscal year 
year 1953 crease (—), 
954 1955 1955 over 1954 


Personal services : $1, 102, 000 +$122, 724 
Travel. 5 130, 000 +19, 500 
Transportation of 241 y 1, 000 
Communication services i 7 15, 000 
Rent and utility services. ......... 8 300 
Printing and reproduction 7, 944 27, 500 
Other contractual services 5, 339, 000 
Supplies and materials 9, 3 1 12, 000 
Equipment-. - 3 , 307 12, 000 
Grants 9, 428, 12, 656, 900 
Taxes and assessments : 3, 4, 300 


4, 423, 615 8, 060, 385 14, 300, 000 +6, 239, 615 


1. NATIONAL Science Po.icy StTupies 


Summary of obligations 


Actual, fiscal Estimate, Estimate, Increase (+) 


or de- 
year 1953 | Sseal year | fiscal year | crease (—), 


1955 over 1954 


$81, 138 + $75, 900 

Printing and reproduction 340 +10, 000 
Other contractual services: 

Policy studies__--.......-. 85, 367 —91, 900 

ity investigations... 3, 125 —3, 670 

26, 950 4 —9, 185 

358 j —30 


207, 167 —15, 485 


Policy studies 


Estimate, | Estimate, ey (+) 


de- 
year crease (—-), 


1955 over 1954 


$174, 300 +$68, 700 
27,000 +2, 000 
0 


Printing and reproductio: 10, 000 
Other contractual services: 
Policy studies 230, 000 —99, 000 
Security investigations. - 6, 200 990 —3, 210 
Grants 0 77, 085 —18, 485 
‘Taxes and assessments +10 


524, 985 —49, 985 


PROGRAM FOR ACCOMPLISHING OBJECTIVES 


The studies needed in a comprehensive program of this kind are numerous. 
They require an overall plan, comprising specific undertakings that will contribute 
to the development of a clear picture. With the activities under the plan in full 
operation, it will be possible to make recommendations with respect to: the 

overnment’s responsibility for the development and maintenance of national 
vigor in scientific research; procedures to assure that research undertaken or 
supported by the Government is soundly conceived and well administered, and 
not unnecessarily duplicated, in the interests of economy; employment of man- 
power and facilities to the best advantage; and determination of the responsi- 
bilities of Government in relation to other agencies, public and private, in their 
contributions to the nation’s activities in science. 


ol 
02 
03 
05 
06 
07 
08 
09 
ll 
15 
Total... 
ol 
02 
06 
07 
15 
| 
Actual, fiscal 
year 1953 
$33, 387 
02 Travel 2, 506 
06 
07 
ll 
16 
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The major studies to be undertaken and in progress comprise five principal 
sections: 

1. Research programs of the Federal Government. 
2. Research at nonprofit institutions. 

3. Research in industry. 

4. The status of science. 

5. Scientific manpower. 

These subjects are treated in some detail below. Since it is impossible to 
differentiate clearly, in the border areas, between basic research on the one hand 
and applied research and development on the other, the latter will come in for 
study less as to technical content than as to funds and methods of administration. 
In other respects the detailed studies direct themselves to the principal responsi- 
bilities of the Foundation in basic research and training in the sciences. 

1. Research programs of the Federal Government 

In studying the scientific activities of Federal agencies, the Foundation has in 
view the following objectives: 

(a) secure information about the kinds of Federal scientific activities and the 
manner in which they are administered; 

(b) determine the validity of the scientific activities being undertaken by 
Federal agencies in terms of: (1) The statutory functions of the agency, (2) need 
for given scientific activities, and (3) the appropriateness of their being under- 
taken by the Federal Government; 


(c) review the scientific activities of the Federal agencies in the light of the. 


objectives of such activities; 

(d) review the manner in which scientific activities of Federal agencies are 
being administered to determine factors which may impede the success of these 
activities; 

(e) estimate the appropriate extent of the Federal Government participation 
in the Nation’s scientific effort both in cost and emphasis; 


(f) make recommendations: (1) To the agencies involved, and to the President, 


and the Congress concerning the scientific activities of given agencies, and (2) to 
the President and the Congress concerning the overall Federal activities in. 
science. 

To meet these objectives the Foundation will undertake to secure :(1) Informa- 
tion concerning the scientific activities of individual Federal agencies, and (2) 
information with respect to the overall Federal scientific effort. 

(1) With respect to individual agencies, information on the following subjects 
will be developed: 

(a) History of the scientific activities of the agency; 

(b) Legal bases of the scientific activities of the agency; 

(c) Purpose of the agency; 

(d) Nature and scope of the agency’s scientific activities, including the need), 
objectives, nature of the work, relation to similar or related work in other agencies, 
and beneficial results of the activity; 

(e) Organization of the agency for carrying out its scientific activities; 

(f) Funds administered by the agency for scientific activities, including source of 
funds, e. g., appropriations, transfers from other agencies, private sources; and 
manner of use, e. g., transfers to other agencies, intramural versus extramural 
activities, distribution among research installations; 

(g) Administration of scientific activities within the agency, especially how 
decisions are reached concerning work to be undertaken and use made of advisory 
groups; use of contracts and grants for extramural work; 

(h) Personnel engaged in scientific activities administered by the agency, 
including the number and type of personnel employed, and their functions, re- 
cruitment, compensation, turnover, and utilization; 

(t) Research installations and similar facilities administered by the agency; 
location, type of installation and kind of work, and data on personnel; 

(j) Dissemination of scientific information. 

(2) With respect to the overall Federal scientific effort, emphasis: will be on the 
following subjects: 

(a) Identification and analysis of problems common to the scientific work of all 
Federal agencies, especially problems which hinder scientific work; 

(b) Examination of similar and related work done by different agencies; 

(c) Identification and analysis of trends in Federal scientific activities and 
evaluation of the significance of these trends; 

(d) Assessment of the role of the Federal Government in the entire scientific. 
effort of the Nation. 


( 
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2. Research in nonprofit institutions 

The Foundation has the following plan of studies of research and development 
at nonprofit institutions: 

(a) The collection of adequate information about the content, financing, and 
administration of research and development at nonprofit institutions; 

(b) The collection of detailed information on Federal support of research and 
development at nonprofit institutions; 

(c) An analysis of research and development at nonprofit institutions, par- 
ticularly. as it is carried on at educational institutions, and the relation of research 
and development to instructional programs ; 

(d) A review of the impact of governmental research and development contracts 
upon the primary responsibilities in research and teaching of colleges and univer- 
sities; 

(e) A survey of scientific manpower at nonprofit institutions, with particular 
reference to the needs of Government in the event of emergency and the preser- 
vation, in such event, of the capacity of colleges and universities to handle their 
responsibility for training; 

(f) A determination of uncommitted ‘research potential’? in colleges and 
universities, including personnel and physical facilities. 

To meet the objectives of the Foundation with respect to research at nonprofit 
institutions, the following program of interrelated studies will be carried out during 
fiscal years 1954 and 1955: 

(a) A study of the structure and function of research and development at nonprofit 
institutions.—Here it will be necessary to develop the following information: the 
content of institutional research by field of study in terms of practicable distine- 
tions among the basic, applied, and developmental kinds of research; how research 
is organized, planned, and administered, particularly in the separate research 
organizations affiliated with educational institutions, and in the independent re- 
search organizations. 

(b) A study of the relationship of research and development to science training in 
educational institutions.—In this area the following information will be developed: 
Recent trends in research and development at educational institutions and recent 
trends in instructional programs (since approximately 1945); enrollment data on 
undergraduate and graduate students, by fiela of study; earned degrees by level 
and field of study; and distribution of faculty members by field of study. 

(c) A study of the financing of research and development at nonprofit institutions.— 
The following data will be collected: The amount of annual research support 
since 1945 from Federal, State, and local governments, from industry, from non- 
profit foundations and other organizations, from endowments, gifts, fees, and 
other institutional sources: the kinds of research or development supported by 
each of these sources; trends in the methods of administering funds for research; 
the relationship of research funds to the total budgets of the institutions and the 
fund-raising activities of the institutions. The period for which these data will 
be collected will show what, if any, trends there are in the relative amounts of 
support of various kinds of research by the several sources of such support. 

(d) A study of the effect of development contracts with colleges and universities.— 
The study is intended to develop information, including data, about the manner 
of initiation of contracts by Government for research and development in colleges 
and universities; the procedures used in selecting institutions; the basis for de- 
cisions, and authority for action; administration of contracts in operation; methods 
used by the institutions in determining action relative to contracts offered; pro- 
cedures in review and approval by administrative officers; administration of con- 
tracts by the institutions; data on funds flowing to institutions from Govern- 
ment, by years, since 1945, showing purpose, kinds of work, departments, scien- 
tific personnel engaged, manner in which overhead is determined, and other per- 
tinent facts. A study will also be made of the effects of the work on teaching 
staffs, institutional policies relative to faculty status of scientists employed in 
such work, and related matters. 

(e) A study of scientific manpower in nonprofit institutions —This will include 
information about the number and kinds of scientists at nonprofit institutions, 
and staffing for the research and teaching functions of the faculty members; 
with data on teaching loads, time available for research, and time occupied in 
research, to determine the unused potential for research at such institutions. 


3. Research in industry 
The purpose of the studies in these several areas—Government, nonprofit 
institutions, and industry—being to develop information on which to develop 
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policies of the Government with respect to them, it is pertinent in studying 
industrial research to have in mind certain important facts. 

Industry undertakes research and development in order that it may better 
serve the purchasers of its products or services, thereby improving its economic 
position. To do this is good business, and determination of the extent to which 
it engages in research and developmental activities is industry’s own responsibility. 
Industry is not likely to undertake scientific activity of this kind which does not 
offer fair prospect of early or substantial return. Thus industry is not likely, 
nor can it be reasonably expected to engage extensively in basic research. 

Nevertheless, basic research, even the most abstruse, may bring forth informa- 
tion of incalculable commercial value. What is recondite todav may be common- 
place tomorrow. One needs only to consider, for example, the Einstein hypothesis 
of equivalence of mass and energy, and the present endeavors to determine the 
feasibility of economic exploitation of the atom nucleus in the production of 
useful power. Thus there is without question a responsibility on Government 
to encourage and support and, in some cases, to undertake basic research, in view 
of the certainty that the results of some of it will become the basis for great 
industrial development and new industries. 

From the standpoint of national emergency, Government unquestionably has 
a legitimate interest in the research potential if not in the details of research of 
industry. Just as the Nation depends for its immediate material strength in war 
on industry’s capacity to = so it depends also on industry to provide 
scientific talent to help in bringing new technical devices through development 
to the point of production as quickly as possible. Accordingly, pertinent informa- 
tion must be available so that rational planning for the marshaling of scientific 
effort in time of war may include the utilization of industrial scientific personnel 
as well as of scientists in Government and the educational institutions. 

There has been much discussion and debate regarding governmental activity, 
for peaceful purposes, in applied research and development. Should Government 
funds be used in developmental activity that impinges upon what industry may 
consider its private prerogatives? Should Government deliberately refrain from 
undertaking developments that have commercial possibilities? Can boundaries 
be established between what Government may reasonably do, and what industry 
ought to do? These are examples of vexing questions, and finding the answers 
is not simple. To arrive at answers, the Foundation will, during fiscal years 1954 
and 1955 undertake the following activities: 

(a) Gather information about industrial research and development laboratories.— 
‘This will result in a compilation somewhat like the directory produced by the 
National Research Council, Industrial Research Laboratories of the United States, 
but containing data more specific to the Government’s needs, such as scope and 
size of operations, organization, fields of investigation, kind and number of scien- 
tists employed, and, as feasible, a summary by technical or other subdivisions. 

(b) A study of the basic research done or supported by industry—Data will be 

athered and compiled showing fields of research, funds applied, locations of work. 
Included will be data showing kind and number of research fellowships supported 
by industry, by years, covering a sufficient period to reveal trends. 

(c) Utilization of scientific manpower in industry.—This study will include: (1) 
the number and types of personnel employed by industry; (2) an analysis of the 
general nature of their duties; (3) an analysis of personnel practices followed by 
i respect to scientific personnel; (4) inservice training of scientific 

‘rsonnel. 

(d) Role of Government in industrial research and development.—Problems arising 
between Government and industrial organizations in scientific fields will be ana- 
lyzed. Examples of such problems which will require examinations are: (1) cases 
in which the Fiomsnens is performing research and development which might 
better be performed by industry; (2) areas in which Government ip joel of 
research and development might be of assistance to industry; (3) effects of current 
tax and patent policies on industrial research and development. 


(3) Economics of industrial research. ‘ 

A survey will be made of the impact of research and subsequent technological 
developments on the national economy. The studies needed for this survey will 
be carried on, at least in part, by economists with a background of training and 
experience in science and technology, and with extensive industrial contacts. 
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4. The status of science 


Basic and indispensable not only to the studies discussed in the preceding three 
divisions but also to the operating responsibilities of the Foundation, as well as 
to the formulation of internal policies and procedures, is continuously increasing 
knowledge of what is going on in science. Studies of the status of science are 
concerned both with long-range development of knowledge in broad fields of 
science and in short-range studies of science, urgent from the standpoint of 
national defense, the general welfare, or progress in science itself. Studies of the 
— of science are designed to develop answers to questions such as the 
following: 

(a) What areas of science need intensive fundamental research for long-range 
development of the resources of the country? 

(b) What are the impediments to maximum progress in science and technology? 

(c) How can the time delay between discovery of fundamental knowledge and 
practical application be minimized? 

(d) How can maximum progress be made in solving specific scientific problems 
which are critical to the national health, welfare, and defense? 

The Foundation began early in its existence to seek information through which 
answers to such questions might be found. For example, a study is currently 
underway of the content and scope of the physiological sciences, the professional 
personnel in the field, the role of physiology in American education and the scien- 
tific contribution expected of physiology in the future and plans to achieve it. 
A similar study of the field of psychology has also been initiated. 

During fiscal year 1955 the Foundation will enlarge the scope of its inquiries to 
include sciences other than those now being studied. Typical of such studies 
is a survey of selected areas of the social sciences. Although the Foundation does 
not make grants for support of the social sciences at the present time, in the 
development of a national policy for science it is of the utmost importance that 
the social sciences be thoroughly explored. 


5. Scientific manpower 


In each of the studies described above the supply and utilization of scientific 
manpower plays an important role which must be considered in conjunction with 
other segments of the studies. At the same time manpower is a subject which 
merits concerted study apart from its effects on these four separate areas. For 
these reasons the Foundation’s approach to scientific manpower is divided into 
2 parts—1 of which is the examination of scientific manpower as a part of each of 
the 4 study areas and 1 which will examine scientific manpower in all its aspects 
over and beyond these areas. The second part is described below under the 
heading ‘‘Clearinghouse for scientific manpower data.” 


Clearinghouse for scientific manpower data 


Increase (+) 
or de- 
crease (—), 
1955 over 1954 


| Estimate, Estimate, 
fiscal year fiscal year 
1954. 1955 


Personal services $47, 751 
Travel 7, 293 
Printing and reproduction -...........----- 0 
Other contractual services: 

Clearinghouse for scientific manpower 
43, 300 
1,515 
26, 950 
Taxes and assessments 262 


127, 071 


PROGRAM FOR ACCOMPLISHING OBJECTIVES 


Register of scientific and technical personnel 

Since December 31, 1952, a systematic program for the establishment and 
maintenance of the register under Foundation sponsorship has been developed 
whereby the compilation and maintenance of the register data is being carried 
out by professional societies in each discipline of science. Since these societies 
have to a greater or lesser degree the tools for gathering the data required, the 
decentralization of the task of maintaining the register will be more economical 
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and efficient than if the Foundation attempted to gather the data directly. Some 
10 professional societies, certain disciplines being represented by more than one 
society, will be active in compiling the register. To assist the pro‘essional 
scientific societies to compile and maintain the Register of Scientific and Technical 
Personnel grants will be awarded to representative societies in each discipline 
under which each society will be responsible for: 

1. Compilation and maintenance of their respective registers within 
minimum standards developed by the Foundation; 

2. Directing their registration efforts toward members and nonmembers ot 
the society alike; 

3. Furnishing the supervisory, administrative, and clerical services 
required; 

4. Providing to the Foundation a copy of the card produced on each 
registrant (replacement cards will be provided to the Foundation as the 
registrants’ records are brought up-to-date) ; 

be Cooperating with the Foundation in the use of the register for statistical 
studies. 

The Foundation will furnish to the societies the record cards, codes and coding 
materials, questionnaires, and records from the old National Scientific Register 
in order to insure registers as complete and uniform as possible. The Foundation 
will provide technical advice, will coordinate the efforts of the societies, and will 
maintain a complete composite Register containing conies of all current cards 
developed by the individual societies. The Register will not normally be used 
for placement purposes by the Foundation. 

During fiscal year 1953, 4 professional societies received grants to initiate 
Register activities in their disciplines and 2 other societies submitted proposals 
which were pending at the end of the fiscal year. Tentative agreements have been 
made with several additional societies whereby each will submit a Cefinite proposal 
for the activation of its segment of the Register in fiscal year 1954. 

The schecule for compilation of the Register during 1954 and 1955 appears on 
the following page. It will be noted that at the end of fiscal year 1954 the Reg- 
ister is estimated to contain information on 142,000 registrants. During fiscal 
year 1955, 90,000 additional scientists and engineers will be registered, at an 
overall cost of approximately $1 per registrant. However, the scientific societies 
are expected to defray approximately 15 percent of the cost, on the average, 
thereby reducing the total cost to the Foundation to about $78,000. 

In adecition to the costs of direct maintenance of the Register, there are also 
associated costs which will approximate $67,100 made up of the following: 


1. Operation of test problem to verify effectiveness of the Register under 


2. Survey to check on completeness of Register_...........--------- 6, 000 
3. Modernization of classification codes in all scientific fields_.....__-- 10, 000 
4. Statistical studies of registration data__..._.............---.------ 45, 000 


Schedule for compilation of Register of Scientific and Technical Personnel by 
professional societies, fiscal years 1954, 1955 


Fiscal year 1954 Fiscal year 1955 
Society 
Cards in Cards to be Car‘s in Cards to be 
register added register added 
July 1, 1953 July 1, 1954 
Federation of American Societies for Experi- 
mental Biology 0 12, 000 12, 000 3, 000 
American Institute of Biological Sciences._____- 0 25, 000 25, 000 10, 000 
American Institute of Physies__.............-.- 0 8, 000 8, 000 4,000 
American Geological Institute... 0 8, 000 8, 000 7,000 
American Chemical Society_-................-... 0 40, 000 40, 000 25, 000 
American Mathematical Society _............-- 0 6, 000 6, 000 6, 000 
American Psychological Association.._......_.- 0 9. 000 9, 000 2,000 
American Veterinary Medical Association... _- 12, 000 0 12, 000 2, 000 
American Meteorological Society_............-- 0 6,000 6, 000 4, 000 
Engineers Joint Council. ....................... 0 10, 000 10, 000 25. 000 
Various small societies such as astronomers, 
crystallographers, metallurgists, geographers, 
0 6, 000 6, 000 2,000 
asin 12, 000 130, 000 142, 000 90, 000 
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Collection, evaluation, and dissemination of data on scientific personnel 

Information relative to manpower will be obtained in the studies described in 
the section policy studies. his information, however, will not encompass 
the total area of scientific manpower. Further studies are needed to coordinate 
manpower data and to evaluate the information compiled by the Register of 
Scientific and Technical Personnel. Only through such additional studies will it 
be possible to determine supply and demand both for the Nation as a whole and 
for individual scientific fields. In fiscal years 1954 and 1955 emphasis will be 
placed on the compilation of all available data and the publication of comprehen- 
sive reports. Where gaps exist in these data additional studies will be sponsored 
and when necessary financed by the Foundation. Studies such as the following 
are contemplated: 

1. Followup studies of graduates of 1952, 1953, and 1954 to determine the 
percentage of science and engineering students who actually enter the scien- 
tific and engineering professions. 

2. Maintenance of information on recipients of doctor’s degrees. 

The studies above deal almost exclusively with the supply of scientific man- 

wer. The true significance of these data cannot be realized unless we also 

ave information on the present and potential demand. To date methods and 
techniques of determining demand for sciertific manpower are unsatisfactory. 
To quote from A Policy for Scientific and Professional Manpower, National Man- 

wer Council, 1953: 

“* * * the basic information concerning the demasd for and the supply and 
utilization of scientific and gree personnel is grossly inadequate and the 
theoretical framework for the analysis of manpower problems still remains to 
be developed.” 

As a beginning in the development of adequate techniques for measuring demand 
for and supply of scientific manpower, the Foundation plans to sponsor studies 
in these areas with organizations presently active in the field. One such study 
has been started in fiscal year 1954 and the fiscal year 1955 estimate contemplates 
its continuation in that year. 


2. Support oF ScrENCE 


Summary of obligations 


Increase 
Actual, fiscal} Estimate, | Estimate, or 


fiscal year fiscal year 
year 1953 984 crease (—) 
55 1955 over 1954 


2. (a) Grants for support of research... __-....- $1, 813, 301 $4,075,000 | $10,120,000 | +$6, 045,000 
2. (6) Grants for training of scientific man- 
1, 407, 188 1, 881, 000 2, 074, 000 +193, 000 
2. (c) Review of research and training pro- 
432, 022 569, 700 630, 000 +60, 300 
ibn cdawsdvesadetdinvcnodabaie 3, 652, 511 6, 525, 700 12, 824, 000 +6, 298, 300 


PROGRAM FOR ACCOMPLISHING OBJECTIVES 


In preparing the estimate for the support of research for fiscal year 1955 the 
Foundation has considered the desire of the administration that the National 
Science Foundation shall be increasingly responsible for providing support by the 
Federal Government for basic research, the necessity for adjusting the existing 
imbalance between basic research and applied research and development, the 
need to secure maximum utilization of scarce scientific talent and the Nation’s 
requirements for basic research from both the economic and military preparedness 
points of view. 

In the interest of economy and efficiency it is important to continue the gradual 
oom of centralizing Federal support of basic research in the Foundation. 

hus, the Foundation is becoming the penmty Federal agency in the support of 
pure mathematics and astronomy. he estimate includes $3 million which 
represents a transfer of the responsibility for basic research in certain areas 
from the Department of Defense. The Foundation is also exploring at every 
opportunity specific fields of science that require additional support or gap areas 
or new fields that are being neglected. In this regard the National Science Board 
has established a special committee on minerals research to further study the 
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need for basic research in connection with preservation and utilization of our 
natural resources as pointed out by the Paley committee report. Groups of 
outstanding scientists are studying the field of low temperature physics which 
leads to better understanding of the properties of material, and of high tempera- 
ture physics, a field vital to the development of high speed aircraft. 

The National Science Board has established an advisory committee on Govern- 
ment-university relationships. The committee was established to study the 
effects of large-scale Federal programs of research and development on the 
normal responsibilities and operations of the universities and colleges. Although 
the exact magnitude of these effects is not fully known, it is generally agreed that 
the availability of funds for applied research, in the absence of adequate support 
for basic research, is having an adverse effect on both research and the training of 
scientists. 

Between fiscal years 1953 and 1955, reductions in Department of Defense 
budgets for applied research and development will be at least a hundred million 
dollars. The immediate effect of the reduction will be to make additional scien- 
tists available for basic research and to change to some extent the existing ratio 
of Federal support in nonprofit institutions of $1 of basic research funds to $5 
for applied research and development. Although the total Federal budget for 
research and development will be reduced in fiscal year 1955, the fact that basic 
research is the foundation upon which all research is built makes it imperative 
that Federal support of basic research be increased. In view of the reductions 
in the Department of Defense applied research and development budget, the 
Foundation’s estimate for basic research will not increase the total Federal 
budget for research and wil! do much to lessen the imbalance by utilizing the 
scientific manpower released from the applied research and development program 
as well as those presently available. 

The number of basic research proposals submitted to the Foundation thus far 
in fiscal year 1954 bas materially increased over the experience of the previous 
year. The experience of the Foundation’s research program to date indicates 
that the demands for support of basic research far exceed the funds available for 
such support. The funds available have been sufficient to support only a fraction 
of the total proposals received. This has tended to discourage capable researchers 
from submitting proposals and from engaging in basic research. 

Based on the current rate at which basic research proposals are being received 
aad considering year-end carryover estimates, the Foundation will be required 
to consider for support requests amounting to approximately $30 million during 
fiscal year 1955. ‘ast experience indicates that proposals worthy of support 
will amount to two-thirds to three-fourths of this $30 million. The present 
budget request will permit support of less than one-third of the total. 

During the 2-year period of operation of the Foundation’s research program, 
proposals for basic research have been received and grants have been awarded 
about equally between the biological and medical sciences on the one hand and 
the mathematical, physical, and engineering sciences on the other. It is expected 
that reductions in the programs of the Department of Defense, which are con- 
cerned for the most part with the physical sciences, will change this distribution. 
The 1955 column of the table on the following page presents the Foundation’s 
proposed distribution of fuads between the mathematical, physical, and engineer- 
ing sciences; ard the biological and medical sciences; and among the fields of 
science within these major areas. 


2 (aA) Support or Researcn, $10,120,000 
METHOD OF SELECTION OF BASIC RESEARCH PROPOSALS TO BE SUPPORTED 


In selecting the research proposals to be supported by the Foundation and in 
determining the need and relative amount of support to be given each of the 
divisional programs the Foundation depends upon its staff, divisional committees, 
and consultants. The best scientific minds of the Nation are utilized as consultants 
in their particular fields to review and recommend action on research proposals 
submitted to the Foundation. Each proposal recommended for a gtant is finally 
reviewed and approved by the National Science Board. 

Proposals are velaned with reference to scientific merit, relation to contempo- 


rary research in the field, scientific ability of the project personnel, scientific 
resources of the institution, reasonableness of the budget, merit in relation to 
other proposals received by the foundation in the same general field of science, 
and its relation to the national basic research effort. In addition, consideration 
is given in the evaluation of a proposal to its relationship to the geographic 
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distribution of the foundation’s research effort. This is an important measure 
if the smaller institutions are to be strengthened and an intensive effort made to 
develop our total scientific effort. A research proposal of adequate merit from 
an institution which is already heavily supported, or which is located in an actively 
supported geographic area, may be declined in favor of a research proposal of 
substantially equal merit from a geographically undersupported area or from a 
small institution with good research potential. 

Pending further centralization of Government basic research programs in the 
Foundation, the regular exchange of information relative to research projects 
among Federal agencies is necessary to prevent duplication. Therefore, an 
important activity of the Foundation’s scientific staff is liaison with the staffs of 
other agencies engaged in research. Familiarity with the details of research 
programs of other agencies also provides a sound basis for the evaluation of data 
gathered in connection with science policy studies. Such liaison has resulted in 
agreements whereby the Foundation regularly exchanges information relative to 
the research projects being supported by Federal agencies. Accordingly, the 
selection of proposals for support by the Foundation is influenced by the knowledge 
of the programs of other Federal agencies. 


2 (8). GRANTS FoR TRAINING OF ScrenTIFIC MANPOWER 


Summary of obligations 


Increase (+) 
or de- 


Actual, fiseal| Estimate, 
fiscal crease (— 
1955 over 1954 


year 
year 1953 1954 


GRADUATE FELLOWSHIPS 
$1, 366, 344 $1, 731, 000 

EDUCATION IN THE SCIENCES 
il Grants 40, 844 150, 000 
1, 407, 188 1, 881, 000 


PROGRAM FOR ACCOMPLISHING OBJECTIVES 


In developing the estimate for the graduate fellowship program for fiscal year 
1955, the National Science Foundation has been guided by the following principles: 
1. The total Federal support for training of scientists should not be per- 
mitted to drop below the fiscal year 1954 overall level in view of the critica 
shortage of scientific manpower. 
2. The centralization of general purpose predoctoral science fellowships in 
the National Science Foundation should be further implemented. 
3. The Foundation’s fiscal year 1955 program should be set at a level which 
(a) allows for sufficient first-year awards to attract into graduate study a 
significant number of potential scientists; and (b) provides for a realistic 
policy for the renewal of fellowships. 


Proposed level of National Science Foundaticn fellowship program for fiscal year 1956 

The table below summarizes the Foundation’s estimate for graduate fellowships 
for the fiseal year 1955 in line with the principles stated above. It consists of the 
continuation of the Foundation’s program at the present level and an amount to 
provide for centralization of predoctoral fellowships in the Foundation. 


Number of 
fellowships 


National Science Foundation fellowship programs at 1954 level 720 
Allowance to maintain level of Federal fellowship programs 80 


1955 estimate for graduate fellowships 800 


| | $1, 924, 000 +$193, 000 
150, 000 0 
2, 074, 000 +193, 000 
| 
7 193, 000 
| 1, 924, 000 
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Centralization 

The Atomic Energy Commission terminated its general purpose fellowship pro- 
grams in August 1953 and the National Institutes of Health will terminate its 
general purpose predoctoral fellowship program in fiscal year 1954. By fiscal 
year 1955 the National Science Foundation will be the sole Federal agency main- 
taining a general purpose predoctoral fellowship program. In order to provide 
for continuity of fellowship support and to prevent a decrease in the 1953 level 
of the combined Netionel Institutes of Health and Nationel Science Foundation 
programs, it is estimated that funds for approximately 80 fellowships, in addi- 
tion to the 720 awarded by the National Science Foundation in 1954, are required. 


Stabilization of predoctoral program 

A princirle which has been basic to the operation of the Foundation’s fellowship 
program since its inception has been that it is of prime importance to provide 
training opportunities for significant numbers of individuals just completing their 
baccalaureate degrees. This principle has led the Foundation to support a larger 
proportion of applicants for first year fellowships than for either the intermediate 
or terminal year levels. The fact that the funds available for the fellowship 
program in its second year (fiscal year 1953) were less than in its first year made it 
essential that the number of first year awards be kept below the level desired in 
order to provide for a minimum number of renewals and new awards at the other 
levels. In keening with the basic principle that especial emphasis must be placed 
on new awards to first year graduate students, the Foundation’s program for 1954 
and 1955 is planned to provide for 250 such awards in each of these years. In 
view of the number of students graduating from our colleges in science fields every 
year, the anticipated number of applicants for first year fellowships, and the im- 
portance of bridcing the gap between undergraduate and graduate study, this 
figure of 250 is considered a bare minimum. 

The award of this minimum number of first-year fellowships at the first-year 
level will necessarily be reflected at the intermediate and terminal year levels 
because of the need for a realistic proportion of renewals. When the Foundation’s 
fellowship program was launched, it was expected that the Foundation would find 
it posible to increase the total number of fellowship awards in the second and suc- 
cessive years of operation in order to provide for an appropriate number of re- 
newals. Since the number of awards in the second year of operation actually 
decreased, only 44 percent of those who applied for renewals received fellowships 
for another year. The Foundation does nct wish to adopt a policy which would 
lead to automatic or semiautomatic renewal of awards; however, other fellowship 
awarding groups maintain renewal rates of from 80 percent to 98 percent. A 
larger number of renewal awards of National Science Foundation fellows would 
clearly have been desirable in the second year of operation of the program, and 
higher renewal rates are highly desirable for the program to be supported under 
fiscal vear 1954 and fiscal year 1955 funds. 

In the development of the estimate for 1955, renewal rates of approximately 
70 percent for first-year fellows and 85 percent for intermediate year fellows have 
been assumed, Also in view of the expected number of new applicants a mini- 
mum of 70 new awards should be made at the intermediate and terminal year 
levels. 

In summary, the pattern for the 1955 estimate for predoctoral awards is as 
follows: 


Number of awards Cost per 
Level fellow Amount 
New Renewal Total (average) 
FOO... 250 $1, 950 $488, 000 
70 170 240 2, 270 545, 000 
70 180 250 2, 500 625, 000 


Fellowship program experience in fiscal year 1952 and fiscal year 1953 

Almost without exception the students who were awarded National Science 
Foundation fellowships for study during the 1952-53 academic year have done 
extremely well, as judged from the reports of the scientific advisers under whom 
they studied. The Foundation’s fellowship program, according to these scien- 
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tists, is contributing in a highly significant way to the training of qualified indi- 
viduals who may be expected to assume positions of leadership in science. 

During fiseal year 1953, the National Science Foundation granted fellowships 
to 515 candidates for graduate degrees and to 42 postdoctoral fellows from totals 
of 2.930 and 368 applications, respectively. The table on the following page 
contains a breakdown of applications received and fellowships granted bw fields 
of science. Successful applicants were residents of 47 States, the District of 
Columbia, and Hawaii. 

The number of fellowships awarded was limited by the funds available and not 
by the quality of the applicants. The table on page 64 compares the number of 
predoctoral applicants by fields of study with the number of these applicants who 
were judged to be unquestionably worthy of fellowship support. In addition to 
those awarded fellowships, 1,451 applicants were considered worthy of honorable 
mention, and a list was published giving the names and addresses of those ac- 
corded honorable mention by the Foundation. 


Applications expected in 1955 

From the experience acquired in the first 2 years of operation, it is estimated 
that in view of the termination of other Federal programs between 4,000 and 4,500 
applications will be received for fellowships for the 1955-56 academic year; prob- 
ably at least 2,500 of the applicants will be considered by the screening panels to 
be unquestionably of tellowship stature. It is therefore clear that the number of 
awards proposed in the table on page 65 will fall far short of the number that might 
justifiably be made on the basis of the Nation’s need for trained scientists and in 
view of the number of deserving applicants. 


Method of selection 


Fellows will continue to be selected solely on the basis of ability with considera- 
tion being given to geographic distribution in cases of applicants of substantially 
equal ability. 

The selection procedure begins upon receipt of the completed fellowship appli- 
cations in Washington in January. Screening panels of highly qualified scientists 
are established for applicants at both predoctoral and postdoctoral levels. The 
chart on the following page shows schematically the major steps in the process of 
selection of fellows. 


EDUCATION IN TRE Scrences, $150,000 
PROGRAM FOR ACCOMPLISHING OBJECTIVES 


Summer institutes for college veachers of scierce 

During fiscal vear 1953 the Foundation supported four summer institutes for 
college teachers of physics, biology, and mathematics at upriversities in different 
geographic areas. The institutes, consisting of lectures and seminars conducted 
by senior scientists in the scientific disciplines involved, were attended by 250 
teachers from small colleges in the georgaphic areas concerned. The institutes 
not only brought the science teachers into contact with leading American scientists 
and educators but also provided teachers with the opportunity to attack specific 
problems in science teaching. 

In fiscal year 1955 the Foundation proposes to support 12 summer institutes 
of a type similar to the 4 conducted in fiscal year 1953 and the 8 planned for fiscal 
year 1954. In fiscal year 1955 an attempt will be made to secure still greater 
geographic coverage. Conferences would be held in each of the following fields: 
Biology, chemistry, mathematics, physics, engineering, and earth sciences. In 
addition it is proposed to hold interdisciplinary institutes to promote greater under- 
standing of the interrelationships of fields of science. The institutes to be sup- 
ported will be selected on the advice of panels of consultants, based on the ability 
of the institute to attract both teachers and accomplished researchers and their 
promise in fulfilling the objectives above. In addition, every effort will be made 
to have the institutes widely distributed geographically using college student 
population density as an index. Support will be provided by grants to the 
sponsoring institutions. It is expected that the average institute will be of 4 
weeks’ duration and will be attended by 30 teachers. Based on experience to 
date the average grant will be $8,300 and will provide for nominal subsistence and 
travel allowances for the teachers attending and for compensation to the sponsor- 
ing institution for administrative and professional costs. The cost of 12 institutes 
would be approximately $100,000, 
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Support of science activitics at secondary school level 

In this area, occasions arise when with a small expenditure of money the 
Foundation can make a large contribution. An example is the support given 
Science Clubs of America (through Science Service, Inc.) in 1953 and planned in 
1954 and 1955. In this instance an annual expenditure of $10,000 provides op- 
portunity for a large number of high-school students of the country to participate 
in a small beginning way in a science activity. 
Summer educational grants for college teachers of science 

It is planned to continue in fiseal year 1955 the program of presenting to college 
teachers of science opportunities to go to Teokneent institutes of their own choice 
during their vacation or leave periods, to engage in research and thereby become 
betier teachers. Selection will be made from applications of those college teachers 
of science who teach in departments which grant only the bachelor’s degree. 
The selection will be made both on the basis of the applicants’ effectiveness as 
teachers and the probability o1 their planned program increasing their competence 
as research scientists and as teachers. Forty individual grants of $1,000, which 
will include living and professional expenses of the teachers, will be made in 
fiscal vear 1955 for a total amount of $40,000. 


2 (c). Review or ResBwARCH AND TRAINING PROGRAMS 


Summary of obligations 


Increase (+) 
Actual, fiseal Estimate. Estimate, or de 
year i965" | | year | eras 
1955 over 1954 
44, 207 48, 900 60, 000 +11, 100 
06 Printing and reproduction 963 0 0 0 
07 Other contractual services: 
Contracts for testing and evaluation of 
fellowship applicants___.............- 105, 800 135, 000 133, 600 —1, 400 
Security investigations_-_.............- 21,715 29, 100 17,940 —11, 160 
15 Taxes and assessments.-...............---- 1, 461 2, 000 2, 460 +460 
432, 022 569, 700 630, 000 +60, 300 


2c. Review or RESEARCH AND TRAINING PROGRAMS 


The subactivity ‘Review of research and training programs’’ is composed of 
costs related to the administration of the subactivities “Grants for support of 
research” and “Grants for training of scientific manpowe1.”’ It includes such 
items as personal services and travel for the Biological and Medical Sciences 
Division, the Mathematical, Physical, and Engineering Sciences Division, and 
for that portion of the Scientific Personnel and Education Division concerned with 
the training of scientific manpower functions. 

It will be noted that the only increases occur in personal services and travel. 
The limited funds available for research grants in fiscal year 1953 permitted the 
Foundation to postpone the staffing of several of the research programs. How- 
ever, the expansion of this program in fiscal vear 1954 required additional full- 
time staff personnel and additional consultant services. The education in the 
sciences program will also be staffed by full-time personnel fcr the first time during 
1954. 

The scientific personnel of the three divisions are not concerned solely with 
the awarding of grants for basic research or fellowships; they are utilized exten- 
sively in the national science policv function in the gathering, and more im- 
portantly, the evaluation of data. The increased funds available for fiscal year 
1954 for the grants program and the additional workload engendered by the em- 
phasis on the early completion of a comprehensive national science policy study 
necessitate adequate staffing during the vear. The estimate for fiscal year 1955 
allows for no increase in positions over 1954. However, additional funds will be 
required to continue during 1955 those employees hired due to the increased 
workload in fiscal year 1954. 

The expansion of the research support program also requires an increase in 
travel funds. The Foundation now has research grants in 45 States and the 
District of Columbia and fellowship awards in 34 States and the District of 
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Columbia. The institutions receiving research grants are listed, by State, at the 
end of this activity. It is necessary for staff personnel to visit the institutions 
concerned periodically to observe the progress of the research and fellowship pro- 
grams. It is also necessary for the Foundation to have representatives in attend- 
ance at the major scientific meetings if it is to keep abreast of scientific develop- 
ments throughout the Nation. The Foundation is dependent upon advisory 
panels of consultants for the evaluation of research proposals. This is not only 
more economical than having adequate full-time staff to perform the evaluation, 
but scientists of the caliber required are not available for full-time employment. 
Geographically the consultants are widely spread, primarily because of their 
association with educational institutions, and travel is necessary in order for the 
Foundation to utilize their services. 


3. ScrentiFic INFORMATION EXCHANGE 
Summary of obligations 


Increase (+) 
or de- 
crease (—), 
1955 over 1954 


Estimate, Estimate, 
Actual, fiscal year fiscal year 
1954 1955 


$76, 076 $73, 000 
3, 000 3, 500 
2, 500 

Other contractual services: 
Security investigations. 690 | 
Contracts for scientific information ex- 
change 3 27, 000 
Supplies and materials 0 7 0 
Equipment 


0 
175, 000 
310 


282, 800 282, 000 | 


PROGRAM FOR ACCOMPLISHING OBJECTIVES 


Dissemination of scientific information 


Support of publications.—In establishing its initial policies for support of scien- 
tifie research the Foundation established the principle that research is not nor- 
mally completed until the results are published. Thus, publication costs of 
research reports are allowable costs in the budget for the research project. Many 
scientific journals are finding that rising publication costs and the increasing 
volume of publications have created serious financial problems. Although the 
Foundation does not believe that continuing Federal subsidy is an appropriate 
method of supperting primary publications, in instances where there is a reasonable 
likelihood that limited emergency support wil! enable a journal to become self- 
supporting within a stipulated period such support will be given. In fiscal years 
1952 and 1953 limited support was given on this basis. 

Reference tools.— Many types of guides, indexes, and other reference tools have 
been developed to assist scientists and scientific librarians in finding their way 
through the scientific literature. While the Foundation does not believe con- 
tinuing Federal subsidy of existing reference services is desirable, it is important 
to encourage the development of improved reference tools and to support experi- 
mental services designed to fill gaps in the present system. Therefore, in unusual 
circumstances it has provided limited support. Support has been provided for 
such items as the preparation of an up-to-date glossary of terms used in geology, a 
15-year cumulative index to the publications of the Astronomical Society of the 
Pacific and a 20-year cumulative index for the American Journal of Physies. 
The program for fiscal year 1954 contemplates continued support for indexes, 
bibliographies, etc. For example there are presently pending in the Foundation 
projects bor the support of the publication of bibliographies on anaerobic bacteria 
and on termites. Similar projects will be supported in fiscal year 1955. 

Development and testing of improved methods.—The problems of organizing 
scientific information so that it is easily accessible for reference increase expo- 
nentially rather than in direct proportion to the quar tity of information. his 
is true because of the increasing complexity of cross-references. In certain scien- 
tific areas—chemistry is the prime example—the problems of organizing material 
for quick retrieval have become almost insurmountable and the cost is enormous. 


4 
| 01 —$3, 076 
02 +500 
a 06 0 
07 
—710 
; +3, 500 
08 —417 
3 09 —307 
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Many persons have suggested the wider use of machines for such work, but before 
machine methods can be used to any great extent better methods for indexing 
information suitable for machine coding are essential. The foundation has not 
supported development of new machines, but it has provided limited support for 
basic studies of classification and indexing of information which underlie the use 
of machines. It is expected that additional studies of this type will be supported 
in fiscal years 1954 and 1955. 

The present high cost of scientific publication is in large part due to the in- 
creased costs of printing by ordirary methods, The pumber of copies circulated 
is normally very small in comparison with the popular mass media, and technical 
printing involving mathematical formulas, chemical symbols, and other unusual 
composition is very expensive. The costs of composition, therefore, make up a 
high proportion of the total cost. Support has been provided for developing and 
testing photocomposition methods and microphotography for publication of 
scientific information for limited distribution. 

Translation and dissemination of scientific information from foreign countries.—A 

special area of foundation interest bears on the exchange of scientific information 
on an international scale. Political and language barriers make it difficult for 
American scientists to keep informed on much important research now being 
performed in foreign countries, especially in Russia and Russian dominated coun- 
tries. During fiscal year 1953 the foundation started a comprehensive program 
to improve the distribution of such scientific knowledge. This program, which 
is aimed at improving the accession, translation, storage, duplication, and dis- 
tribution of the most important scientific papers currently being issued in Russia, 
has required extensive liaison with other agencies both in and out of the Govern- 
ment. 
A pilot translating center has been established at Columbia University and a 
repository and photoduplicating center for translations has been set up at the 
Library of Congress. The foundation has also supported the establishment of an 
interdepartmental committee for foreign literature exchange which will work 
toward the broader accession of scientific materials originating abroad. In 
carrying out this important program the foundation has been able to draw upon 
funds transferred from other Federal agencies in addition to support from its 
own appropriations. It is contemplated that this program for the compilation 
and dissemination of information on scientific activity in Russia will be a 
continuing one. 

International scientific meetings—Personal contact with the outstanding scien- 
tific minds of other countries stimulates thinking and promotes the exchange of 
scientific information in a way which publications cannot do. In order to en- 
courage this type of contact the foundation provides grants to American scientists 
to permit them to participate in selected international scientific meetings. Grants 
were made from fiscal year 1953 funds to 53 scientists to permit them to participate 
in 14 of the approximately 65 international scientific meetings held during the 
year. The average grant was for $622. In order to insure the maximum benefit 
to science and to the Nation, the international meetings to be supported are care- 
fully selected. The individual scientists are selected with the assistance of panels 
of consultants, scientific societies, or the appropriate committees of the National 
Academy of Sciences. In fiscal year 1955 the foundation proposes to provide 
grants to approximately 80 scientists to attend such meetings. 


4. Executive Direction AND MANAGEMENT 
Summary of Obligations 


Increase (+-) 
or de- 
crease (—), 
1955 over 1954 


Estimate Estimate 
Actual, fiscal . 
fiscal year fiseal year 

year 1953 1985 


Personal services 
Travel 
Transportation of things 
Communication services 
Rents and utility services __. 
Printing and reproduction 
Other contractual services 

08 Supplies and materials 
Equipment 


| 


—$11, 400 
4, 500 


ne 


PPPS Fr 


4 

37, 440 —43, 160 
| 

379, 018 | = | —42, 400 
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This activity includes all costs not directly chargeable to the other activities. 
It includes the cost of personal services and travel for the National Science Board, 
the Office of the Director, the mail and file, security, supply, personnel, budget, 
accounting, and other administrative functions. 

The increased travel request for the National Science Board is to provide for 
travel of the National Science Board committees established in fiscal year 1954. 
These committees, namely, the Advisory Committee on Government-University 
Relationships, and the Special Committee for Minerals Research must meet at 
least twice during the year at an average cost of approximately $1,000 per meeting. 

The estimate for staff travel provides for travel for the Office of the Director 
and all administrative personnel. The nature of the positions of the Director, 
the Deputy Director, and the Associate Director requires that they respond to 
invitations to appear before professional societies throughout the country and 
visit educational institutions for the purposes of promoting the interests of basic 
research and the education of potential scientists. This amount also provides 
for the attendance of the Director, the Deputy Director, or the Associate Director 
at international scientific meetings and conferences when the scientific interests of 
the country would benefit from such attendance. Travel of other administrative 
personnel is principally for the purpose of negotiating grants and contracts, the 
auditing of records, and insuring the economic and effective use of Federal funds 
at grantee institutions. 


| 
Increase (+) 

Actual, fiscal or de- 
year 1953 re year | crease (—), 


1 1955 11955 over 1954 


| 
03 Transportation of things $241 $1, 000 le | 


This item provides for freight, express, parcel post, and demurrage charges 
paid directly by the Government. It also provides for the shipment of household 
goods of new employees who might transfer to the Foundation from other Govern- 
ment agencies outside of Washington. 


Increase (+) 
or de- 
crease (—), 
1955 over 1954 

| 


Estimate, Estimate, 
fiscal year fiscal year 
1955 


Actual, fiscal 
year 1953 


04 Communication services $13, 916 | $12, 000 | $15, 000 | +$3, 000 


The increase in costs for communications is necessitated by the increase in 
rsonnel, the overall increase in program activity, and the inclusion of penalty 
indicia mail. 


Increase (+) 
or de- 
crease (—), 
1955 over 1954 


Estimate, Estimate, 
fiscal year fiscal year 
1955 


Actual, fiscal 
year 1953 


05 Rents and utility services $8 $100 $300 +$200 


This item includes rental of office machines and other equipment. 


Increase (+) 
or de- 
crease (—), 
1955 over 1954 


Estimate, Estimate, 
fiscal year fiscal year 
1954 1955 


06 Printing and reproduction $3, 127 $4, 500 $5, 000 +$500 


The printing and reproduction in this activity is for such printing as letter- 
heads, envelopes, etc., for the entire Foundation and for photostating, production 
of slides, and other printing of a general nature. 


| 

| 


Estimate, Estimate, 
fiscal year fiscal year 
1954 1955 


1955 over 1954 


07 Other contractual services: 
Security investigations _____.............- $3, 680 $2, 050 $1, 840 —$210 
th : 33, 760 52, 950 10, 000 — 42, 950 


37, 440 | 55, 000 | 11, $40 | 


— 43, 160 


The amount for security investigations provides for investigations of replace- 
ments hired as the result of normal attrition. 

The other 07 funds include such expenses as repair of office furniture and equip- 
ment, payment made to another Government agency (Reconstruction Finance 
Corporation) for the employee health program, and minor alterations to office 
space. The Foundation moved to new quarters just prior to fiscal year 1954. 
Since most of the necessary alterations to the space will be accomplished in fiscal 
year 1954, a large reduction for 07 in fiscal vear 1955 is possible. 


(+) 
| or de- 
fiseal year | crease (—-), 


Estimate, | Estimate, 
(1955 over 1954 


fiscal year 
9 


08 Supplies and $9, 134 $10, 000 $12,000, +82, 000 


The increases in staff and consultant personnel together with the overall in- 
crease in program activity expected in fiscal year 1955 will require greater 
expenditures for such items as office supplies, which are included in this item. 


Actual, fiscal Estimate, | Estimate, | Increase (+) 


or de- 
year 1953 Rares yee | fiscal year | crease (—), 


/1955 over 1954 


| 
$32, 212 | $10, 000 $12, 000 | +$2, 000 


This estimate covers the purchase of necessary equipment such as office furni- 
ture, fixtures, and office machines. 


Estimate, | Estimate, | Merease (+) 


| Actual, fiseal or de- 
year 1953 crease (—), 


|1955 over 1954 


15 Taxes and assessments ‘ $900 $860 | —$40 


This item is for the Foundation’s contribution under the Federal Insurance 
Contributions Act for employees not under the civil-service retirement system. 
b Mr. Puriures. We are now on page 3, which is the summary of 
obligations. 


REDUCTION IN RESEARCH AND DEVELOPMENT FUNDS FOR 1955 


Dr. Waterman. Might I add one thing to the question you asked 
earlier, which is pertinent. The President’s budget will contain a 
section on the funds devoted to research and development which comes 
out tomorrow, and that will have a breakdown by agencies. We 
collaborated with the Bureau of the Budget in getting the data on 
this. The figures you asked for particularly there on the reduction in 
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Increase (+) 

Actual, fiscal or de- 

year 1953 crease (—), Fy 

| Actual, fiscal ¥ 

| year 1953 

| 
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estimated expenditures are as follows: In 1954 the estimated expendi- 
tures will be $2,127 million for research and development, and in 1955 
it will be $2,014 million. 

Mr. Puruurps. A reduction of $100 million. 

Dr. WaTeRMAN. $113 million actually. 

Mr. Putturps. That is the $100 million that Dr. Quarles refers to. 

Dr. Waterman. Chiefly from Defense; yes, sir. 


RESEARCH FINANCED BY THE FEDERAL GOVERNMENT 


Mr. Puitires. What interests us is the apparent exchange of basic 
research. 

I asked about the $100 million and that initiated this discussion. 

I want to take this item by item. I am reading from your quota- 
tion now from Fortune. 


In 1938 there was no synthetic fiber industry. 


How much of the present synthetic fiber industry is due to research 
financed by the Federal Government? How much of that is due to 
research financed by the industry itself? 

Dr. WarerMAN. That is a very hard thing to say, sir. The uni- 
versities were in this in very basic research. To the best of my knowl- 
edge, the Government was not in this sort of financing in the year 1938. 

Mr. Putuures. Isn’t that the answer? 

Dr. WarTeRMAN. Since 1945 this kind of thing—Government sup- 
port of basic research in universities—has been done. It is chiefly 
the industries that developed the synthetic fiver program. 

Mr. Puiturs. How about the television industry? ‘That is the 
second one of the items. 

Dr. Warrerman. That development started about that time. 

Mr. Puiuurps. That was all done by the industry itself? 

Dr. WaterMAN. Not without assistance of universities in basic 
research. Again this was not financed by the Government in those 
days. 

Mr. Paruurrs. I am not ruling out university research. I am ask- 
ing you how much was financed by tie Federal Government. 

Dr. Waterman. Prior to World War II the Federal Government 
financed very little research except in agriculture. 

Mr. Puiuuips. Then the answer is none to the first two? 

Dr. WaTeRMAN. Yes. 

Mr. Puixurpes. How about synthetic rubber? 

Dr. Warerman. The Government has been in this in a big way 
with the RFC. 

Mr. Puiurrs. That was a financing of private plants; is research 
actually done by the industry itself? 

Dr. Warerman. But financed by——— 

Mr. Puruurrs. But the plants, in order to produce the synthetic 
rubber, were financed through the RFC, which was purely a lending 
agency and had nothing to lo with research. 

Dr. Waterman. May I make a correction there? I believe the 
Federal Government put in something like $1% million into research 
on rubber which was not loan financing. That was per annum. 

Mr. Puttups. Now you come to the splitting of the atom which 
is almost entirely on the Federal level, certainly it was from the start 
and still is. 
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How about jet aircraft? 

Dr. Warerman. During the war that was aided pretty largely by 
Government financing. 

Mr. Puiturps. You keep talking about production. I am inter- 
ested only in the scientific background. NACA has contributed 
considerable in that. 

Dr. WatrerMAN. Yes, indeed. 

Mr. Puiturps. Guided missiles? 

Dr. Waterman. Guided missiles have been financed by contract 
by the Government with universities as well as with industry. 

Mr. Putiurps. Cloud seeding? 

Dr. Waterman. That was partly financed by the Office of Naval 
Research by contract. 

Mr. Purturs. Not the development of it. You insist on confusing 
your function, which is the production of a basic scientist to do the 
work. After the basic scientist has produced it, somebody else must 
finance the development of it. 

Dr. WarrerMAN. I thought your question was whether the Govern- 
ment financed research. 

Mr. Puruurrs. I am sure there was very little of the cloud seeding 
done that way. 

DDT, I think they did. I don’t know about antibiotics or corti- 
sone. 

Dr. WarerMAN. General Electric Co. was financed by contract 
with the Government in early basic research on cloud seeding. The 
Government has financed work on antibiotics. 

Mr. Patuuies. But you did not produce the scientists that thought 
up cloud seeding and developed cloud seeding? 

Dr. WatrerMAN. Our scientists have been doing some work. But 
in general the point is that basic research must precede development. 
The great bulk of this basie research work is done in the universities. 
Since sufficient funds are no longer available to them for this, the 
Federal Government has found it necessary to provide them with 
support. In the statement of Dr. Quarles on the coordination of 
research with the Foundation, that has been going on for some years— 
discussions with the Defense Department and other basic research 
agencies; so that, as a matter of fact, they have been getting out of 
areas which are more appropriate to the Foundation. 

Mr. Puiiuips. This is not a casual inquiry on the part of this com- 
mittee, because in next year’s budget you are asking for an increase 
of $4 million. 

Dr. WatrerMAN. $6 million on basic research. 


GRANTS FOR TRAINING SCIENTIFIC MANPOWER 


GRADUATE FELLOWSHIPS 


Mr. Puiturps. In training engineers, you are enabling engineering 
students to go to graduate colleges on fellowships? 

Dr. WarrerMAN. That is $2 million in round numbers. 

Mr. Harwoop. That is graduate fellowships. 

Mr. Puruuips. It is almost $2 million. I still hold, and admit it 
quite frankly, that I have an idea people do not decide they are goi 
to become chemical engineers or research specialists of some kind 


4 
4 


779 


just because the Federal Government gives them fellowships so they 
could get to go to college. As a rule, people decide on their life’s 
work on the basis of their ability, their interest, and what they think 
they can make out of it after they get out of college. If there is an 
apparent shortage of engineers, there is an encouragement to go into 
engineering; if there is an apparent shortage in something else, usually 
there is an encouragement to go into that. 1 confess to great reluc- 
tance to accepting any idea that by giving you $2 million you are 
going to produce engineers which will meet this deficit you indicate 
on one of these pages. You had better tell us why you think you can. 

Dr. WatrerRMAN. The answer is that we have succeeded in getting 
the highest qualified students to do it. 

Mr. Puruures. Unless you want to adopt the Russian system of 
telling one person he is going to an engineer school and telling another 
one he is going to a medical school. 

Dr. WarerMAN. We have figures, and we have a great deal of sup- 
port on that. In the first place, in numbers, we have figures show- 
ing what happens to the graduates of a university who are competent 
to go to the graduate schools. For example, in the last year, 1953, 
there were about 14,000 who were regarded as competent to go into 
science and engineering graduate schools. Of those, about 8,000 
planned to go on if they could, but not all of them knew whether 
they could be financed. And 3,000 did not plan to go on, because 
they could not see their way to financing their work. 

The fellowship program here is aimed at providing support to the 
ablest students in the country to go into graduate schools. The 
scientists who review our program found last year that out of appli- 
cations numbering 3,200, there were approximately 1,900 that would 
be a credit to any graduate school. ‘They were very highly selected. 
We could only award about 550. So the result was, in the Govern- 
ment’s program, we took a highly selected 550, approximately, and 
provided them with financing for graduate schools. What this does 
is to make the local funds of institutions available to an additional 
number by their providing their own fellowships and scholarships in 
addition. Ours, of course, are awarded on the basis of ability only, 
and in view of the returns we are getting, we do think we are getting 
te ga students in the country and getting them into graduate 
schools. 


OUTSTANDING SCIENTISTS HAVING RECEIVED FELLOWSHIPS 


Mr. Puttuips. I would like very much to do two things, one of 
which is impossible to do. One, I would like to take a list of 100, 500, 
or 1,000 leading scientists to whom we are indebted for the things you 
point out with pride in your statement and find out how many of them 
were topflight students and would have been selected by you to be 
financed in getting a college education at the time of their going to 
college, and I would like to take a general average of outstanding 
scientists and see how many of them were people who made possible 
all of these scientific investigations and discoveries that have become 
practicable and helpful to the United States that were built up by 
managers and heads of businesses who themselves would have been 
financed by the Government to be sent on through college. 

Dr. Waterman. We have some evidence on that. 
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Mr. Pups. I will be glad to see it. 

Dr. Waterman. The evidence we can give comes from the National 
Research Council fellowship program through the years. Many 
leading scientists—in fact, I think the majority of the senior ones— 
at one time or another held National Research Council fellowships in 
science. 

Mr. Putiurrs. Over how long a period? 

Dr. WarrerMaNn. This was a period of something like 20 years, I 
think. And they are now among the country’s leading scientists. 
The correlation is very striking there, and we believe this will show up 
in our own program, because it is really the top-caliber people who are 
coming in. 

Mr. Purtuirps. That may be, and this committee would like to see it. 

(The following is provided for the record :) 


OvursTANDING Scientists Wao Were Reciprents or NATIONAL 
Researcn Councit 


The following Nobel Laureates at one stage in their careers received fellowships 
supported by the Rockefeller Foundation, either through the National Research 
Council program, or through the International Education Board. As indicated, 
all of them now oecupy responsible positions in American science. 


Dr. Felix Bloch 

Dr. Bloch is professor of physies at Stanford University. He received the 
Nobel prize in 1951 for his work in nuclear physics. During the war he served 
with the Manhattan District and was on the staff of the radio research laboratory 
at Harvard. He is a member of the National Academy of Sciences and a fellow 
of the American Physical Society. 


Dr. Arthur H. Compton 

Dr. Compton, until recently chancellor of Washington University, St. Louis, 
has had a distinguished career both in teaching and research. He has been pro- 
fessor of physics and chairman of the department at Washington University, 
professor of physics, chairman of the department and dean of the division of 

hysical sciences at the University of Chicago. Dr. Compton was awarded the 
Nobel prize in 1927 for his discovery of the ‘‘Compton effect’”’ in physics. 

In the early days of the war he served as Director of the United States Govern- 
ment’s Plutonium Research project, was chairman of the National Academy of 
Sciences Committee to evaluate the use of atomic energy in war, was governor 
of the Argonne National Laboratory and chairman of the Manhattan project. 
He has served as president of the American Association for the Advancement of 
Science, the American Physical Society, and other scientific organizations. He 
is a member of a large number of international scientific organizations and societies 
as well as being a member of the National Academy of Sciencies. 


Prof. Enrico Fermi 

Professor Fermi, who was professor of physics at Columbia University from 
1939 to 1944 and who is now professor of physics at the University of Chicago, 
received the Nobel prize in physies in 1938. During the last war he contributed 
significantly to the development of the atom bomb. He is a member of the 
National Academy of Sciences and a fellow of the American Physical Society. 


Prof. E. O. Lawrence 

Professor Lawrence is director of the radiation laboratory at the University of 
California. He received the Nobel ee in 1939 for developing the first cyclotron. 
During the war he served with the Office of Scientific Research and Development 
and later with the Atomic Energy Commission. He is a member of the National 
Aeademy of Sciences, a fellow of the American Physical Society and a member 
of other international seientifie groups. 


Dr. Fritz A, Lipmann 
Dr. Lipmann is head of the biochemistry research laboratory at the Massa- 
chusetts General Hospital and is professor of biological chemistry, Harvard 
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University. He was born in Germany, but became an American citizen in 1944. 
During the war he worked with the Office of Scientific Research and Development. 
He received the Nobel prize in medicine and physiology in 1953 for his work on 
coenzyne A. He is a member of various scientific organizations and a fellow 
of the Danish Royal Academy. 


Dr. Edwin M. McMillan 

Dr. MeMillan, who is professor of physics at the University of California, 
received the Nobel prize in chemistry with Dr. G. T. Seaborg in 1951. He is a 
member of the National Academy of Sciences and a fellow of the American 
Physical Society. 
Dr. I. I. Rabi 

Dr. Rabi is professor of physics, Columbia University. He has been a member 
of the Institute for Advanced Study in Princeton and was associate director of 
the radiation laboratory at the Massachusetts Institute of Technology during 
World War II. He received the Novel prize in physics in 1944. He has served 
on the advisory Committee to the Atomie Energy Commission, is a member of 
the National Academy of Sciences and a fellow of the American Physical Society. 


Dr. Wendell M. Stanley 

Dr. Stanley is professor of biochemistry, chairman of the department and the 
director of the virus laboratory at the University of California. He shared the 
Nobel prize in chemistry with Drs. James B. Sumner and John Northrop in 1940. 
He was a member of the Committee on Medical Research of the Office of Scientific 
Research and Development during World War II. He is a member of the Na- 
tional Academy of Seiences and has served as councilor and as a member of the 
executive committee of the Academy. 

Dr. A. Szent-Gyorgyt 

Dr. Szent-Gyorgyi, chief investigator at the Institute for Muscle Research in 
New York received the 1937 Nobel prize in medicine and physiology for his work 
on vitamin 

In addition, all of the following Nobel laureates are listed in American Men of 
Science as having received one or more fellowships during their training periods: 

R. A. Millikan (1923 Nobel prize in physies) 

C. D. Anderson (1936 Nobel prize in physics) 

C. J. Davisson (1937 Nobel prize in physics) 

P. W. Bridgman (1946 Nobel prize in physics) 

H. C. Urey (1934 Nobel prize in chemistry) 

John Northrop (1946 Nobel prize in chemistry) 

W. F. Gianque (1949 Nobel prize in chemistry) 

E. J. Erlanger (1944 Nobel prize in medicine and physiology) 
P. S. Hench (1950 Nobel prize in medicine and physiology) 
E. C. Kendall (1950 Nobel prize in medicine and physiology) 
S. A. Waksman (1952 Nobel prize in medicine and physiology) 

Mr. Puiuurres. You are asking for $2,074,000 for fellowships, and on 
page 51 you show the number of available chemists and chemical 
engineers, and on page 52 of the justifications the deficit in engineers 
and other categories, and on page 55 the gradual dropping of degrees 
in the sciences. Is not that same thing taking place in every one 
of the professions? Does this deficit apply purely to engineers, or is 
not just the same thing true practically with any of the professions? 
I hear that from my medical friends and dental friends. It is not so 
much with dentistry, but in medicine it is true. 

Dr. WarerMAN. It is general in science and engineering. §The 
alarming thing, however, is that in the last 2 years, for example,tyou 
find a reduction of 33 percent in those entering scientific and engineer - 
ing graduate studies, but only a reduction of 24 percent in general 
graduate studies. So the sciences are, somehow, falling off. Dr. 
Kelly can tell you more about that. 

Mr. Puiuuirs. I would like you or Dr. Kelly to compare that 
figure with the condition which existed, say, 40 years ago, as to how 
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many students coming out of high schools actually went to college at 
all. Today a much higher percentage of high school students go to 
college; do they not? 

Dr. Ketty. Yo. sir. 

Mr. Puruurps. And take the easiest course they can get, a great 
many of them? 

Dr. Ke.tiy. We hope that is not the case. 

Mr. Puiturps. I mean seriously—I do not mean what I said seri- 
ously, but I mean this seriously: they go into college with no partic- 
ular idea of what they are going to do when they go out, but it is 
just the thing to go to college, and they have been told they cannot 
get a satisfactory job or make a satisfactory income unless they are 
college graduates; so they go to college and take a course in one of 
the arts or sciences. 

Dr. Ketiy. Yes. But we are not interested in that class of people. 
In our fellowship applications, 93 percent of them were in the top 
25 percent of their classes, and 24 percent made the highest possible 
score in the graduate record examination on achievement. We were 
able to support 20 percent of the applicants. 

So we are talking about a different class of people here, people who 
have high intelligence measured by the examinations with very high 
marks in their professions. 

Mr. Puiturps. You had better not ask me what I think about the 
present-day examinations, where you stick a little piece of celluloid 
over a sheet of paper and if the student guessed right or got the answer 
in the right square, you give him a good mark. 

Mr. Ketiy. That is only part of it. We do not select purely on 
that. We have standards 

Mr. Puiturps. You do not use ‘True’ and ‘False’’? 

Dr. Ketiy. That is part of the examination, but more important 
is the opinion of the professors and the standing in class and the college 
record. Compared with 40 years ago, the picture is quite different. 
Much of the evidence today shows we are becoming increasingly 
dependent upon science and technology in our world. 

Mr. Pariturps. Therefore, the greater numbers have gone there? 

Dr. Ketiy. We hope that will be true. The increase since 1930 
is fourfold in scientists, twofold in engineering. 


SHORTAGE OF PROFESSIONAL PERSONNEL 


Mr. Paiturps. Take your own figures here—your deficit in the 
sciences and deficit in the arts of young men and women who have 
graduated from college—when were they born? 

Dr. Ketiy. That would be about 20 years ago, if they are gradu- 
ating from college now. 

Mr. Puiturps. That is right in the midst of the depression. 

Dr. Ketuy. That was right in the midst of the depression. 

Mr. Puriurps. When there was a very low birth rate. 

Dr. Ketiy. When there was a very low birth rate. 

Mr. Pui.ups. So you are meeting a birth-rate problem as well as 
the choice of science as opposed to the arts and agriculture. 

Dr. Ketuy. Yes, sir. That is a big factor. Another factor in the 
shortage is evidence by what industry is offering those people. That 
brings down the number of qualified people who will go into graduate 


2 
+ 


783 


school. Industry is in a dilemma. They do not know whether to 
encourage people to go on and get advanced degrees or to come into 
industry to attack an important problem. On this important point, 
we have the closest cooperation with industry. In our program we 
want to keep it at a minimum to encourage industry and other agencies 
to help support this particular group and to keep our program flexible 
and adaptable. We think ours is a minimum program. 

Mr. Putuures. Did you give both the references and the figures for 
the shortage of engineers and the shortage of general science students? 
How about putting into the record at this point some figures on the 
shortage of doctors, ministers, if you want, or any of the other pro- 
fessions that you have the figures for? 

Mr. WatrerRMAN. We will provide what we can in the different 
professions. I am not sure about ministers. 


Shortages of professional personnel 
ESTIMATE OF AVAILABLE CHEMIST AND CHEMICAL ENGINEERS! 


Supply Demand | Deficit 


166, 000 12, 000 
183, 000 20, 000 
202, 000 33, 000 
214, 000 41, 000 
225, 000 49, 000 


ESTIMATED SHORTAGE OF ENGINEERS, 1952-56? 


Net number 

of entrants 
graduates into armed 
services 


Graduates 
available to Deficit 
industry 


Demand for 
additional Total 
engineers 


50, 000 30, 000 ‘ 12, 000 
68, 000 23, 000 000 16, 000 
82, 000 19, 000 26, 000 
86, 000 2, 000 ¥ 26, 000 
90, 000 29, 000 21, 000 


MAJOR HEALTH PROFESSIONS? 


State of 1953 demand 


84,000 | More needed. 

185, 000 Do. 

340, 000 Do. 
91,000 | Moderate. 


1, 141,000 | 160,000 a year needed. 


1 Source: Lux and Moody in Chemical and Engineering News. 

2? Source: Bureau of Labor Statistics and American Society for Engineering Education. 

3 Source: Commission on Human Resources and Advanced Training of the Conference Board of Asso- 
ciation Conferences. 


Mr. Puituirs. I was trying to get some other areas where you might 
have some figures. 

Dr. Ketiy. May I make another comment on that? We did in- 
vestigate this problem with industrial people and also agencies inter- 
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ested in higher education, such as the land-grant colleges, and others, 
about the necessity for introducing science and technology in this 
training, and they gave us encouragement to go ahead. If we can 
improve the quality of a number of people in he rofessions, it is 
going to reflect back not alone there but certainly long training in 
science would not be a handicap but would be a great advantage in 
any other profession. 


FELLOWSHIP STUDENT'S OBLIGATION TO FEDERAL GOVERNMENT 


Mr, Anprews. I would like to know if the Government has any 
strings attached to the graduate who receives benefit from you. 

Dr. Keury. No, sir. 

Mr. Anprews. Does he have to serve in a Government capacity 
for any length of time? 

Dr. No, sir. 

Mr. Anprews. Is he a free agent from the day he graduates? 

Dr. Ketty. He is a free agent. 


FACTORS INFLUENCING SELECTION OF STUDENTS FOR FELLOWSHIPS 


Mr. Puitiuirs. When this student you pick out as being a very 
exceptional student, and therefore the Government is going to finance 
his future for him—what decision do you make regarding those you 
select? You have not enough money to support them, all; how do 
you decide which ones you will finance? 

Dr. Waterman. We pick the ablest. 

Mr. Puiuuips. It makes no difference about what profession he 
wishes to enter? 

Dr. Waterman. No. 

Mr. Putuures. One will want to go into a chemical line, another 
one into physics, another one into agricultural economy or agricultural 
research. That would make no difference to you, just so he is at the 
top of the list? 

Dr. WarerMaAN. That is the way the act puts it—-the ablest. The 
act also enjoins us, in the case of fellows of equal outstanding ability, 
to make the decision in favor of a better geographical distribution, 
and this we do. 

Mr. Puuuirs. I suggest to you that you have in your hands the 
power to accept or exclude students, which is a dangerous power to 
— the hands of any Government agency. What do you say 
to that? 

Dr. Waterman. We have something like 120 scientists who are 
called in from the different fields to make this selection; so the actual 
selection is made by them. I mean the list which is referred to the 
Foundation is chosen by the scientists themselves. And in this 
selection they take the knowledge and the aptitude of the man as 
far as they can get it by test. Also we take into account the recom- 
mendations he can furnish and his school record, and the final awards 
we make are presented to the National Science Board for approval. 

Mr. Puivirps. Like the man picked out to send down to Duke 
University? 

Dr. Waterman. What is that? 

Mr. Puruuips. He spent his time organizing Communist cells. 
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Dr. WarerMAN. He was not in our program. Each one of them, 
of course, has to take an oath of allegiance and sign an affidavit with 
regard to his sentiments. We do not know of any such case. 

Mr. Putuurrs. J will have to look back and refresh my memory. 
It was a scholarship program. 


FELLOWSHIP STUDENT’S OBLIGATION TO FEDERAL GOVERNMENT 


Mr. Andrews asked a very important question. When you send 
this man through college at the taxpayers’ expense, what obligation 
does he then have to the Federal Government? 

Dr. Waterman. None. 

Mr. Putuutrs. He is a very brilliant student; otherwise he could 
not getin. He is going to improve materially the financial standing 
of the industry in which he eventually works. 

Dr. WarerMAn. We only hope so, if he goes into industry. 

Mr. Puitiips. But industry makes no payment of any kind to the 
Government for that return? 

Dr. WarerMAN. Except in taxes. 

Mr. Puruuips. Which is a fairly large return. 

Dr. Kerry. The most of these people stay in the colleges and 
universities and Government laboratories like Argorne. 

Mr. Puuiips. What percentage of them do? 

Dr. Ketrty. About 30 percent go into industry. 

Dr. WarermMan. One of the problems here is to try to get the ablest 
students of the country, when they leave college, to go into graduate 
schools to get advanced training. There are so many opportunities 
these days for a man to earn a large salary, especially in industry, that 
if we can get them to go on to graduate schools and become fully 
trained scientists, those are the people we need very mucb for defense 
public health, and in the universities and industry, and the technical 
industries are rather keen about this. They think this is important. 

Mr. Krvuraer. Has the Government any hold on the student after 
he goes through college; can he be called on by the Government? 

Dr. Waterman. No, sir. There is no provision for that. 

Mr. Kruecer. He receives his education at Government expense 
and then can go and do as he pleases? 

Dr. Waterman. Yes. Awards are for 1 year; this is only a 
year to year program. 

Mr. Krurcer. But he receives all of the courses you want him to 
take or that he is able to take under Government supervision? 

Dr. Waterman. The Government has no claim on him. 

Mr. Puiiurps. Dr. Quarles, where were you before you came with 
the Government? 

Dr. Quar.tes. I have been with the Bell Telephone Laboratories 
substantially for my whole career, although the last 2 years before 1 
came with the Government I was president of the Sandia Corp. in 
New Mexico. 

Mr. Puiturps. Did you get your education at Government expense? 
Dr. — No, sir. 

Mr. Puiturrs. Did any of the other engineers of the Bell Labora- 
tories get their education at Government expense? 

Dr. Quar.es. Well, as of today, quite likely they will, but as of 
my own period when IT was associated with them, I know of none 
who did. 
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CONSIDERATION GIVEN STUDENT’S FINANCIAL BACKGROUND 


Mr. Anprews. What consideration, if any, do you give to the 
financial ability of a student or his parents to pay for his education? 

Dr. WarrerMaNn. None at all. The act says we must do it on the 
basis of ability only. 

Mr. Anprews. In other words, if a student is financially able to 
pay his own way through school, you do not consider that; you go 
ahead and educate him at Government expense? 

Dr. WarerMan. In talking about educating them at Government 
expense, actually among graduate students in science few show they 
are able to finance themselves or their families. 

Mr. Corton. In the awarding of scholarships and fellowships by 
universities, do they take into consideration the student’s financial 
background? 

Dr. WarrerMAN. In the local awards that are made, the individual 
institutions very often do. 

Mr. Corron. Through the years that those scholarships and 
fellowships had nothing to do with the Government but were awarded 
at the expense of the institutions, they have taken into consideration 
the student’s financial background? 

Dr. Waterman. Yes. That is quite common with the low stipend 
scholarships. The top fellowships are apt to be in the nature of 
prizes and prestige enters and, in most cases in my experience, they 
award those to a man regardless of his ability to pay. Sometimes it 
may happen that they will give that sort of fellowship to him and 
then he will refuse the stipend, but he accepts it as an honor. 

Mr. AnpRews. Have you had any refuse Government assistance? 

Dr. Ketiy. We have had something like 3 or 4 percent of our 
predoctoral graduate fellowships refused for many reasons: (1) they 
were going into the military; (2) they had higher offers; (3) they 
wanted to go into some other activity. 

Mr. Puiuuips. I suggest that we direct as many questions as pos- 
sible to Dr. Quarles, if we have any in mind, so that he can be excused. 

Mr. Jonas. I have one observation I would like to make on this 
point of awarding fellowships regardless of ability to pay. It just 
happens that yesterday I sat on a committee—I am a member of 
the selecting board for the Morehead Foundation, at the University 
of North Carolina—and we screened 35 high-school students. One 
of the stipulations in the Morehead trust is that no consideration 
shall be given to the ability of the applicant to defray his own ex- 
penses. He took the position that he was seeking the best students 
and wanted to have them attend the University of North Carolina 
regardless of whether they could pay their own way or not. But | 
am not sure that is a sound principle in all cases. I just indicate 
that as perhaps indicative of the trend in that direction. 


DISTRIBUTION OF EMPLOYEES BY ACTIVITIES 


Mr. Puiuurps. If there are no further questions to be directed to 
Dr. Quarles, I would like to go down this list on page 3. This justi- 
fication is lacking in the number of your own employees. How many 
employees will you have engaged in ‘Policy studies,’ which is the 
first item on the list, for 1954 and again authorized for 1955 on the 
basis of your justification? 
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Mr. Harwoop. Thirty-five in policy studies. 

Mr. Puruuips. And for 1955? 

Mr. Harwoop. Thirty-five. 

Mr. Puitures. How many in “Clearinghouse for scientific man- 
power data’’? 

Mr. Harwoop. I think it is 14. 

Mr. Puiturps. The same number each year? 

Mr. Harwoop. The same number. In each case it is the same 
number for 1954 and 1955. 

Mr. Puiuures. Grants for support of research, which I presume 
will take the next two items together—or do you want to separate 
them? What about grants for research? 

Mr. Harwoop. In biology it will be 20 and 20, and in mathematics 
it will be 23 and 23. 

Mr. Puiuurres. What about grants for training scientific manpower, 
graduate fellowships? 

Mr. Harwoop. Approximately—may I interpolate at this point 
that I am doing this from memory and would like to correct the 
record? 

Mr. Puruurps. You are fairly sure those are close to accurate? 

Mr. Harwoop. They are pretty close to accurate; yes, sir. The 
number is going to add up to 160 in both columns. That is quite 
accurate. 

Mr. Puttuiprs. Now, you did not give me the graduate fellowships. 

Mr. Harwoop. It is 26 less 14—about 12. 

Mr. Suepparp. In the Scientific Manpower Division it is 26. 

Mr. Puivuips. 26 and 26? 

Mr. Harwoop. Yes, sir; 26 for the Division, but only 12 for the 
fellowship program under consideration. 

Mr. Puriurps. The next one does not show any increase—‘‘Educa- 
tion in the sciences.”’ 

Mr. Harwoop. No dollar increase. Personnel are included in the 
12. 

Mr. A “Review of research and training programs’; 
what is that? 

Mr. Harwoop. References here are the cost of the staff that 
supports the three programs above. In other words, it is the ad- 
ministrative costs that go to administering the program. So, in fact, 
all personnel are included in this figure. 

Mr. Tuomas. Mr. Phillips, may I respectfully refer your attention 
to the organization chart, where you have 41 or 42 people doing 
administrative and housekeeping work for 102 people, excluding the 
brackets. 

Mr. Puiuuips. Next we have dissemination of scientific information. 
How many are there? 

Mr. Harwoop. Twelve. 

Mr. Puruurps. Attendance at international meetings is out. 

What about executive direction and management? 

Mr. Harwoop. That is 44 and 44. 


ADMINISTRATIVE PERSONNEL 


Mr. Partiurps. Now, on the chart that Mr. Thomas referred to a 
moment ago on page 6, it shows nine in the Office of Director. 
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Mr. Tuomas. Excluding the top brackets, the housekeeping activi- 
ties and administrative activities show 41 or 42 people. 

Mr. Puiturps. Just under the “Administration” box, you have four 
other boxes—‘“Scientific Information Office,” “Fiscal Office,” “Grants 
Administration Office,’ and “Administrative Office.”” In “Adminis- 
tration” and “Fiscal’’ alone you have 26 and 28 plus the “Office of 
Director,’ making 35. You have 35 who are supervising or doing 
housekeeping work for what would appear to be about 175 people. 

Mr. Harwoop. Mr. Phillips, we have checked this very carefully. 
I am personally responsible for this area of the program, and I have 
done my very best to keep the number at the bare minimum. 

May I invite your attention to the onboard count in this area as of 
December 31, 1953. It was approximately 10 percent less than the 
onboard count a year ago, notwithstanding a 70 percent increase in the 
program. We have checked and asked the Bureau of the Budget and 
the General Accounting Office to work with us to work out simplified 
procedures. We have just received a report from the examiner of the 
General Accounting Oifice, and through his good services we will be 
be able to simplify our voucher procedure. 

The number of personnel people we have for the number of em- 
ployees is within the Government standard. This is also true of 
voucher examiners and other items where there are such standards 
established by the Bureau of the Budget. 

Mr. Tuomas. That still does not get around to the question. 
There are 4 big main divisions which have 104 people, and he has 42 
people doing the administrative and housekeeping activities to serve 
the 4 main functions. 

Dr. WarerMaNn. Twelve of that number are in the scientific infor- 
mation office; it is a program function. 

Mr. Putuuipes. The question is why it is set up that way in the chart. 

Mr. Harwoop. This was the manner in which we originally 
organized the program at the time of the establishment of the Founda- 
tion. The Foundation is only 2 or 3 years old. I think in time the 
scientific information function may be organized on the basis of one of 
the regular operating offices. 

Mr. Putuuips. Why is the Grants Administration Office in there as 
“‘Administration’’? 

Mr. Harwoop. It is strictly an administrative function. It is not a 
review of grants from a technical viewpoint but, rather, a review of 
grants from the standpoint of administration of the grants, and it 
is a followup with the business offices of the universities. We 
have a grants administrator who spends a certain amount of his time 
in the field going over the accounts of the universities to see that 
the money is economically spent. 


COORDINATION OF RESEARCH ACTIVITIES 


Mr. Puiuurs. There is another thing this committee has been most 
interested in in the past and this year. That is to see if you can do 
anything to analyze the whole area of research in the Federal Gov- 
ernment and see if you can come up with any suggestions, 

According to this figure that vou furnished me, the peak of Federal 
research was in the current year, 1954, and runs around $2,127 mil- 
lion, of which $1,913 million is in the military and related research. 
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For next year the military and related research has been reduced by 
$125 million, but the reduction in total research is only $113 million, 
which would indicate there is an increase in the general research field 
not associated with the military of over $100 million. 

It has been the contention of this committee that there is duplica- 
tion in our research. What are you doing about that? 

Dr. WaTeRMAN. A number of things. In the first place, we are 
concerned especially in making sure there is a clearinghouse for pro- 
posals for research that come to the different agencies. In the biologi- 
cal sciencies there is a center where all proposals come in the field of 
biological and medical sciences where any two proposals that are 
identical coming to two different agencies can be checked so that it 
can be made sure that only one is accepted. 

In the physical sciences the agencies concerned every month furnish 
each other with copies of the list of the proposals they receive, so 
Dae the same check can be made. This is followed up by a statement 
of the disposition of the proposals. 

Mr. Paruuies. Have you actually any results to show on this? 

Dr. WaterMAN. Do you mean duplications avoided by this 
mechanism? 

Mr. Putuures. Yes. 

Dr. WarerMAN. The major consideration is this policy matter 
which Dr. Quarles and I discussed; namely, that the Science Founda- 
tion should have a program of general purpose research and the other 
agencies should do only basic research—either conduct or support 
basic research in areas directly relevant to the mission of the agency. 

This pattern now is very clearly followed right through. 

I may say, too, that we have another safeguard in that the agencies 
conducting research are well organized and taken care of by scientific 
consultants and advisory committees. 

When you have expert scientists riding herd on proposals for work, 
you have men who already know these fields, and they know what is 
going on. They know what work is being done by the individuals in 
their own fields. That is the way scientists ordinarily check to avoid 
unnecessary duplication. Of course, their whole career depends upon 
this sort of check before they, themselves, undertake work which 
someone else is doing. 


AUTHORITY OF NATIONAL SCIENCE FOUNDATION TO COORDINATE 
FEDERAL RESEARCH PROGRAMS 


Mr. Corron. Dr. Waterman, I live on the outskirts of a college 
town, and friends of mine who are scientists have reproached me very 
bitterly about this committee and its apparent attitude toward the 
Scientific Foundation. 

When this fundamental law was enacted it was represented on the 
floor of Congress that there was a two-fold purpose in creating your 
agency. One was to have an agency of the Government see to it 
that basic research, which is so important, should not be neglected 
and allowed to fall into decay in this country, particularly in view of 
the fact that because of our present way of living taxes have pretty 
well eaten up sources of private endowments, so we must rely on the 
Government. 


790 


Second, it was represented that this agency would more than pay 
for itself by coordinating in the Government all of these various 
agencies that have research and development programs and are 
engaged in the general field of research. 

The first year that you came before our committee you were just 
getting organized. You had only been operating for 3 or 4 months. 

The second year you came in with a definite program. My recollec- 
tion is that you had your function divided into three major activities, 
and the third activity was this matter of coordination. It was the 
smallest part of your program. It entailed the smallest number of 
emplovees and the smallest request for funds. 

I assume practically all of this coordinating function is covered on 
page 3 of your justification ‘Clearing house for scientific manpower 
data’; is that right? 

Dr. No, sir. It begins on page 2, ‘Policy studies,” 
where we study the research program, and continues on page 2—A. 

Mr. Corron. Now, I recognize the difficulty of one scientist cur- 
tailing the efforts, or attempting to curtail the efforts or passing 
judgment on another scientist. It would be true of medical men, 
engineers, or anyone because there are certain professional courtesies, 
mutual respect and so on. I recognize the difficulty of this, but here 
with an overall expenditure of $2 billion-plus—and this year it is 
$100 million less—I cannot help but be troubled. 

It seems to me—recognizing that we are in an age when Government 
science is the solution and we cannot escape it no matter what our 
wishes or ideas may be on the subject—that it would be fundamental 
that we have an agency in Government with the power and the will 
and the firmness to coordinate this vast field so as to avoid duplication 
and give us the very most we can get for every dollar that goes into it. 

Mr. Puruurpes. Certainly waste and duplication of Federal expendi- 
tures. 

Mr. Tuomas. How can the Foundation do this when they do not 
have any authority to do anything? 

Mr. Corron. I am coming to that. 

On the college campus near which I live my scientific friends will 
say to me, “You have no conception of this thing. We are disap- 
pointed in you.” And I say, ‘Of course, I have no conception of it.” 

I recognize that, but I do have a conception of its importance. It 
seems to me there is a function of the Science Foundation that was 
promised us that is not being performed. Perhaps they cannot do it. 
I realize the difficulties. 

Would you address yourself to that? 

Dr. WarermMAN. As you say, we have agreed this is one of our 
functions—to see what can be done to determine what the Federal 
policy should be toward the support of science. 

Now, you will recall that I made an extended statement last year 
before the committee on our thinking and planning with respect to 
this. Since that time we have organized a program analysis office 
which together with our other divisions will conduct the type of 
studies which are outlined on page 2 and 2-A. These include a study 
of the science programs of the Federal Government in nonprofit insti- 
tutions, largely universities, and in industry, and also studies in what 
progress is being made in science by scientific fields, 
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We have just recently—as you may have seen in the newspapers— 
announced that a committee has been appointed by our board, of 
which Dr. Barnard is the chairman, to study the Government- 
university relationships in support of science. We are planning to 
make similar studies, and are negotiating with various contractors, 
to do the same with industry where we believe it can be done profit- 
ably by contract. 

In the case of Government agencies, we have discussed this matter 
with the agencies and are formulating plans for the study of their 
organization, their history, their personnel, and the general manner 
in which their program is related to that of the agency. 

It you will recall my remarks last year, however, we feel that it 
should not be the province of the Foundation to appraise the develop- 
mental programs of other agencies. For example, the Science Foun- 
dation is not the proper agency to determine, in the case of defense, 
whether defense should build one particular type of experimental air- 
plane or another. 

Mr. Corron. On that point, a few minutes ago Dr. Quarles, in reply 
to my question, said that this reduction in the Defense Department 
budget request was the result of a coordinated study by the Defense 
Department, the Science Foundation, and the Bureau of the Budget. 

Dr. WatrerMAN. This is basic research; not developmental. 

Mr. Corron. So all you had anything to do with was the $3 million 
reduction out of the $23 million in the field of basic research; and in 
the performance of the functions of your agency you would not even 
attempt to deal with the general research and developmental work of 
the Defense Department, or any other department? 


Dr. WatrerRMAN. Insofar as the development relates to the needs of 
the agencies, it seems to me they are the experts and each department 
should be held responsible for that. 

Mr. Corton. Strictly on basic research, then, what you do is to 
compile and analyze the various activities of the Government in 
basic research, and if angehing is going to be done about it, it will 


have to be done by the Bureau of the Budget and the President, or 
someone acting on information which you gather. You are a fact- 
finding agency and not a coordinating agency, and what you do in 
this is restricted to basic research? 

Dr. Waterman. I would not say that. We should go further. 
For example, we have put out these two studies [indicating] which 
are fiscal studies of the entire research and development field, but 
these studies are fiscal. 

When I say that we should not appraise developmental programs 
I mean the content of them. It seems to me that the individual 
agency should have that responsibility. We can, though, talk about 
the background research that would be helpful there and matters of 
that kind, and the makeup of the agency in its research and develop- 
ment organization. I do not think that we should have authority 
there, Mr. Chairman and Mr. Cotton. It seems to me that we 
should have a fact-finding function and an advisory function in the 
fields of science. 

Now science goes, as you know, straight from basic research into 
applied research and shades off into development. Wherever science 
is concerned I think we can speak with some authority and confer with 
the other agencies. 
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Mr. Corron. The fact remains that if we are going to have a traflic 
officer dealing with this whole field of research in the Federal Govern- 
ment, with the authority that you have under your enabling law, you 
are not going to be the traffic officer. 

Dr. Waterman. IJ do not think that we should be. I think that 
the President and the Congress should make the decisions. 

Mr. Puitups. While the gentleman has been talking, I have been 
reading the discussion on the floor of the House on February 27, 1950, 
when this bill went through the House, and I would like to call your 
attention, Dr. Waterman, to two things, but particularly to a state- 
—— emphasized by Mr. Priest, the gentleman from Tennessee. He 
said: 

I want to emphasize the whole purpose of this legislation is on basic research 
rather than applied research. 

The Congress passed this bill with the idea that you were going to 
meet what Mr. Priest referred to— 
as a very acute shortage in the years ahead of the number of scientists who might 
well pursue basic research. 

There was very serious concern on the part of the Congress that 
there were no money limitations in it, and they placed that responsi- 
bility entirely upon the Committee on Appropriations. 

I find something in here that is news to me. What do you have to 
do with the publication of an annual list of patents? Are those 
patents derived from your efforts? According to this one of your 
responsibilities is publishing annually a list of patents. 

Mr. WarrerMAN. That comes out of our work. 

Mr. Putuires. Have any come out of your work? 

Dr. WarerMAN. None that I am aware of, so far. We are watching 
this carefully, and there are some that have indications. If so, they 
will be announced. 

I do not know if you care to hear Dr. Barnard on this subject of 
our place in Government. 

Mr. Tuomas. Dr. Barnard has had wide experience, not only in 
the scientific field but in private industry. 

Mr. Cotton has raised a very interesting point to me. Of course, 
he lives in the hometown of the great Dartmouth College. There is 
none greater except perhaps California and Rice. 

We have dealt with this subject many, many times. Here is the 
thing that is troubling me about this Act. I have known Dr. Water- 
man a good many years. When he was in the Navy he certainly did 
an outstanding job. But the Foundation has no authority to do 
anything except to give away some money. If you want to boil it 
down, that is it. You can coordinate. You have that authority, but 
just what does coordination mean? I certainly admire the doctor and 
his faith in human nature, that the scientists are going to police 
themselves. 

Suppose that Dr. Quarles has a pet project that he is very much 
interested in and the National Science Foundation thinks it is a dupli- 
cation of something else, and that you, Dr. Waterman, say to your 
distinguished friend, Dr. Quarles, “We do not think you ought to do 
that.”” If Dr. Quarles does not agree with you, there isn’t anything 
you can do about it. 

Has the present administration, or even the Truman administration, 
ever clothed you with any authority by which you cannot only co- 
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ordinate but actually get a job done? Has anyone ever given you the 
authority to say to X agency, “You have been appropriated Y number 
of dollars. We want you to do this job and nothing else.” Can you 
do that? 

Dr. WATERMAN. We have two ways in which we can operate. 

Mr. Tuomas. You can answer that question very simply by saying 
vesorno. Iam asking you how you are going to operate. We know 
that. I am just asking you do you have that authority? 

Dr. WATERMAN. We have the authority to go to the administration 
with our recommendation, and that is the way we do these things. 

Mr. Tuomas. Has the administration clothed you with any author- 
ity over any of the executive agencies where your judgment would 
prevail rather than the judgment of the myriad executive agencies 
that are engaged in scientific investigations? 

Dr. WaterMAN. According to the position of the administration, 
we are expected to take increased responsibility for the type of basic 
research about which I spoke, and this means we are expected to take 
the lead here. 

Mr. Tuomas. That does not answer my question. We know that 
you are expected to do it. You have been given a lot of pleasant 
words, but we did not give you any authority. 

Has the National Science Foundation “onsidered going back to the 
legislative committee and getting some fcreased authority whereby 
you can really do the job that the public thinks you have the authority 
to do, and which you do not have the authority to do? I am getting 
back to Mr. Cotton’s original statement of a moment or two ago about 
his friends in Dartmouth. 

Mr. Parties. J think that J can give you an illustration of what 
Mr. Thomas is getting at. Dr. Quarles testified that about $3 million 
is being taken off of the Defense budget for basic research for 1955. 
You are doing so much basic research over there because this National 
Science Foundation was created on the definite statement that we 
were lacking in that area and that we should give that job, as it were, 
to the National Science Foundation to build up. 

Did you recommend that Dr. Quarles’ department, or the research 
work over there, be reduced by the amount of $3 million? 

Dr. WATERMAN. That was done by the Bureau of the Budget. 

Mr. Puruiies. The Bureau of the Budget did the job? 

Dr. WaTreRMAN. We set the policy in that we defined the kind of 
basic research which other agencies should do and what we should do. 

Mr. Putiuips. Why should it not be more than $3 million? 

Dr. WarerMAN. That was the best estimate, in consultation with 
the Department of Defense, as to the areas that would be affected 
by carrying out this policy. 

To answer Mr. Thomas’ question clearly, our authority is contained 
in a statement found on page 10 of the justifications. 

It is to develop and encourage the pursuit of a national policy for 
the promotion of basic research and education in the sciences; evaluate 
scientific research programs undertaken by agencies of the Govern- 
ment; appraise the impact of research upon industrial development 
and upon the general welfare, and correlate the Foundation’s scientific 
research programs with those undertaken by individuals and by public 
and private research groups. 

That is officially the authority we have in the act. 
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Mr. Tuomas. That is nice language. Theoretically that covers 
everything from top to bottom, but when the chips are down and 
you want to do a little coordinating, sifting, finding out here and there, 
you do not have the authority to do it. 

Dr. WaTeRMAN. As you see, it is not contained explicitly in that 
statement. 

UNOBLIGATED BALANCES 


Mr. Puiturs. What is your unobligated balance at the present 
time? What was it last year? 

Mr. Harwoop. The unobligated balance at the end of last year 
from previous appropriations was $360,000. 

Mr. Purturps. What is it at the present time? 

Mr. Harwoop. The obligations as of December 31, the obligations 
against the National Science Foundation appropriation, were 
$3,900,932, leaving an unobligated balance of $5,050,462. Almost 
r gaa of this balance is reserved for fellowships to be awarded in 

aren, 

Mr. Purturps. What do you expect your carryover will be on June 
30 of this year? 

Mr. Harwoop. On June 30 we expect that the carryover will be 
approximately $300,000 into the next year. 


TRAVEL 


Mr. Puriures. Now, what is your unobligated balance as of today, 
or as of the 31st of December, on travel? 

Mr. Harwoop. The unobligated balance on travel is $66,000. 

(The following justification of travel is provided for the record:) 


Travel, $130,000 

The Foundation’s primary functions of developing a national science policy for 
the promotion of basic research and education in the sciences, initiating and sup- 
porting basic research, and granting graduate fellowships require that the Founda- 
tion seek out and utilize the best scientific minds of the Nation. This talent can- 
not be obtained on a full-time basis. However, by judicious use of travel funds, 
the Foundation is able to obtain the services of outstanding scientists and engineers 
on a consultant basis with limited expenditure of funds for personal services. 
The major portion of travel funds, 62 percent, is used in conjunction with such 
services, 

The Foundation, as a new Federal agenev, has been growing during fiscal years 
1953 and 1954. Funds appropriated to the Foundation for fiscal year 1954 pro- 
vide for a 70 percent increase in program over 1953. The major portion of the 
increase has gone into grants for support of basic research with a small increase 
for graduate fellowships. The staffing for National Science Policy Studies as 
well as this increase in program workload has resulted in correspondinglv in- 
creased requirements for travel. Despite the increased appropriation and the 
resulting increase in workload, the 1954 appropriation contained a limitation of 
$89,500 for travel, a reduction of 25 percent from the previous vear. Although 
$35,162 remained unobligated under the fiscal vear 1953 travel limitation, and 
is legallv available for use in later vears under the Foundation’s no-vear appro- 

riation, obligations for travel to date in fiscal vear 1954 have been held near the 
level of the current limitation. This at‘enpt to operate without utilizing the 
unobligated balance of tra-el funds from fiscal vear 1953 has had serious effects 
on the programs of the Foundation. For this reason current estimates provide for 
the obligation of $21,090 of the carrvover during fiscal vear 1954 and the balance 
of $14,000 during fiseal vear 1955. 

The details of fiseal vear 1955 travel requirements are described below. 

National Science Roard.— The National Science Board, consisting of 24 members, 
“* * * eminent in the fields of the basic sciences, medical science, engineering, 
agriculture, education, or public affairs’; appointed by the President, was estab- 
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lished by the National Science Foundation Act of 1950. In order to perform its 
statutory functions under the act the Board plans to have seven meetings during 
the year. 

The National Science Board has recently established an advisory committce on 
Government-university relationships to assist in the study of the impact of 
federally supported research in universities, and a Special Committee on Minerals 
Research to explore the possibilities of not only conserving, but increasing our 
natural resources through basic research. These committees will each meet 
twice during the year. 

Divisional committees—The National Science Foundation Act of 1950 directs 
that there be a divisional committee for each division of the Foundation. These 
committees meet periodically to advise the National Science Board and the divi- 
sion on policy matters. At the beginning of fiscal year 1954 the Foundation in 
an attempt to abide by the limitation of $89,500, planned to have one meeting 
each for the divisional committees of the research divisions and two meetings of 
the divisional committee for the Scientific Personnel and Education Division. 

It has become evidert as the year progresses that these meetings must be in- 
creased in number in both 1954 and 9155. It is the consensus of divisional com- 
mittee members that they cannot properly function with such a small number of 
meetings. A minimum of four meetings per year is required if they are to dis- 
charge their function of advising the National Science Board on policy matters. 

Adnsory panels and individual consultants.—In the process of reviewing research 
proposals and selecting those to be supported the Foundation depends upon the 
assistance of panels of scientists in the many disciplines of science; 11 such com- 
mittees of scientific consultants are now in existence. 

The increased funds available for research grants have materially increased 
the workload of these advisory panels without a proportionate increase in the 
cost of review and selection. Consultants have cooperated to the extent that 
they are currently reviewing more research proposals in their own homes at no 
cost to the Government than are reviewed during formal advisory panel sessions. 
Members insist that at least three meetings per year be held to insure that preju- 
dices of individual members do not unduly influence the research programs. 
However, the 1955 estimate provides for only two meetings of each advisory 
panel during the year. 

In addition to the 11 panels for the review of research proposals advisory 
groups are required at intervals to explore specific fields of science, to discover 
gap areas, or to assure maximum utilization of available funds. Typical of such 
groups are the existing panels on low temperature physics which leads to better 
understanding of the properties of material, and of high temperature physics, 
a field vital to the development of high-speed aircraft. Additional panels and 
the services of individual consultants will also be required in connection with 
national science policy studies. 

Advisory panels are regularly used for consultation in carrying out the other 
programs of the Foundation, particularly national science policy studies, training 
of scientific manpower, and exchange of scientific information. 

Staff—Economy of operation by the Foundation is substantially enhanced by 
not having field or regional offices. This makes all the more necessary the avail- 
ability of sufficient travel funds to enable the staff through personal contacts to 
keep its operations effective. The Foundation supports research at over 180 
institutions in 45 States and sponsors a fellowship pose which is currently 
providing awards to approximately 500 fellows. The only way that the full- 
time staff can insure that dollars appropriated for research are prudently and 
economically expended is by judicious and planned personal contact with the 
research scientists and business administrators of the universities and laboratories. 
Now that the operating programs are underway and increasing attention is paid 
to studies involved in developing policy it is more than ever important to increase 
the degree of travel of the staff in order to secure reliable firsthand information. 


GRADUATE FELLOWSHIPS 


Mr. Jonas. What real proof do you have, Dr. Waterman, that 
students awarded these fellowships would not have pursued their 
education with their own means if you had not taken them over? 

Dr. WatrrerMAN. Only the figures I gave you before, sir, and the 
information we have about the fellows themselves. We will be glad 
to provide you with what information we have on that. 
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Mr. Jonas. There is no way to prove that, is there? 

Dr. Waterman. It is a hard thing to do. 

Dr. Kextiy. May I attempt to answer that? We have information 
that between 20 and 25 percent would not have gone on without 
fellowships. We hope that our program is not limited solely to the 
amount of money we have appropriated. We have supported these 
students and therefore increased the number of students that the 
colleges and universities would be able to take by outside money. 
We have another part of our program which I think is also as important 
as the fellowship awards iets ves. It is the award of the honorable 
mention list, to help people of very high capabilities who are seeking 
some support to continue their education. 

Mr. Jonas. Does the annual report contain a list of the projects? 

Dr. WaterRMAN. Yes, it does. 


SCHOLARSHIPS AND FELLOWSHIPS 


Mr. Tuomas. I wonder, Dr. Waterman, if at this point in the record 
you will be kind enough to insert the agencies of Government award- 
ing scholarships and fellowships, the names and agencies of the Gov- 
ernment awarding scientific investigation research contracts with uni- 
versities, and give the names of the universities, and the number of 
fellowships and contracts in dollar value. 

There will be some 10 or 12 agencies of Government that are 
doing the same identical thing that you are doing. That is what I am 
getting at. 

Dr. Waterman. For the fiscal year 1955? 

Mr. Purtures. You can do it as of this year. 

Mr. Tuomas. You are coordinating, so I would imagine you would 
have that information for 1955—1954 and 1955. 

Dr. WatrerMAN. May I make aremark? It is extremely important 
to us that the travel allowance which is listed go through this year. 
The story is in the record. 

Mr. Putuurps. I think’that you can give Mr. Thomas an answer 
for this year. 

Dr. Waterman. Estimated. 

(The information requested is as follows:) 


ScHOLARSHIPS AND FELLOWSHIPS 


Undergraduate scholarships 
There are no undergraduate scholarship programs in the Federal Government. 


Predoctoral graduate fellowships in the sciences 

The Atomic Energy Commission terminated its general-purpose fellowship 
programs in August 1953 and the National Institutes of Health will terminate 
its general-purpose predoctoral fellowship program by fiscal year 1954. By fiscal 
year 1955 the National Science Foundation will be the sole Federal agency main- 
taining a general predoctoral-fellowship program. 

The estimate for the National Science Foundation for fiscal year 1955 is as 
follows: 


Average per 
Level Number fellow Amount 
250 2, 500 625, 000 
| 1, 658, 000 
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Postdocioral graduate fellowships in the sciences 
The National Science Foundation awards a small number of postdoctoral 


fellowships in the sciences each vear. 


Postdoctoral: 
Average per 
Total 


The estimate for fiscal year 1955 is as follows: 


$4, 440 


The United States Public Health Service, Department of Health, Education, 


and Welfare, awards annually 
medical research. 
Foundation’s program anc 


postdoctoral fellowships limited primarily to 
This specialized program is not in competition with the 
there is no duplication of effort. 


The fiseal year 


1995 estimate for the United States Public Health Service is as follows: 


Postdoctoral: 
Number 


Average per 


400 


Federal agencies financing research and Goelopmact in educational institutions ! 


Agency 


Department of 
Atomie Energy 

Federal Security Agency 
Department of Agriculture 
Reconstruction Finance C 
National Scienee Foundation 
Department of Commerce 
National Advisory Committee for Aeronautics 
Veterans’ Administration......_ 

Tennessee Valley Authority 
Department of the Interior -- 
Department of State__- 
National Security Res nurces 
Department of 
Federal Civil Defense Administration. 


Number of | 


- Amount 
educational 
institutions (thousands) 
173 | $155, 704 
siya 116 | 105, 326 
‘ 146 14, 437 
60 | 13, 067 
8 | 1, 955 
53 | 1, 001 
27 | 907 
23 | 675 
18 | 595 
15 | 423 
| 21 294 
2) 226 
4 73 
1 18 
1 16 
seinncmntteskapebicsataats } 225 | 294, 717 


! Source: National Science Foundation survey for fiscal year 1952 


data for 1953, the most recent completed fiscal year. 


EpUCATIONAL INSTITUTIONS RECEIVING 


SEARCH 


Alabama: 
Alabama Polytechnic Institute 
Tuskegee Institute 
University of Alabama 
Arizona: University of Arizona 
California: 
California Institute of Technology 
Stanford University 
University of California 
University of Southern California 
Colorado: 
Colorado A. & M. College 
University of Colorado 
Connecticut: 
University of Connecticut 
Yale University 
Delaware: University of Delaware 
Florida: 
Florida State University 
University of Miami 
Georgia: 
reorgia Institute of Technology 
University of Georgia 
41872—54—pt. 


Studies in progress will provide similar 


NATIONAL SCIENCE FOUNDATION ReE- 
Support 


Illinois: 
Chicago Medical School 
Illinois Institute of Technology 
Northwestern University 
University of Chicago 
University of Hlinois 
Indiana: 
DePauw University 
Indiana University 
Purdue University 
University of Notre Dame 
Wabash College 
Iowa: State University of lowa 
Kansas: 
Kansas State College of Agriculture 
University of Kansas 
Kentucky: 
University of Kentucky 
University of Louisville 
Louisiana: 
Louisiana State University and A. 
and M. College 
Tulane University 


| 
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EpucaTIONAL INstTiTtuTIONS RECEIVING NATIONAL SciENcCE FOUNDATION 
ResEaRcH Support—Continued 


Maine: Mount Desert Island Biological 
Laboratories 

Maryland: 

Johns Hopkins University 

University of Maryland 
Massachusetts: 

Boston University 

Brandeis University 

Harvard University 

Marine Biological Laboratory 

Massachusetts Institute of Tech- 

nology 

Mount Holyoke College 

Retina Foundation 

Smith College 

Tufts College 

Woods Hole Oceanographic Institu- 

tion 

Worcester Foundation 
Michigan: 

Michigan State College 

University of Michigan 

Wayne University 
Minnesota: 

Macalester College 

St. Olaf College 

University of Minnesota 
Mississippi: 

Mississippi State College 

University of Mississippi 
Missouri: 

St. Louis University 

University of Missouri 

Washington University 
Montana: 

Montana School of Mines 

Montana State College 
Nebraska: University of Nebraska 
New Hampshire: 

Dartmouth College 

University of New Hampsbire 
New Jersey: 

Institute for Advanced Study 

Princeton University 
New Mexico: 

New Mexico Highlands University 

University of New Mexico 
New York: 

Brooklyn College 

Clarkson Memorial College 

College of New Rochelle 

Columbia University 

Cornell University 

Fordham University 

Haskins Laboratories 

New York Botanical Garden 

New York University 

Polytechnic Institute of Brooklyn 

Pratt Institute 

Rensselaer Polytechnic Institute 

St. John’s University 

State University of New York 

Syracuse University 

University of Rochester 

Vassar College 


North Carolina: 
Duke Universit 
University of North Carolina 
North Dakota: University of North 
Dakota 
Ohio: 
Antioch College 
Case Institute of Technology 
Central State College 
Kent State University 
Kenyon College 
Miami University 
Oberlin College 
Ohio State University 
University of Cincinnati 
Western Reserve University 
Oklahoma: 
Oklahoma A. & M. College 
University of Oklahoma 
University of Tulsa 
Oregon: 
Oregon State College 
Reed College 
University of Oregon 
Pennsylvania: 
Bryn Mawr College 
Carnegie Institute of Technology 
Duquesne University 
Haverford College 
Institute for Cancer Research 
Lehigh University 
Pennsylvania State College 
Swarthmore College 
Temple University 
University of Pennsvivania 
University of Pittsburgh 
Wilson College 
Rhode Island: Brown University 
South Carolina: University of South 
Carolina 
South Dakota: South Dakota Schoo! of 
Mines and Technology 
Tennessee: 
Tennessee Agricultural and Indus- 
trial State University 
Southwestern at Memphis 
University of Tennessee 
Vanderbilt University 
Texas: 
Rice Institute 
Texas Agricultural Experiment Sta- 


tion 
Texas A. and M. Research Foun- 
dation 


University of Texas 
Utah: 

Brigham Young University 

University of Utah 

Utah State Agricultural College 
Vermont: University of Vermont and 

State Agricultural College 

Virginia: 

Hollins College 

University of Virginia 

Virginia Polytechnie Institute 


| 
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EpucaTIoNAL Receiving NatioNaL Science FouNDATION 
ResearcH Suprport—Continued 


Washington: Wyoming: University of Wyoming 

State College of Washington District of Columbia: 

University of Washington Catholic University of America 
West Virginia: West Virginia University George Washington University 
Wisconsin: Howard University 

Marquette University Hawaii: University of Hawaii 

University of Wisconsin Puerto Rico: University of Puerto Rico 


JUSTIFICATION DATA 


Mr. Puiturps. We will insert the prepared justification data at this 
point. 
(The matter referred to follows:) 


SumMMARY TABLE AND STATEMENT 


Obligations by activity and program 


Estimate, | Estimate, | omens C+) 
fiscal year | fiscal year | 

1954 1955 , crease (—), 

| |1955 over 1954 


| 

Actual, fiscal 
| year 1953 

| 


National Science policy studies: | 
Policy studies__ $80, 096 $524, 985 $475, 000 — $49, 985 
Clearinghouse for scientific manpower data - ‘127,071 | _314, 500 } 349, 000 +34, 500 


Support of science: | 
Grants for support of research: | 

Biological and medical sciences. 830, 586 2, 037, 000 | 4,060,000 | +2, 023, 000 
Mathematical, physical, and engineer- | | 

ing sciences. - 982,715 | 2,038,000 6,060,000 +4, 022, 000 

Grants for training of scientific man- 


| 
Graduate fellowships_. 1, 366, 344 
Education in the sciences 40, 844 | 
Review of research and training programs_. 432, 022, 


1, 731, = 3 1, 924, 000 +193, 000 
150, 0 150, 000 
__ 568, 70 | } _ 000 | +60, 300 


Scientific information exchange: | 
Dissemination of scientific information 151, 354 | 232, 800 | 
Attendance at international meetings 33, 565 | 


Subtotal 184, 919 | 


Executive direction and management 355, 746 | 370,000 | 42, 400 
Support of ICSRD 23, 272 | 0 0 


4,423,615 8,060,385 | 14, 300, 000 +6, 239, 615 


The estimate totaling $14 million is the financial expression of needs for effee- 
tively carrying forward the plans and programs of the National Science Founda- 
tion for the promotion of basic research and education in the sciences and the 
development of national science policy. This estimate, which is $6 million greater 
than the 1954 appropriation, provides for an increase only i in the activity “Support 
of science.” All other activities are at lower levels than in 1954. Of the $6 
million increase in support of science, $3 million represents a transfer of responsi- 
bility from the Department of Defense. Significant features of the estimate are 
as follows: 


I. National science policy studies, $824,000 


To insure balanced support of scientific research and full use of the Nation's 
scientific resources consistent with national requirements, the Foundation has 
been authorized to develop national science policy, appraise the impact of re- 
search, and evaluate scientific research programs undertaken by agencies of the 
Federal Government. These broad responsibilities are being carried out in the 
following ways: 


: 

4 12, 824, 000 +6, 298, 300 

' 232, 000 | —800 

50, 000 | 0 

82800 282, 000 | — 800 
| 


800 


(a) Policy studies, $475,000.—The Foundation’s policy studies started during 
fiscal year 1953 will be continued in 1954 and 1955. 

(1) Research programs of the Federal Government: The objectives of this 
study are to secure information about the kinds of Federal scientific activities 
and the manner in which they are administered, to determine the appropriateness 
of Federal Government scientific activities, to estimate the appropriate extent of 
the Federal Government's participation in the Nation's scientific effort, and to 
make appropriate recommendations to the agencies involved, to the President, 
and to the Congress. 

(2) Research in nonprofit institutions: The objectives of this study are to 
collect adequate information about the content, financing, and administration of 
research and‘development at nonprofit institutions, to gather detailed information 
concerning Federal support of research and development at these institutions, to 
analyze the relation of research and development to instructional programs, and 
to review the impact of governmental research and development upon the primary 
responsibilities of colleges and universities. 

(3) Research in industry: The objectives of this study are to gather information 
about industrial research and development laboratories, to study the basic research 
done or supported by industry, to study the role of Government in industrial 
research and development, and to study the impact of research and subsequent 
technological developments on the national economy. 

(4) Status of science: The objectives of these studies are to determine the areas 
of science in need of intensive fundamental research for long-range development 
of the resources of the country, the impediments to maximum progress in science 
and technology, how to minimize the delay between the discovery and the prac- 
tical utilization of fundamental knowledge, and how maximum progress can be 
made in solving specific scientific proble.as which are critical to the national 
health, welfare, and defense. 

(b) Clearinghouse for scientific manpower data, $349,000.—Manpower prob- 
lems, because of their importance in relation to all the studies above, are given 
special attention. In conjunction with the Register of Scientific and Technical 
Personnel, studies are conducted to assemble information on the national supply, 
training, utilization, and demand for scientific and engineering personnel. 

Il. Support of science, $12,824,000 

(a) Support of research, $10,120,000.—In preparing the estimate for the support 
of research for fiscal year 1955 the Foundation has considered the desire of the 
administration that the National Science Foundation shall be increasingly respon- 
sible for providing support by the Federal Government for basic research, the 
necessity for adjusting the existing imbalance between basic research and applied 
research and development, the need to secure maximum utilization of scarce 
scientific talent, and the Nation’s requirements for basic research from both the 
economic and military preparedness points of view. 

Three million dollars of this estimate represents a transfer of responsibility for 
basic research in certain areas from the Department of Defense. In view of this 
transfer and of other reductions in the Department of Defense’s research and 
development budget, the Foundation’s estimate for research will not increase the 
total Federal budget for research and development, but will do much to lessen 
the existing imbalance between basic research and applied research and 
development. 

(b) Training of scientific manpower, $2,074,000.—The critical shortages of 
scientific and engineering personnel and the indications that such shortages will 
continue, make it imperative that the level of Federal Government support for 
training of scientists be maintained. This estimate provides for the continuation 
of the Foundation’s fellowship and education in the sciences programs at the 1954 
level and for additional funds for the general purpose predoctoral program of the 
National Institutes of Health, which will terminate in fiscal year 1954. 

(c) Review of research and training programs, $630,000.—This subactivity is 
composed of costs related to the administration of the research support and train- 
ing of scientific manpower programs. 


III. Scientific information exchange, $282,000 

The Foundation is continuing to make research studies on the dissemination 
and exchange of scientific information, and to support projects in the translation 
of scientific documents from foreign languages, especially those emanating from 
Russia and Russian dominated countries. Support is also given to the attendance 
of selected American scientists at scientific meetings abroad. 


| 
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1V. Executive direction and management, $370,000 


The estimate for this activity, which includes all administrative costs not 
directly related to the other activities, is $42,000 less than the estimated cost in 
fiscal year 1954. 


GENERAL STATEMENT OF DR. CHESTER I. BARNARD, CHAIRMAN, 
NATIONAL SCIENCE BOARD 


Dr. Barnarp. Mr. Chairman and members of the committee, my 
remarks coming at the end of this meeting of the committee I address 
myself exclusively to some of the questions raised. I should like to 
say that it seemed to me that these questions were highly pertinent 
and penetrating. 

Some question was raised about the desirability of granting fellow- 
ships without regard to financial ability. The bare answer to this 
question is that the present Science Foundation Act requires that 
fellowships be awarded without regard to other considerations than 
ability, but this seemed to me to be a too narrow answer and not 
sufficient to advise the committee as to the fundamental objectives 
of the program. The problem that this Government faces, and which 
to a considerable extent is imposed upon the National Science Foun- 
dation to solve, is to increase greatly the inducements to men and 
women to undertake a scientific and technical career, or at least to go 
through the arduous process of training that would fit them to do this. 
I shall remark a little later upon the broad necessity for increasing 
the number of people who are willing to undertake this kind of work, 
but would point out here that what the Government contributes 
toward this end is supplementary to or in addition to the very con- 
siderable amounts that are made available from other sources—the 
universities, the special scholarship funds, the funds created by indus- 
tries, etc. Altogether these are not sufficient for the needs of the 
future, even though they were quite sufficient for the needs of our 
society in the not remote past. We know that even at best only a 
limited proportion of the population is either able or willing to take 
the training required for high proficiency in the sciences and in the 
associated technical fields, and it is therefore of great importance that 
any financial assistance operate to attract to these fields those who 
are really competent to enter them. 

In the discussion elicited by the chairman concerning the signifi- 
eance of the quotation from the article in Fortune made by the 
Director, Dr. Waterman, it seemed to me that it was not sufficiently 
brought out that the point here was not who financed the scientific 
activities which in the end blossomed out into such important technical 
developments, but the fact that these activities, however financed, 
did take place and these important results followed. This leads me to 
emphasize the importance in this particular subject of distinguishing 
between immediate results and long-haul functions. Naturally, the 
present Congress, and of course, its committees are greatly concerned 
with the appropriations immediately to be made and the immediate 
justification for these appropriations, but it is especially true of some 
of the departments and agencies of Government that their major 
justification is the welfare of the country that is to be secured only 
through continuous and cumulative efforts. This was well expressed 
by Mr. Priest in the quotation from the Congressional Record, which 
the chairman read. I think the importance of the emphasis upon 
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this point of view has been obscured by the lack of realization of the 
very rapid change in conditions brought about not by ideological 
theories but by the effects of the recent rapid development of science 
and the technologies. It was probably true in the not remote past, 
as recently as within the last 25 years, that the needs of the Govern- 
ment and the conditions of our society did not warrant much more 
support for science and its application than actually was given by 
means of private philanthropy and the support given by the State 
governments and others, especially through tax exemption. But the 
situation since 1938 has very radically changed. Not only the rapid 
utilization of natural resources, the problem of defense, and the need 
for increased fundamental biological knowledge greatly magnified in 
a few years, but also the very development of science and technology 
have both multiplied the opportunities and the needs of the Govern- 
ment and of society as a whole for scientists as distinguished from the 
interests of individuals and businesses. This is a point that I think 
ealls for great emphasis. Thus I would have said 25 years ago that 
there was neither much need nor much utility in the Federal Govern- 
ment undertaking, except in narrow fields, support of science and its 
application. Present-day necessities, taking into account future 
needs, have changed this situation very radically. 

There seems to me to have been some confusion between applied 
science and developmental work, and basic sicience or research. The 
boundary lines between these different kinds of activities will be 
vague and uncertain and will be fluctuating, but upon the nature of 
the various areas involved there is in general little question. Basic 
research refers to research for the purpose of increasing our knowledge 
of nature, without the immediate motive of utilization. Applied 
research and developmental work is directed toward the accomplish- 
ment of specific interests other than those of the attainment of knowl- 
edge. The Science Foundation has several times made it clear that, 
except in a collateral way through its activities in the fields of science 
and scientific methods, it is not equipped and could not be readily 
made competent to supervise or control even indirectly the develop- 
ment work of the various Government departments. On this the 
Board of the Science Foundation, which has several members who 
have been in intimate touch with the practical problems of various 
departments, is definite and positive. The Science Foundation was 
created to concern itself with basic research and education in the 
sciences, and it is not equipped to deal with matters outside science 
except in an auxiliary, informal, and collateral way. 

Part of the discussion of this subject related to the fact that the 
Science Foundation has no specific authority to control, in the sense 
of vetoing or forbidding, an activity in basic research supported by 
some other department, or on its own motion to take over the support 
of any such research from another department. Entirely aside from 
any legal or technical administrative question that may be raised in 
this connection, I would like to offer it as my judgment based on a 
wide variety of experiences that the functions of the Science Founda- 


tion, in securing the maximum economy and the avoidance of duplica- 
tion and the securing of consistent order in basic research among the 
various Government departments, could not be accomplished through 
the exercise of authority. Insofar as this is at all feasible the execu- 
tive offices of the President are most competent and in the most ef- 
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fective position to deal with these matters insofar as the final decision 
is concerned. On the other hand, the development of the National 
Science Foundation fuentions will provide the executive offices, 
including the Bureau of the Budget, with the factual knowledge, and 
with the maturity of consideration of policy problems, which will 
make for a far more effective influence toward securing the economy 
desired than could be attained by any other method. 

Finally, I should like to make a remark or two about the change 
in the nature of our society. I have already referred to the radical 
change made in a few years by the development of science and tech- 
nology and their commercial applications, but something more is in- 
volved. The chairman asked if there were not shortages similar to 
those alleged in the field of science and technology in other fields as 
well. This is quite true—very noticeable in the case of physicians 
and dentists and some paramedical professions, but also in a number 
of other fields. And it should not be understood that the Science 
Foundation underestimates this fact. Whatever may be the methods 
of securing or developing adequate cadres of professionals in the various 
fields, such as law, public administration, architecture, et cetera, what 
has been going on very rapidly in recent years is a condition calling 
for an enormous increase in what might be called the overhead of our 
society. Without at all assuming that the importance of the develop- 
ment of individuals, of individual imagination, and individual initia- 
tive has decreased, it certainly should be recognized that the necessity 
of intelligent coordination of efforts within the limits permitted by 
organized effort has greatly increased not only by the application of 
our knowledge and our technologies, but also by the growth of our 
population, by the depletion or relative limitation of natural resources, 
and by the increased interdependence between parts of the world. 
Every development of science that finds an outlet in technology and 
commercial development increases the need for scientists and for 
technologists as well as for managers and executives. Our national 
problem is something bigger than that of merely providing scientists 
and the development of science. There is also the problem of develop- 
ing competent people for the general administration of our social 
needs. That part of the national problem is not assigned, however, 
to the National Science Foundation. 

I appreciate the courtesy of the committee in granting me the op- 
portunity to present these remarks to it. 

Mr. Puitiips. Thank you, gentlemea. 
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Tunspay, JANUARY 26, 1954. 
SMALL BUSINESS ADMINISTRATION 


WITNESSES 


WENDELL B. BARNES, ACTING ADMINISTRATOR 
DONALD A. HIPKINS, DEPUTY ADMINISTRATOR 


KEITH L. HANNA, CONTROLLER 


ROBERT H. MONTGOMERY, DIRECTOR, OFFICE OF MANAGEMENT 
WILLIAM L. ROLLINS, DIRECTOR, OFFICE OF FINANCIAL ASSIST- 


ANCE 


ARTHUR J. WILSON, DIRECTOR, OFFICE OF PROCUREMENT ASSIST- 


ANCE 


THEODORE G. WAALE, DIRECTOR, OFFICE OF PRODUCTION ASSIST- 


ANCE 


BENJAMIN DORSEY, OFFICE OF GENERAL COUNSEL 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 
Reimbursement from ‘Revolving fund, Small Business Ad- 
Unobligated balance, estimated savings... ME, 
Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
3. Financial assistance—other than direct lending 260, 800 292, 200 
4. Financial assistance—direct lending - _. - Tasibs~- abesee 1, 296, 000 1, 650, 000 
Obligations by objects 
| 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
Total number of permanent positions. 555 545 
Full-time equivalent of all other positions... 6 2 
Average salaries and grades: } 
General schedule grades: 
$6, 691 $6, 817 
01 Personal services: | 
Permanent positions. $3, 001, 771 $3, 674, 670 
3, 083, 500 8, 707, 300 
Services performed by other agencies... _.............--.|.------------- 50, 100 24, 800 
11 Grants, subsidies, and contributions._..............-.....|-.---.---.---- 75, 000 40, 000 
3, 725, 000 4, 300, 000 
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Analysis of expenditures 


1953 actual | 1954 estimate 1955 estimate 


Unliquidated obligations, start of year 
Obligations incurred during the year.......___- 


Deduct: 
Unliquidated obligations, end of year....__.._____.- 


"Tote 


Expenditures are distributed as follows: 
Out of current authorizations ow 2, 390, 000 
Out of prior authorizations ree | 225, 000 


Mr. Puruurps. The committee will come to order. 

We have a new agency with us for the first time today. The Small 
Business Administration is here to present its justifications on their 
budget for 1955. Last year you were financed out of what funds, 
Mr. Barnes? 

Mr. Hanna. The appropriations for the Small Defense Plants Ad- 
ministration were included in supplemental appropriation acts. 

Mr. Puiturps. What was the amount? 

Mr. Hanna. $3,750,000 for 1953. $300,000 of that was subse- 
quently reappropriated in July when SDPA was extended for 1 month. 

Mr. Puitures. We have Mr. Barnes, who is Acting Administrator, 
Mr. Hipkins, Deputy Administrator, Mr. Hanna, Controller, Mr. 
Montgomery, Director, Office of Management, Mr. Rollins, Director, 
Office of Financial Assistance, Mr. Wilson, Director, Office of Procure- 
ment Assistance, Mr. Waale, Director, Office of Production Assistance, 
and Mr. Dorsey from the Office of the General Counsel. 


JUSTIFICATION DATA 


Do you have a statement, Mr. Barnes, that you want to put in the 
record? We will also authorize the inclusion in the record of as much 
of the sing material as is not repetitious, or duplicates testi- 
mony, hereafter, and between Mr. Hanna and the clerk you can work 
that out. 

(The information referred to above is as follows:) 


PROGRAM AND PERFORMANCE 


Pursuant to the provisions of the Small Business Act of 1953 (title II of Public 
Law 163, 83d Cong., approved July 30, 1953), the Small Business Administration 
was created to implemert the declared policy of the Congress that the Government 
should aid, counsel, assist and protect insofar as is possible the interests of small- 
business concerns in order to preserve free competitive enterprise, to insure that 
a fair proportion of the total purchases and contracts for supplies and services for 
the Government be placed with small-business enterprises, and to maintain and 
strengthen the overall economy of the Nation. 

1. Procurement assistance.— To assist sma!] business to obtain a larger proportion 
of Government procurement, six major activities have been initiated: (a) Joint 
determinations with the military and other procurement agencies of proposed 
procurements which are suitable for production by small plants and the restricting 
of the bidding on such purchases to small firms; (6) issuance of certificates of 
competency, as to ——— and credit, of any small-business concern or group of 
such concerns to perform a specific Government contract; (c) efforts to increase 
utilization of small-plant facilities by subcontracts from large prime contractors; 
(d, assistance in the formation of production pools; (e, inventorying of productive 
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facilities of small-business concerns; and (f) such other forms of assistance as will 
—— in total to a greater utilization of the production potential of small 
rms. 

2. Production assistance.—Technical advice and counsel are given to small firms 
requesting assistance in overcoming a wide variety of production and management 
problems, such as plant layout, materials handling, process engineering, production 
planning and control, safety engineering, packaging and organization and man- 
power requirements. Similarly, assistance is made available to small firms needing 
technical advice and counsel in connection with the conversion from defense to 
civilian production. Such advice, counsel and assistance is rendered personally 
by professional staff members as well as by the use of technical and management 
aid pamphlets covering problems of limited scope but common to many small- 
business concerns. Also, aid is furnished to small firms encountering difficulty 
in obtaining critical and/or scarce materials and new or used equipment essential 
to their performance under contracts. In addition, representation on behalf of 
small business is made to appropriate Federal agencies in connection with any 
programs involving the control or allocation of materials and equipment to insure 
a fair and equitable share of materials, supplies and equipment to small-business 
concerns. 

3. Financial assistance—other than direct lending.—Pursuant to its basic statu- 
tory authority, Small Business Administration provides financial management 
guidance to small firms seeking aid, with such assistance given being directed 
towards (1) obviating to the maximum extent possible the necessity for outside 
financing; (2) improving the attractiveness of such concerns as risks for credit 
and capital when financing is necessary; and (3) when necessary, facilitating 
transactions with the private lending system and the systems of direct and 
indirect financial aids provided by the Government. 

4. Financial assistance—direct lending.—Small Business Administration is em- 
powered to assist small-business concerns by making loans, directly or in partici- 
pation with banks or other financial institutions. The Administration is also 
empowered to make such loans as it may determine to be necessary or appropriate 
to aid and assist victims of floods or other catastrophes. It is estimated that 
during the fiscal year 1955 approximately 700 small business loans at an average 
of $50,000 each will be authorized as compared to an estimate of 350 loans, also 
at an average of $50,000 each, in 1954. With respect to disaster loans, it is 
anticipated that approximately 500 loans, amounting to $2,500,000, will be made 
in each of the 2 fiscal years 1954 and 1955. 


1955 budget estimate 


Supported by the economic outlook discussed above and the greater number of 
small businesses for which the Small Business Administration has the responsibility 
to aid and assist, the upward trend experienced in workload in fiseal year 1953 
by the Small Defense Plants Administration for other than direct leading will 
continue generally in fiscal years 1954 and 1955. 

It is believed that procurement assistance will reach a peak early in fiseal year 
1955, level off, and continue at that level for the balance of fiscal year 1955. 

It is estimated that production assistance will remain fairly constant in 1954 
and show a slight increase in the fiscal vear 1955. 

It is anticipated that financial counseli»g activities will continue at about the 
present level with an increase in direct lending activities. As loans are made, 
the additional responsibility of servicing and administration of loans will be 
added to the workload. 

The requirements for the fiscal year 1955 reflect the above general workload 
estimates. In 1954 the Congress appropriated $2,200,000 for other than financial 
assistance activities, plus not to exceed $1,575,000 as a transfer from a revolving 
fund authorized under section 204 (b) for administrative expenses in connection 
with financial assistance activities, or a total of $3,775,000. It is estimated that 
the requirements for 1954 against these appropriations will amount to $3,725,000. 
An appropriation of $2,650,000 plus $1,650,000 as a transfer from the revolving 
fund is being requested, for a total of $4,300,000 which represents an increase of 
$575,000. Of this increase, $350,000 represents annualization of 1954 costs, 
and $225,000 represents increased requirements. 

The following tabulation indicates by types of activity the requirements of the 
Small Business Administration for 11 months of fiscal year 1954 and for fiscal 
year 1955 in terms of average employment and total dollar requirements. 


Average em- | Average em- | 
ployment | ployment 


Amount 


Procurement assistance 227 $1, 870, 200 . $2, 023, 900 
Production assistance 36 298, 000 | 420 333, 900 
Financia! assistance other than direct evrence 3 260, 800 | : 292, 200 
Financial assistance, direct lending : A 296, 000 93 | 1, 650, 000 


725, 000 | 537 $4, 300, 000 


Organization 


The Small Business Administration has been organized with a central office 
located in Washington, D. C., charged primarily with programing and policy 
determinations, with 13 regional offices, 17 branch offices, and personnel stationed 
in various Department of Defense procurement centers throughout the country 
to carry on actual operations. 

There are no administrative personnel located in any of the field offices, since 
all administrative and fiscal functions are performed centrally in the Washington 
office tor all levels of the organization. 

Section 204 (d) created a Loan Policy Board of the Small Business Administra- 
tion, consisting of the following members who are ex officio: The Administrator 
as Chairman, the Secretary of the Treasury, and the Secretary of Commerce. 
Kither of the said Secretaries may designate an officer of his Department who has 
been appointed by the President by and with the advice and consent of the Senate, 
to act in his stead as a member of the Loan Policy Board with respect to any 
matter or matters. The Loan Policy Board establishes general policies (par- 
ticularly with reference to public interest involved in the granting and denial of 
applications and financial assistance by the administration and with reference to 
the coordination of the functions of the administration with respect to the activi- 
ties and policies of the Government) which shall govern the granting and denial 
of applications for financial assistance by the Administration. 

The following tabulation shows a comparison of the number of positions and 
average employment in fiscal years 1954 and 1955 for the Small Business Adminis- 
tration by organizational unit in the Washington office and for regional and 
branch offices and procurement centers in the field. 


Number of positions and average employment by organizational unit fiscal years 
P nproy 
1954 and 1955 


1954 1955 


Organizational unit | 
| Average Number of Average 
| June 30, 1954 | | employment positions | employme nt 


Washington offices: 
Administrator 
Compliance and security 
General Counsel. - 
Information and assistance _ 
Management.____. 
Procurement assistance 
Financial assistance. 
Production assistance - 
Office of economic adviser __- 


Total, Washington offices. 
Regional and branch offices ___- 
Procurement centers. 


N 


285 


Total, permanent. 
Temporary Washington office) 


Grand total 


1954 1955 
— 
. 
18 18 18. 0 
9 9 9.0 
14 | 14 14.0 
16 | 16 | 16.0 
33 | 33 | 32.0 
43 | 43 42.0 
23 | 23 22.7 
24 | 24 23. 0 
20 | 0 20 20.0 
10 | 0 10 10.0 
210 | 181.1 | 210 | 206. 7 
260 | 217.2 280 275.0 
55 | 49.9 5h 54.0 
525 | 448.2) 545 535. 7 
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Comparison of budget estimates, fiscal years 1954 and 1955 


1954 
and 1955in- 
Estimate 1954 Estimate 1955 crease (+), de- 
crease (— 
Page 
Activities and object classification num- 
her Aver- Aver- Aver- 
age age age 
em- | Amount| em- | Amount! em- | Amount 
ploy- ploy- ploy- 
} ment ment ment 
01 Personal services: 
Procurement assistance 19 227|$1, 541, 800 263|$1, 816, 600, +36|+$274, 800 
Production assistance - 36 36) 246, 700 43) 296, 600 +7} +40, 900 
Financial assistance other than. 
direct lending 43 32) 215, 800 38! 259, 500) +6, +43, 700 
Financial assistance, direct 
aan 48 159) 1, 070, 200 200 193) 1, 334, 600 +255, 400 
Total 01 Personal services 454] 3, 083, 500 500 3, 707, 300) +83) 4-623, 300 
00 Other objects: 
02 Travel. 55 by 186, 900) 245, 700 +58, 800 
03 Transportation of things. 58]. 9, 200) _ 5, 900) ....| 8,300 
04 Communication services... 146, 400} 145, 800). 
06 Printing and reproduction 63 “51, 500|........| 32 100).- —19, 400 
07 Other contractual services 13,300 16, 100) +2) 800 
Services performed by other j | 
O8 Supplies and materials... 40, 200, +5, 600 
09 Equipment... 67... 43, 8, 000] 
11 Grants, subsidies and con- 
tributions — 75, 000)... ....- 40, —35, 000 
15 Taxes and assessments. 28, 500]_....... +3, 500 
Total 00 Other 641, 802, 700)... —48, 800 
Tote] 3, 725, 000). .......| 4, 300, +575, 000 
Unobligated balance, estimated savings | 
Unused portion of transfer authority | 
available out of revolving fund. | —18, 200 
Total appropriation and transfer | } 
authority 3, 775, 000)... 4,300, 000 +525, 000 


Statement relating appropriation estimate to current appropriation 


Salaries and expenses, Small Business Administration: 


1954 appropriation and authorization—_-_...--.------------- $3, 775, 000 
Authorization for transfer from ‘revolving fund, Small Business 
Base for 1955 (11 months’ operations—Aug. 1, 1953 to June 30, 
Increases: 
Additional amount required to adjust base to a full year’s 
Costs of increase in staff in 1955__..............----.--- : 


Authorization for transfer from “revolving fund, Small Busi- 


ness Administration” 
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Procurement assistance 


Increase 


| 
Estimated Estimated 
1954 1955 


Obligations $2, 023, 900 $153, 700 
227 263 36 


Average employment 


PROGRAM OBJECTIVES 


Section 202 of the Small Business Act of 1953 says, ‘“‘It is the declared policy 
of the Congress that the Government should aid, counsel, assist, and protect in- 
sofar as is possible the interests of small-business concerns in order to preserve 
free competitive enterprise, to insure that a fair proportion of tne total purchases 
and contracts for supplies and services for the Government be placed with small- 
business enterprises, and to maintain and strengthen the overall economy of the 
Nation.” This policy was developed in part because small companies are more 
vulnerable to the stresses and crippling dislocations of a mobilization program 
than large corporations which can more easily overcome these obstacles. It was 
also developed in part in recognition of the need for protecting our economy 
through a greater diffusion of military procurement which would speed production, 
spread know-how, and increase strategic disbursal of industry and retain the pro- 
ductive potential of small plants as was found so vital during World War II. 

Just what constitutes a ‘‘fair proportion” was not set forth in the act, but the 
House Small Business Committee previously has recommended that the military 
establish 35 percent as the small-business target. During World War II, the 
Smaller War Plants Corporation was instrumental in raising the proportion of 
Government procurement going to small business up to about 30 percent of the 
total Government defense procurement. When one considers that small-business 
concerns handle nearly half of all the manufacturing volume in the United States, 
employ 55 percent of all manufacturing labor, and comprise 98 percent of all man- 
ufacturing establishments in the country, the target of 35 percent does not appear 
unreasonable. 

At the beginning of the Korean conflict the small business participation in the 
total defense procurement dollar was 24.5 percent. During the fiscal year 1951 
this dropped to 20.9 percent and in 1952 small-business participation declined to 
17.2 percent of the total dollar. This downward trend has not as yet been halted 
as the final report for fiscal year 1953 discloses that small business received only 
16.1 percent of the total defense dollar. 

To assist small business obtain a larger proportion of Government procurement, 
the following six major activities have been initiated: (1) Joint determinations, 
(2) certificates of competency, (3) subcontracting assistance, (4) production pools, 
(5) facilities inventory, and (6) other procurement assistance. These are discussed 
in greater detail in the following paragraphs: 


COMPONENT ACTIVITIES 


(1) Joint determinations 


(a) How program operates.—Section 214 provides that small-business concerns 
shall receive any award or contract or any part thereof as to which it is determined 
by the Administration and the contracting procurement agency to be in the 
interest of mobilizing the Nation’s full productive capacity, or to be in the interest 
of war or national defense programs. 

Pursuant to this provision, implementing directives have been issued by the 
Department of Army, Navy, and Air Force for the joint screening of proposed 
purchases by Small Business Administration and military personnel and the 
restricting of the bidding on such purchases that are suitable for production by 
small plants. If the joint determination is made for 100 percent of the proposed 
procurement, the contracting officer proceeds to buy in the normal manner, either 
through advertising or negotiation, notifying all concerned that such procurement 
is restricted to small business. If only a partial joint determination is made, the 
portion not restricted is advertised to any and all who are interested and the 
award is made to the lowest competent bidder. The portion reserved for small 
business is then negotiated with small firms based on the price established by the 
advertised portion. 


| 


810 


At the time joint determinations are made, notifications are sent to each of our 
field offices which might have small firms competent to bid on such procurement. 
The field offices screen their facility inventory files, select those firms which have 
the productive facilities, as well as the probable open capacity, and notify sueh 
firms of the proposed procurement. 

Under an operating procedure established by Small Defense Plants Administ ra- 
tion with the Veterans’ Administration, the screening was to have been done by a 
committee of three, a permanent chairman appointed by the Procurement Divis- 
ion of the Veterans’ Administration, the Small Defense Plants Administration 
representative and the chief of the commodity section (Veterans’ Administ rat ion) 
who had jurisdiction over the procurement or procurements being screened. The 
chairman as an ex officio member was to cast the deciding \ote only in case of dis- 
agreement. This procedure differed from that in use in the military buying in that 
the lowest small-business concern bidder would be permitted, in the event he was 
not the low bidder, to match the lowest bid submitted, and was to be awarded the 
contract in the event he agreed to match the low bid. 

Under this procedure 39 joint determinations were made on Veterans’ Adminis- 
tration procurements. Numerous difficnlties were encountered subsequently in 
the application of the bid matching technique, and the procedure was finally aban- 
doned. Negotiation is under way again for an operation similar to that now in 
effect in the Defense Department. 

The major portion of Atomic Energy contracts are placed with a small number of 
large firms with vast technological resources and extensive know-how in all phases 
of engineering. This difference between Atomic Energy Commission operations 
and the procedures of the Department of Defense in procurement precludes any 
possibility of a joint determination program. It was, therefore, agreed with the 
Commission that each Small Business Administration regional office will establish 
working relations with appropriate Atomic Energy Commission operations offices 
and their cost-type contractors for the purpose of exchanging information as re- 
gards both procurement opportunities and subcontracting opportunities for quali- 
fied small-business concerns. 

Atomic Energy Commission operations offices will provide information on 
appropriate procurement and subcontracting opportunities suitable for small- 
business concerns. In turn, Small Business Administration regional offices will 
suggest the names of qualified small-business concerns who desire to participate 
in the bidding or negotiation of such procurements or subcontracts. 

This program is just getting under way, but it is already indicated that excellent 
results will be forthcoming. 

Proposals were made by Small Defense Plants Administration to the General 
Services Administration in June 1952 for conducting a joint determination pro- 

am for purchases by that agency, which proposals were subsequently rejected 

y the General Services Administration. There is now evidence of renewed 
interest on General Services Administration’s part and it is possible that agreement 
may be forthcoming in the near future. 

(b) Current progress.—Because of the delays in the issuance of the directives 
to place the joint determination program into effect and ensuing delays in staffing, 
the Small Defense Plants Administration joint determination operation for the 
fiscal year 1953 was estimated to be only 50 percent operative. As personnel 
was available for the major procurement centers, the volume of joint determina- 
tions accelerated rapidly, but at no time during fiscal year 1953 was the Small 
Defense Plants Administration staffing pattern complete. The increased volume 
was also effected as the initial problems encountered by the Smal! Defense Plants 
Administration representatives in procurement centers were solved. 

It is planned to staff 40 of the major procurement installations with 35 Small 
Business Administration representatives. During fiscal year 1953, these 40 
installations purchased approximately $23% billion, and of this amount, approxi- 
mately $2.6 billion was awarded to small business concerns. This procurement 
volume is estimated at $18 billion for fiscal year 1954. Major reduction in pur- 
chasing at these installations will, of course, be in the Department of the Air 
Force. It is logical to assume, therefore, that the volume of procurement awarded 
to small business in 1953 should represent an approximate figure to serve as a 
“floor’’ for fiscal year 1954. 

Under its operations through the close of the fiseal year 1953, the Small Defense 
Plants Administration initiated joint determinations for approximately $1 billion, 
but only a little over 50 percent of this was agreed to by the military departments. 
With maximum cooperation and full scale operation, the Small Business Admini- 
stration should be successful in 1954 in making joint determinations to the exten 
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of 34 to 4 billion dollars. In the smaller purchasing offices where plans do not 
call for Small Business Administration representation, small-business participation 
is well above the national average. If, then, a minimum of 3} to 4 billion dollars 
can be awarded under the Small Business Administration program, a very sub- 
stantial increase in the total participation of small-business concerns in the over- 
all Government procurement dollar is certain to result. 

The above estimates are partially substantiated by Department of Defense 
statistics for fiscal year 1953. Their report discloses that $6.2 billion of their 
totel purchases were suitable for small-business concerns and that 74.2 percent 
of this amount was awarded to small manufacturers. Again taking into considera- 
tion that the reduced spending will mostly affect the type of items suitable for 
manufacture by large concerns, the $6.2 billion figure for fiscal year 1953 can 
certainly be used as a minimum potential for small-business concerns. According 
to the figures available, it is estimated that approximately $2 billion of the small- 
business awards were made by the smaller installations where Small Business 
Administration will not have representation. If the goal of $3.5 to $4 billion of 
awards under the joint determination program is achieved, there is every possi- 
bility of small business participation approximating the $6.2 billion figure. 
Under the joint determination program, new qualified suppliers are continually 
being referred to the military departments. Ample capacity is available among 
thousands of small manufacturers to produce virtually all defense items which 
can be classified as suitable for small business. 

The following table gives the detailed results of the Small Defense Plants 
Administration joint determination program through the close of the fiscal yoar 
1953: 

Small Defense Plants Administration, joint determination activity 


(Number and dollar value, through June 30, 1953] 


| | 
| Veterans’ 


| Administration | Total 


| | 
Army Navy Air Force 


Purchase requests 
screened: 
Number._.- 4,017 3, 461 3, 394 | 10, 923 
Estimated value...| 1, 959, 725, 976 938, 205,307 | 5, 933, 699, 854 j 8, 833, 530, 701 
Joint determinations 
initiated: 
Number 1, 739 1, 053 422 41 3, 255 
Estimated value __ 542, 485, 922 226, 354, 821 199, 804, 253 970, 112, 589 
Joint determinations 
made: 


€ 


1, 196 589 329 3 lk 
Estimated value__- 339, 811, 977 128, 101, 356 103, 597, 636 , 67% 572, 810, 642 


(c) Outlook for 1954 and 1955.—Information is not presently available as to 
the probable size of the defense procurement program in 1955, although an overall 
decrease is indicated. How this decrease might be distributed among the services 
and how it might be applied to different types of procurements could make a 
substantial difference in the effect it would have on small business. Certainly 
small business is not going to be helped by a decrease in total procurement avail- 
able; consequently, the burden placed on Small Business Administration will be 
even greater in order to obtain a fair proportion of defense procurement for small 
business. 

It is estimated that the peak to this activity will be reached in 1954 and level 
off, with a continuation at this level in the fiscal year 1955. 


(2) Certificates of competency 

(a) How program operates.—Section 212 (d) of the Small Business Act of 1952, 
as approved July 30, 1953, empowers Small Business Administration ‘‘to certify 
to Government procurement officers with respect to the competency, as to capacity 
and credit, of any small-business concern or group of such concerns to perform a 
specific Government procurement contract.” Section 213 provides that “‘the 
officers of the Government having procurement powers are directed to accept such 
certification as conclusive, and are authorized to let such Government procure- 
ment contract to such coneern or group of concerns without requiring it to meet 
any other requirement with respect to capacity and credit.” 

If a small-business enterprise or group of small-business concerns is the low 
bidder upon, or is within negotiation range of, a Government contract and is being 


812 


rejected because of a question of adequacy of credit or capacity to produce, such 
concern or up of concerns may apply to Small Business Administration for a 
certificate of competency. An investigation is conducted by a financial specialist 
of the regional or branch office of the financial position of the applicant, its credit 
standing, and other factors which would influence its ability to finance the work. 
Also, a detailed survey of the plant and production facilities, including an appraisa! 
of the management’s manufacturing experience and technical ability, is made by a 
production specialist from the regional office. Based upon these findings, recom- 
mendations are forwarded to Washington for review, additional investigation or 
survey before submission to a board of review for final decision and notification 
to the appropriate procurement office. 

After a certificate has been issued and a contract awarded, a system of followup 
inspection is placed in operation in order to assist such firms in the event subse- 
quent difficulty is encountered in financing the contract performance or in main- 
taining production schedules. Through periodic visits, it has been possible in a 
number of instances to anticipate and detect potential problems before they 
became serious. 

(b) Current progress. —The authority of Small Business Administration (and 
of its predecessor, Small Defense Plants Administration) to certify a small- 
business concern or production pool as financially and technically competent to 
perform a Government contract has proved to be a valuable aid in increasing 
the small-business share in Government procurement. Additionally, since the 
first certificate was issued by Small Defense Plants Administration in February 
1952, the Government has saved more than $5 million in military procurement 
costs as a direct result of the issuance of such certificates. 

A summarization of certificate operations under the Small Defense Plants 
Administration is presented below, cumulative through July 3, 1953: 


Approximate 
Applications | contract valua- 
tion 
‘Total applications received 183 | $130, 540, 343. 79 


Total ineligible and declined 
i, 


35 33, 304, 073. 32 
122 69, 505, 820. 33 
1, 095, 248. 75 


Of the 183 applications for certificates received through July 3, 1953, about 72 
on or 132 requests, have been filed since the first of the calendar year. The 
ollowing tabulation shows the regular rise in applications received since that 
date: 


| Approximate 

| Applications contract 

valuation 
February 1953... 13 5, 353, 543. 09 
March 1963... ........ 18 8, 869, 761. 86 
26 | 21,331, 606. 79 
“ae 18 8, 236, 526. 90 
31 | 13, 554, 968. 08 


(c) Outlook for 1954 and 1955.—As noted above, there has been a steady increase 
each month in the number of requests for certificates of competency. This has 
been due in part to a high level in procurement dollar activity and in part to the 
fact that many of the procurement centers only recently have became aware of 
the existence of the certificate of competency program. With the leveling off, or 
oor maa lessening of Government procurement, it is anticipated that the small- 

usiness enterprises or groups of small-business concerns, eager to obtain Gov- 
ernment contracts while attempting to plumb the civilian market before total 
reconversion, will request the assistance of the Small Business Administration 
through the certificate of competency program. It is anticipated that requests 
for certificates of competency will level off at about 25 to 30 per month and 
continue at that level through the fiscal year 1955. 

Arrangements have been made whereby the Small Business Administration 
representatives at procurement centers will be notified in the event any small 
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firm which otherwise would receive the contract will be denied such award because 
of an apparent lack of credit or capacity. Upon receipt of such notification, the 
Small Business Administration representative notified the regional office involved 
of the need for action and requests an extension of time prior to award to allow 
an inspection of the plant. In view of this recent development, it is very possible 
that the above estimate will be an understatement of the volume which will result. 


(3) Subcontracting assistance 

(a) How program operates— Many of the items procured by the Government 
are of such @ nature as to preclude their production by small plants. In order 
to better achieve the objective outlined in section 212 (b), a program has been 
developed to assist small business to participate in the production of the larger 
items by increasing the amount of subcontracting to small firms. This program 
is carried on through visits made by various industrial and production specialists 
of our field offices to the offices of large prime contractors and working with them 
in supplying the names of eligible small plants which are capable of producing 
many of the smaller parts and components required by the prime contractor. 
This assistance is facilitated through the use of rapidly increasing facilities in- 
ventories which are explained in later paragraphs. 

(b) Current progress—Some indication of the size of the activity which has been 
carried on in the field of subcontracting is indicated by the following data covering 
the period July 1, 1952, through June 1953. 


Requests for subcontractors from primes 3, 068 


The above figures with respect to number and value of contrects resulting from 
referrals are somewhat misleading in that only partial reports have been received 
as to the contracts which those firms, referred have received. Many of those 
reporting have done so on a voluntary basis with an expression of appreciation 
for the assistance rendered. 

Mary of the regional offices got off to a late start on their subcontracting 
program and only in the past few months have been able to do any substantial 
volume of work in this field. For example, 3 of the older Small Defense Plants 
Administration regional offices accounted for approximately 74 percent of the 
total reported above on number of contracts resulting from referrals. 

One factor which has aided this activity was the agreement obtained from the 
Renegotiation Board to the effect that favorable consideration will be given to 
the extent to which a prime contractor utilizes facilities and services of small- 
business concerns which might otherwise have been overlooked. 

(c) Outlook for 1954 and 1955.—As defense purchasing tapers off, there is a 
tendency for large firms to use fewer subcontractors and to retain more of the 
work in their own plants. This will require redoubled efforts on the part of Small 
Business Administration to uncover all possible subcontracting opportunities for 
small firms. As our facility inventory records become more complete and as 
prime contractors become more experienced in utilizing our facilities, it is antici- 
pated that this activity will be of increased assistance to small business in 1954 
and 1955. 

In view of an anticipated decrease in military spending, every effort will be 
made to expand subcontracting activities of essential civilian manufacturers. 
Local small-business boards in each region will assist in this activity to insure a 
better balanced and more even local economy. 

An agreement has been reached with the Atomic Energy Commission whereby 
Small Business Administration regional offices and Atomic Energy Commission 
prime contractors will cooperate in all cases where subcontracts suitable for 
manufacture by small business are to be let. Appropriate regional offices will be 
furnished with adequate information regarding the proposed subcontract to allow 
referral of qualified small manufacturers to the prime contractor. 

It is anticipated that this activity will reach a peak in 1954 and level off, and 
continue at that level in 1955. 


(4) Production pools 
(a) How program operates.—In order to give small business a better opportunity 


to participate in defense production, Congress provided, in section 217 of the 
Small Business Act of 1953, for the formation of voluntary associations and pro- 
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Number of contracts resulting from referrals_..........._-._____- 733 
'§ Value of contracts resulting from referrals._........-........... $19, 461, 178 
d 
¥ 
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cedures to establish production pools. On October 14, 1953, Exeeutive Order 
10493 was signed delegating to the Administrator of Small Business Administration 
the authority to approve small business production pools following coordination 
with the Department of Justice and the Federal Trade Commission. 

When a group of small firms becomes interested in pooling facilities and bidding 
as a group on defense production, initial contact is made with a Small Business 
Administration office. Information and advice is given to the group concerning 
the procedure to be followed and the rules and regulations pertaining tc the forma- 
tion of a production pool. If, after considering this information, the group desires 
to proceed further, it forwards a request to a Small Business Administration 
office for an initial meeting of representatives of all interested parties. Providing 
this reauest, which lists the firms interested, indicates the eligibilitv of the pro- 
spective group, arrangements are made for such a meeting to be presided over by 
a representative of the Small Business Administration at the locale of the organizer. 
\fter the proposal has been thoroughlv examined and the group decides to seek 
governmental approval, a formal application is then filed together with a descrip- 
tion of the proposed plan of operation. 

When the pool bas been formally approved, engineers of the Small Business 
\dministration will assist production and engineering staffs of the members of 
the pool in determining what the pool can produce that the Government is 
purchasing. 

The Office of Procurement Assistance will request from the pool: a list of specific 
items which thev are best qualified to produce. When these lists are received by 
the Small Business Administration, ‘hev will be distributed to the Small Business 
Administration representatives in the procurement centers purchasing the item. 
During the screening process, those items designated by the pools will be segregated 
and bidding opportunities will be forwarded to the respective pools, 

(b) Current vrogress.—Prior to the establishment of Small Business Adminis- 
tration, 26 such pools had been approved under the Defense Preduction Act of 
1950. They have reached. a total membership of 576 companies with over 27,700 
emplovees. Fwvecutive Order 10492, referred to above, authorizes the Adminis- 
trator of Small Rusiness Administration to effect changes in the composition of, or 
take other action respecting, these small-business production pools approved under 
the Defense Production Act. 

To date, no pools have been approved by Small Business Administration al- 
though nine groups have either filed or are completing applications. 

(°) Out'ook for 1954 and 1955.—In view ot changing defense demands, the out- 
look for pools in 1954 and 1955 is uncertain, Tt seems likelv there may be some 
inerease in the number of requests for information about pools and in applications 
for approval. This is due te the fact that certain small plants, finding it more 
diffeult to obtain defense business, may turn to the pooling device as a possible 
means of securing defense contracts. 

(5) Faci'ities irvertory 

(7) How program operates.—Section 210 (a) empowers the Administration 
“whenever it determines such action is necessary to make a complete inventory 
of all productive facilities of small business concerns which can be used for war or 
defense production, or to arrange for such inventory to be made bv anv other 
governmental agency which has the facilities,’’ This section also provides that 
the States may be requested to furnish such Statewide inventories as are available 
or in prospect. Fxploratorv investigations of the nature of the undertaking have 
indicated that facility inventories would best be compiled and maintained hy the 
States. Moreover, this is in keeping with the Administration’s desire to d-cer- 
tralize its operation and to utilize as fullv as possible local means and resources in 
all phases of assistance to small businesses. 

As a steppingstone toward a nationwide inventory, and for its usefulness in 
providing currently needed information more rapidly than could be obtained by 
starting a nationwide program of complete facility inventories by each of the 
States, it has been found desirable to accumulate small business productive 
inventory information at each regional office. Under the present arrangement 
those small firms desiring Government prime or subcontract procurement assist- 
ance furnish Small Business Administration regional offices with information as 
to products normally manufactured, products capable of being manufactured for 
defense and essential civilian use, estimates of productive capacity and lists of 
equipment and machinery. A basic information file is maintained alphabetically 
by company names, which is expanded by a secondary file made up of cards 
showing the industry classification of each company. As regional offices receive 
information on proposed procurements or need for specialized production facili- 
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ties, the inventory records constitute a source of ready information on firms that 
can qualify for the production involved. 

The records constitute the foundation upon which a comprehensive nationwide 
small business productive facility inventory can be built whenever the Adminis- 
tration determines such action is necessary. 

(b) Current progress.—Approximately 15,000 small concerns had availed them- 
selves of the opportunity of registering their facilities in the various Small Busi- 
ness Administration regional offices as of September 30, 1953. New registrations 
are being made daily. Owing to the active, repetitive contact work carried on in 
all Small Business Administration field offices with the small firms that have 
registered, these records are under continuing review. 

(ec) Outlook for 1954 and 1955—The present outlook indicates that further 
expansion of the facilities inventory will, for the time being, consist largely of 
additions made by those small companies voluntarily registering at Small Business 
Administration regional offices for the purpose of placing themselves in line for 
assistance in obtaining Government prime or subcontracts, or, as Small Business 
Administration activities in the area expand, contracts with buyers in private 
industry. Budgetary considerations will probably preclude, for some time to 
come, the expenditures necessary to meet the very considerable cost that would 
be incurred by any action, other than of a purely exploratory nature, aimed 
toward expansion of a nationwide small-business facilities inventory, other than is 
now occurring, as indicated above, on a voluntary basis. 


(6) Other procurement assistance 


Following are some of the other ways in which procurement assistance is 
rendered small business. 

(a) Advice and counsel is given to representatives of small firms on methods of 
being placed on bidders lists, information as to which agencies buy specifie items 
and the location of such agencies, rights under advertised bidding and negotiation, 
and pitfalls to be avoided in preparation of bids, ete. In addition, assistance is 
sometimes rendered individual small plants who are producing under Govern- 
ment contracts and require help in negotiating changes such as deviations, 
extensions of time, ete. Such advice and counsel is provided in person by staff 
specialists, as well as by the publication of technical and management aid pam- 
phlets which are designed to provide practical answers to the many problems 
confronting smal]) firms desiring to participate in furnishing goods and services 
to the Government. 

(b) In many instances procurement centers have requested aid from field offices 
in locating additional sources of supply, which information has been furnished 
primarily from our facility inventory records. 

(c) Literature in the form of manuals and other similar publications is main- 
tained and made available on methods of obtaining defense contracts with the 
various services. In addition, the procurement manual which identified the 
services and locations where all of the various items are purchased, military and 
civilian, is presently being brought up to date. This manual will also provide an 
index of the Federal specification libraries and will contain data on the certificate 
of competency, joint determination, and other services being furnished by this 
agency. 

(d) In addition to the joint determinations, the various regional offices obtain 
information on an informal and local basis as to other proposed procurements 
which small business would be qualified to handle and make referrals of such data 
in the same manner as that employed in the joint determination program. During 
the period July 1952 through June 1953, over 32,000 such notifications were given 
to small plants which resulted in 1,113 awards amounting to approximately 
$111,959,696. 

(e) It is anticipated that State and local purchasing offices will cooperate with 
regional offices and local boards for more widespread dissemination of procurement 
information. 

(f) Negotiations are conducted at the Washington level with the military 
services for such changes as appear advisable in order to improve the procurement 
assistance program for small business sucb as attempting to improve the lead 
time on buying, making prints and specifications available in more localities, the 
initiation of joint determination activity in additional procurement centers, ete. 

(g) Under an interchange of information program between the Small Business 
Administration and the General Services Administration, the General Services 
Administration has arranged that the SBA regional offices will be informed of all 
purchases to be made by the General Services Administration in the area serviced 
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by that particular ional office. In addition, SBA field offices will, upon 
request from GSA, make surveys and recommendations as to the competency of 
individual small firms bidding on GSA purchases of goods and services. 


PERSONNEL REQUIREMENTS 


The following tabulation shows a summary comparison between fiscal years 
1954 and 1955 of the number of permanent positions and average employment 
allocated to this activity in the Washington office, regional and branch offices 
and procurement centers: 


| Average employment Permanent positions 
1954 1955 | Increase 1955 | Increase 
Regional and branch offices... 89 112 +23 105 115 +10 
Procurement centers. 50 54 +4 55 
dave 227 263 +36 258 268 | +10 


The inerease in 1955 of 10 positions allocated to this activity for regional and 
branch offices is predicated upon developing greater State participation in our 
program. 

Increases in average employment are related to the above increase in positions, 
plus annualization of 1954 average employment. The annualization factor arises 
since Small Business Administration was in existence for only 11 months of fiscal 
year 1954. 

The employment indicated is in consonance with the anticipated workload 
reaching a peak early in 1955, leveling off, and maintaining that level through the 
balance of fiseal year 1955, 


Production assistance 


Therease 


PROGRAM OBJECTIVES 


One of the fields of assistance believed by this administration to be essential to 
any Well balanced approach to the basic small business problem has to do with 
the production and related aspects of small business operation. Small companies 
often obtain a Government contract, only to discover that unforeseen production 
problems may seriously threaten completion of the contract on a financially sstis- 
factory basis, or that a problem in materials or equipment may stop operations 
completely. Other small concerns are finding that their production processes 
and methods need careful reexamination if they are to compete successfully in a 
mobilization cut back economy. Liaison with other Government agencies to 
represent small business on all matters pertaining to nationwide control of materi- 
als and equipment is frequently necessary if small firms are to avoid being placed 
at a severe disadvantage. All of these considerations, and others not mentioned 
here but similar in nature, combine to make up the production assistance activity 
of the Small Business Administration. 

In this broad field of assistance, two main categories are involved: (1) Produc- 
tion assistance and (2) Assistance relating to materials and equipment. 


COMPONENT ACTIVITIES 


(1) Production assistance 

(a) How program operates.—An important part of the endeavor of the Small 
Business Administration to assist small firms with their problems has to do with 
technical assistance on all matters relating to plant operation and product delivery. 
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This naturally embraces a very broad technology, as small firms are well repres- 
sented in all phases of American industry. Here solutions are offered to those 
problems which arise in the sphere of making and distributing the product, as 
distinguished from financing. The Small Business Administration technical 
personnel, at the regional level as well as at the Washington headquarters, strive 
to make available to small companies the latest technical practices and methods 
to safeguard their position in the American economy. 

Section 207 (e) empowers the Administration to aid small business concerns by 
advising and counseling them on the technical aspects of their operetions, by 
maintaining a clearinghouse for information pertaining to such matters, and by 
such other activities as are deemed appropriate by the Administration. Firsthand 
contact with many small business concerns in a wide variety of categories has 
shown conclusively that sound technical advice can bring about sharp improve- 
ment in the operation of the business, with consequent benefit to the owners. 

Smell plants very frequently are, by budgetary limitations, prevented from 
making the proper examination of ‘their own technical operetions, as could be 
done by engaging private consulting services. Research and development work 
in connection with their products or processes likewise suffers, for the same reason. 
Neturally, @ wide variety of problems, such as plant layout, materials handling, 
process engineering, production planning and control, safety engineering, pack- 
aging, and organization and manpower requirements are encountered. Assistance 
throughout this whole broad range of problems is rendered small! firms at the re- 
gional level by technically trained personnel ettached to the regional offices. 
These specialists make on-the-spot visits to those small firms requesting assistance, 
diagnose the trouble, and suggest appropriate remedies which are based on the 
best current practice in the technical area under consideretion. In addition to 
technical advice and counsel in person, assistance is made available through the 
publication and distribution of pamphlets designed to provide practical answers 
to the management and shop operating problems encountered by the owners 
and operators of small-business firms. 

All the problems are handled in the field insofar as field resources permit. 
Those which cannot be handled in this way are referred to Washington office 
technical personnel for handling. Guide lines for the entire operation are set up 
and operation under them constantly observed by the Washington office. Tech- 
nical assistance in dealing with the military services on technical matters is given 
those small firms desiring it. This obviates the need for a representative of the 
small firm to visit the military service activity involved, which, in a great many 
cases, is located in Washington. Problems pertaining to restrictive procurement 
specifications and product qualification tests, among others, appear in this group. 

(b) Current progress —During the fiscal year 1953, Small Defense Plants 
Administration rendered technical assistance to approximately 3,000 smell 
businesses. The largest single category consisted of small firms engaged in 
metal fabrication. In the same period approximately 535,000 technical and 
management aid pamphlets were distributed to firms and individuals in response 
to requests. Technical advice is currently being given to small establishments 
and surveys of small firms are currently being made to determine their technical 
capabilities in connection with certificetes of competency and loan applications. 
It is anticipated that the number of requests for services of all kinds will increase 
as availability of the service becomes more generally known. 

(c) Outlook for 1954 and 1955.—The anticipated reduction in Government 
procurement and utilization of fewer productive facilities is expected to result 
in a greater number of small concerns being compelled to revert to the production 
of civilian goods. This is expected to result in a considerable increase in the 
demand from small companies for technical assistance. Reflecting the Adminis- 
tration’s interest in providing local solutions to small business problems, plans 
are being made to enlist the help of such local sources of technical information 
and assistance as educatione institutions, technical societies and similar activities 
possessing vast amounts of technical information which can be turned to the 
purpose of helping small firms. Guide lines for this activity will be established 
by the Washington Office and its operation reviewed continually in order to 
obtain the utmost benefit possible for small businesses. In addition to a changing 
defense procurement situation, any general economic leveling off, such as has 
been predicted in many quarters, would sharpen the interest of all business, large 
and small firms alike, in attaining the utmost efficiency in all phases of operation. 
This would further increase the call on the Small Business Administration for 
technical assistance by small firms. 
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(2) Materials and equipment assistance 


(a) How program operates.—The besic objective is to insure that smell business 
concerns receive their fair share of the materials, equipment and supplies for 
defense or essentiel civilin production. 

Although the Controlled Materials Plan has been replaced by the simpler De- 
fense Materials System, thereby eliminating practically all regulatory orders and 
allocations of materials and machine tools, small concerns engaged in defense 
production frequently incur difficulties in acquiring these items in order to meet 
their contractual obligations. Direct assistance is authorized and directed by 
the act. Whereas the staffs of the regional offices are in position to deal with 
many such individual problems, frequently scarce or rare materials or machine 
tools are required which lie beyond the scope of a regional office’s resources. In 
such cases the Washington staff must accomplish the result. 

This requires the establishment and continuance of close working relationships 
with suppliers of materials and equipment in order to effectively assist smal! 
companies. Where they may find difficulties in obtaining adequate space on 
mill or production schedules, and where directive action is necessary to fulfill 
this requirement, the Washington staff acts as the intermediary with appropriate 
Government agencies to insure prompt attention to these requirements. 

During periods of reduced national emergency, such as the present time, Gov- 
ernment agencies are overhauling previously employed systems, such as the CMP, 
price and wage control, priorities and allocations methods. Various interagency 
committees are being established in the wake of the reorganizations taking place 
among the agencies. 

As the result of the experience gained by the Small Defense Plants Adminis- 
tration in respect to the difficulties which small firms have encountered in the 
recent period of controls on production and use of materials and production 
equipment, the Washington staff, by membership on the appropriate interagency 
committees, is able to present recommendations and to provide adequate small- 
business representation in the consideration and development of future plans, in 
order to insure an orderly and representative participation by it in case of future 
emergency. 

There are numerous industrial and commercial fields which are composed 
preponderantly of small-business concerns, such as the lumber producers, electro- 
platers, and others. These industries due to heavy demands, or dislocations 
caused by severe material scarcities, or technological changes during past emer- 
gency periods, are in serious condition. In order to insure their continuance as 
producers of materials, goods, and services vital in the national productive 
capacity, studies should be conducted in cooperation with other appropriate 
Government agencies to determine the causes and to permit recommendations 
for remedial measures. 

A specific program to better integrate the small machine-tool builders, the 
rebuilders, and the used-tool dealers into the forward planning of Government 
in machine-tool production is in progress. These sources of machine tools are 
highly important to small concerns, particularly at the subcontract level of 
defense production. Their difficulty is in obtaining suitable equipment for effi- 
cient production. By insuring the appropriate consideration of the small machine- 
tool builders, and by assisting the rebuilders and secondhand dealers to establish 
a more orderly industry, the lower cost tools badly needed by small contractors 
can be added to industrial productive capacity of the Nation. 

(b) Current proaress.—The Small Business Administration has been consulted 
by the Office of Defense Mobilization, National Production Authority (and its 
successor the Business and Defense Services Administration), on disposition of 
the few remaining control orders. As the result of the recommendations so 
obtained, the decontrol of nickel and modification of restrictions on several other 
metals has been announced. 

Since materials controls are now almost entirely eliminated, direct assistance 
takes the form of aiding small concerns in obtaining scarce or unusual types of 
materials. Where possible, the regional office fulfills the requirement, otherwise 
the Washington staff performs the service. So far this fiscal year, this activity 
has been steady at a relatively low rate, due evidently to the seasonal factor. 

In the machine-tool field, consultations with Office of Defense Mobilization, 
Business and Defense Services Administration, General Services Administration 
and Department of Defense have been held and progress is being made toward 
an orderly distribution of Government-owned surplus machine tools in various 
categories. Operating procedures are being developed, including arrangements 
for installment purchases either through Government financing or private com- 
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mercial channels to offer the most favorable terms to small concerns in acquiring 
desired equipment. 

Consultations have been held by the Small Business Administration with private 
credit finance concerns and with representative machine-too! dealers in rebuilt, 
second-hand and foreign imported tools, leading to the establishment of uniform 
credit practices. 

A survey of the pool of educational institutions holding unwanted Government - 
donated tools has been conducted to measure the results of efforts to channel 
these tools into industrial hands, and to determine the current availability of 
remaining tools of this category. 

(c) Outlook for 1954 and 1955.—There does not appear to be foreseeable diminu- 
tion of the operation outlined above for 1954 and 1955. The reimposition of 
controls, which now appears highly unlikely, is, of course, contingent entirely 
upon international relationships. Future mobilization plans are under constant 
study and improvement by the appropriate agencies. To the extent that such 
planning is conducted with respect to industrial operations in terms of materials 
and equipment and plant capacities, the Small Business Administration will be 
consulted as the spokesman of the small-business interests. Thus, the participa- 
tion of this agency on interagency committees will continue in direct proportion 
to the activity of the motivating agencies. 


PERSONNEL REQUIREMENTS 


The following tabulation shows a summary comparison between fiscal vears 
1954 and 1955 of the number of permanent positions and average employment 
allocated to this activity in the Washington office and in the regional and branch 


Average employment Permanent positions 


1955 Increase 1955 Increase 


June 30, 
1954 


+2 


Regional and branch offices 5 6 


Washington office +2 27 
| 


The increase in 1955 of two positions allocated to this activity for regional and 
branch offices is predicated upon developing greater State participation in our 
program. 

Increases in average employment are related to the above increase in positions, 
plus annualization of 1954 average employment. The annualization factor arises 
since the Small Business Administration was in existence for only 11 months in 
fiscal year 1954. 

As indicated previously, the employment of personnel is predicated on the 
maintenance through 1954 of current workload with a slight inerease indicated 
in fiscal year 1955. 

Financial assistance 


Estimated 1954 Estimated 1955 Increase 


tions employment tions employment | tions employment 


7 

Obliga- Average Obliga- Average Obliga- Average 

| 


Other than direct lend- 


ng finds $260, $292, 200 q $31, 400 
Direct lending... 1, 650, 000 


PROGRAM OBJECTIVES 


The financial assistance activities of the Small Business Administration have as 
a basic premise the execution of the declared policy of Congress that the Govern- 
ment should aid, counsel, assist and protect, insofar as possible, the interests of 


offices. 
| 
4 
= 
6 
| 34 
1, 856, 600 | 191 | 1,942, 200 | 231 | 385, 400 | 40 


820 


small-business concerns in order to preserve free competitive enterprise—and to 
maintain and strengthen the overall economy of the Nation. 

Such activities are designed to help small-business firms meet and overcome the 
roblems confronting them in the present economy, including one or more of the 
ollowing: (a) inability to obtain intermediate and long-term credit required for 

normal operations, and modernization or expansion of facilities, and short-term 
working capital for the processing of defense contracts; (b) undercapitalization ; 
(c) pressing indebtedness; and (d) inability of management to appraise properly 
their financial needs or to control efficiently their operating costs. 

Authority for the program is contained in the Small Business Act of 1953 and 
more specifically in sections 207 (a), 207 (b), and 207 (e). 

Through the authorities cited, the Small Business Administration is empowered 
to assist small-business concerns by making loans, directly or in participation 
with banks and other financial institutions to finance plant construction, conver- 
sion, or expansion, including the acquisition of land; or to finance the acquisition 
of equipment, facilities, machinery, supplies, or materials; or to supply such 
concerns with working capital to be used in the manufacture of articles, equip- 
ment, supplies, or materials for war, defense or essential civilian production, or 
as may be necessary to insure a well balanced national economy. The Small 
Business Administration is also empowered to make such loans as it may deter- 
mine to be necessary to aid victims of floods or other catastrophes and is em- 
powered to assist small-business concerns by providing technical and managerial 
assistance on financial matters. 

With respect to direct financial aid, the Small Business Administration is work- 
ing to breaden the sources of credit available to small business. It is going to do 
what it can within the limits of personnel and funds available to see that a small 
business with a lecitimate need for money has access to credit. 

The Administration is working closely with private banks and other lending 
institutions to make more credit available. One method is through participation 
with such institutions in loans to small-business firms in accordance with law. 
More than 16,000 banks across the country have been invited to cooperate with 
the Administration in meeting the financial needs of small firms which cannot be 
met in full by private lending institutions because of legal and other restrictions. 
Cooperation with the private lending system, rather than competition, is the key- 
note of these plans. 

In addition, the Administration is wcrking with States and local communities 
which desire to create private reservoirs of credit. The formation of such local 
development groups and credit pools will further broaden the sources of financial 
aid for small-business concerns and will represent a step in the direction of restor- 
ing to the States and local level the responsibility for solving their economic 
problems. 

In working directly with the small-business applicants for assistance, our efforts 
will be devoted in summary (1) to obviating the necessity of outside financing 
whenever possible; (2) to improving the attractiveness of small concerns as risks 
for credit and capital when financing is necessary; and (3) when required, to facili- 
tating transactions with the private lending systems and the systems of direc: 
and indirect financial aids provided by the Government. 

The financial assistance activities of this Administration are discussed in more 
detail in the material that follows. The discussion is set forth under two major 
headings: (1) Assistance other than direct lending, and (2) direct lending. The 
first of these two categories covers activities identified as “financial counseling” 
and assistance made available through efforts to assure small business a fair 
share of the expansion in industrial facilities under certificates of necessity, 
discussed under the head of ‘tax amortization.”” The second category covers 
the direct lending activities involving the making of (1) small business loans and 
(2) catastrophe loans. 

COMPONENT ACTIVITIES 


(1) Financial assistance, other than direct lending 


(a) Financial counseling.—(1) How program operates: Financial counseling of 
small-business concerns is administered by the Office of Financial Assistance in 
the Washington headquarters office and by the financial specialists assigned to 
regional and branch offices. Personal counsel and advice by staff specialists is 
supplemented by the publication and distribution of management aid pamphlets 
which provide practical answers to problems commonly encountered by small-firm 
owners in the operation and management of their businesses. 

In response to requests for aid or in examining applications for Small Business 
Administration loans, consideration is given to (1) possible means of obtaining 
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private credit on reasonable terms; (2) possible assistance available from local 
development corporations; (3) various alternative plans for financing production; 
(4) adequacy of accounting and auditing methods and other aspects of financial 
management; (5) means of increasing equity capital; (6) eligibility for V-loan 
financing of defense contracts; and (7) feasibility of obtaining advance or partial! 
payments on contracts. 

n many cases the financial specialists in the regional or branch offices accom- 
pany Officials of a small-business concern in their negotiations with banks and 
with contracting or finance officers of procurement agencies. 

Experience of the Small Defense Plants Administration shows the extent to 
which such services can be extended. In some cases proper presentation of the 
company’s financial position, under the guidance of Small Defense Plants Ad- 
ministration financial specialists, resulted in banks approving loans to these 
firms after they had previously refused to provide such credit. Contracting 
officers were induced to award contracts upon being convinced of a company’s 
financial competence, partial or advance payment plans were worked out, and 
V-loans were negotiated. These are only a few of the many examples of the 
benefits accruing to small-business concerns through the financial counseling 

rogram. 

(2) Outlook for 1954: While it is anticipated that a part of the financial counsel- 
ing and active assistance of small-business concerns in financial management 
problems will be provided by State and local organizations, the presently indi- 
cated need for such service is expected to result in continued heavy demands 
being made on Small Business Administration offices for this type of assistance. 
Based on the experience of Small Defense Plants Administration and Small 
Business Administration to date, it is anticipated that at least 3,500 personal 
interviews will be held by regional staffs in 1954 for the purpose of giving financial 
aid and counsel to small business concerns. 

(3) Outlook for 1955: Present indications are that the rise in demands on Small 
Business Administration for financial aid and counseling in 1954 will continue 
into 1955. Companies aided by regional specialists can be expected to give 
publicity to the services rendered and as local development groups are organized, 
referrals to SBA should increase. Over 4,000 personal interviews in 1955 are 
anticipated. 

(b) Tax amortization—(1) How program operates: This activity covers 
efforts to assure small business a fair share of the benefits of accelerated tax 
amortization, a device used to encourage industrial expansion. 

The Washington staff works closely with the technical staffs of the Office of 
Defense Mobilization, the delegate agencies and the military departments in the 
establishment of expansion goals, in the establishment of the small-business 
share of the various goals, and in the consideration of individual applicants to 
insure the technical adequacy of the company’s case. Regional offices are kept 
advised of changes in regulations, criteria, establishment of goals, shares, status 
of goals, ete. Regional staff members have been trained to assist applicants in the 
technical aspects of filing applications and, upon request, to inspect plants for 
clarification of statements pertaining to plant facilities, ete. 

(2) Current progress: The tax amortization device, as an incentive for defense 
er sap expansion, is still in operation. Prior to the time that the Small 
Jefense Plants Administration undertook an aggressive campaign on behalf of 
small business, plant expansion by small concerns was relatively far behind that 
of the larger companies. This campaign is being continued by the Small Business 
Administration. It has resulted in hundreds of small defense contractors ob- 
taining rapid tax writeoff in connection with the expansion of their productive 
facilities within the various goals. 

(3) Outlook for 1954 and 1955: Although at a reduced level, industrial expan- 
sion will continue under the tax amortization incentive. Currently, there has 
been added 100 percent amortization for protective construction for plants located 
in critical target areas. Small Business Administration participated in the es- 
tablishment of the criteria under which this particular program will be operating. 
Small Business Administration will be requested to comment on small-business 
applicants under this program. In addition, at the request of the Office of De- 
fense Mobilization, the SBA regional offices will act as distribution points for 
information and advice to businesses throughout the Nation. 

It is anticipated that the additional responsibility imposed, together with the 
rendering of comments and recommendations on small-business applications under 
other goals, also requested by the Office of Defense Mobilization, will result in an 
increase in the workload at both the Washington and regional levels. It is also 
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expected that the continued active participation of Smal! Business Administration 
in this field will serve to stimulate more interest among small-business concerns 
and result in an increase in the volume of applications for certificates of necessity. 


(2) Financial assistance— Direct lending 

(a) Small business loans: (1) How program operates: The authority for small- 
business loans is contained in section 207 (a) of the Small Business Act of 1953. 
This section authorizes the Small Business Administration to make loans to small- 
business concerns, either directly or in participation with banks or other financial 
institutions, Outstanding commitments by SBA may not exceed $150,000 to 
any one borrower and loans are limited generally to a period not in excess of 10 
years. 

Whenever it is determined that an applicant cannot obtain needed financing 
from private sources on reasonable terms, he will be instructed to determine 
whether a bank or other financial institution will make the loan with an agreement 
by Small Business Administration to participate on a deferred basis to the extent 
of not in excess of 90 percent of the balance of the loan outstanding at the time 
Small Business Administration is requested to disburse its portion of the loan. 

If a deferred participation is not available, the Small Business Administration 
may purchase an immediate participation. Direct loans will be considered by 
SBA for worthy small-business concerns only when a deferred or immediate 
participation agreement cannot be arranged. 

Upon receipt of an application for a loan or for a participation agreement, a 
staff member of the regional office serving the area in which the applicant’s busi- 
ness is located investigates and analyzes the loan request and prepares a report 
on the findings. The financial specialist conducting the investigation and the 
regional director make a recommendation as to whether the loan should be ap- 
proved or denied and suggest terms and conditions consistent with SBA policies. 
Their report and recommendation are then forwarded to Washington for review 
and final action. 

Small Business Administration regional financial specialists make a thorough 
and careful study of all loan applications. In addition to consideration of the 
financial problems involved, operating procedures, plant facilities, and general 
business ability of the management are evaluated. In practically all cases, except 
when the applicant obviously cannot qualify for a loan, the financial specialists 
find it necessary to visit the applicant’s plant for an inspection of facilities and 
processes and interviews with key personnel. The reports prepared briefly outline 
the factors needed for an intelligent analysis of the applicant’s condition. Recom- 
mendations take into consideration the provisions of the loan policy statement 
issued by the SBA Loan Policy Board. 

After a loan requested has been approved or denied by the Administrator, the 
regional office is notified of the action and passes the information on to the appli- 
cant. When a loan is authorized, regional financial specialists determine that 
there has been no adverse change in the applicant’s condition since the application 
be alg that all provisions of the loan authorization are satisfactorily com- 
plied with. 

Regional financial specialists have a continuing function after a loan is disbursed 
in keeping informed of the borrower’s operations, analyzing periodic operating 
statements, considering requests for amendments in loan terms, counseling on 
financial management problems, and doing whatever else is necessary for the 
protection of the Government’s investment in the borrower. 

(2) Outlook for 1954: The Small Business Administration program, which has 

just started, is very different from that of the Small Defense Plants Administra- 
tion, and the present objectives and the loan criteria make it difficult te compare 
with the operations of the Reconstruction Finance Corporation. It is believed, 
however, that the experience of both these agencies can at this point be used as a 
guide in estimating Small Business Administration activity during the current 
year. 
" During the fiscal year 1953, the Small Defense Plants Administration received 
about 1,400 applications for loan recommendations, of which 346 received favor- 
able consideration and approximately 150 were approved by the Reconstruction 
Finance Corporation in its agency offices prior to any action being taken by the 
Small Defense Plants Administration. About 75 percent of the applications 
recommended by SDPA and all of the 150 loans approved by RFC agencies were 
for amounts of less than $150,000. 

The following tabulation shows the number of business loan applications re- 
ceived and loans authorized for fiscal years 1951, 1952, and 1953: 
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Number of business loan applications received and authorizations (sec 4 (a) RFC 
Act and secs. 302 and 714 of the Defense Production Act) 


| Fiscal year | Fiscal year | Fiscal year 


1951 1952 


Received 
Approved 

Direct 

Participation 

Percentage of participation 
Size of authorization: 


$100,000 and under 
Over $100,000 


Over the 3-year period 83.4 percent of the loans authorized were for amounts of 
$100,000 or less, and 25.9 percent were made with participation agreements with 
banks. The Reconstruction Finance Corporation does not maintain statistics 
divided at $150,000 but of the loans authorized only 133 in fiscal year 1951, and 
86 in fiscal year 1952 were for amounts between $100,000 and $200,000. 

Giving proper considerations to the loan policies set by the Loan Policy Board 
and guided by the experience of the Small Defense Plants Administration and the 
Reconstruction Finance Corporation, it is estimated that about 350 loans will be 
authorized, at an average of $50,000 per loan, during the fiscal year 1954. 

(3) Outlook for 1955: There are many factors which could influence loan volume 
in 1955, including economic conditions, changes in loan policy and the progress 
made in organizing effective development corporations and credit pools. Assum- 
ing that economic conditions and the loan policy remain essentially unchanged 
and that several State and local development corporations and credit pools have 
been organized, it is estimated that about 700 loans will be approved in fiscal year 
1955 at an average of $50,000 per loan. 

(b) Catastrophe loans—(1) How program operates: Authority for loans of this 
type is contained in section 207 (b). 

In the event a flood or other catastrophe occurs in the territory served by a 
regional office, that office makes a complete investigation of the situation and, 
based on a report of the findings, the Administrator may declare the existence of 
an emergency in the area. Thereafter, applications for loans are accepted over a 
6-month period for the purpose of restoring the victims of the catastrophe as 
nearly as possible to predisaster status. 

Regional financial specialists examine carefully the applications received and 
prepare a summary report on each loan request, giving their recommendations. 
The regional director has authority to approve loans in amounts not exceeding 
$10,000 but must submit all others to Washington for final action. 

(2) Current program: When the Reconstruction Finance Corporation discon- 
tinued its lending operation on September 28, 1953, it turned over to the Small 
Business Administration the responsibility for 16 areas previously declared emer- 
gency areas by the RFC Administrator. Subsequently, coastal regions of New 
York, New Jersey, Connecticut, and Massachusetts, Orange and Los Angeles 
Counties in California, and certain designated counties of Mississippi, Texas, 
Louisiana, and Arkansas have been designated as disaster areas by reason of 
damages inflicted by unusually high tides in the east and west coast areas and by 
a series of tornadoes in the South and Southwest, 

(3) Outlook for 1954: The number of catastrophes from floods and other natural 
causes fluctuates widely from year to year. In fiscal year 1952 the Reconstruction 
Finance Corporation received 12,000 inquiries relating to catastrophe loans and 
approved 3,055 such loans. During fiscal year 1953 only 548 applications were 
received and 437 loans were authorized. The situation in 1952, however, was 
not representative because the number of homes and businesses damaged by a 
flood in the Kansas City area reached an unusually high level. 

Taking into account the number of presently designated disaster areas it is 
anticipated that about 500 such loans, at an average of $5,000 per loan, will be 
approved in fiscal vear 1954. 

(4) Outlook for 1955: It is being assumed that the same number and amount 
of loans will be approved in fiscal year 1955 as in the fiscal year 1954. 


= 
6,226 | 2, 218 2,311 
| 2, 702 | 777 | 1, 027 
1, 97 | 756 
725 171 271 
| 
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PERSONNEL REQUIREMENTS 


The following tabulations show a summary comparison between fiscal years 
1954 and 1955 of the number of permanent positions and average employment 
allocated to this activity as a whole, and by the two component activities for the 
Washington office and for regional and branch offices. Although the financial! 
assistance activity is considered as a single broad activity, for the purposes of 
analysis, permanent positions and average employment have been distributed 
between the activities related to ‘“‘Other than direct lending’ and those related 
to “Direct lending.” 

Financial assistance 


TOTAL 
Average employment | Permanent positions 
| | 
| 1954 1965 | Increase | 30, | 1955 | Increase 
| 
Washington 74 84 +10 
Regional and branch offices. _._._......._. 117 147 +30 141 149 +8 
191 231 +40 | 226 | 234 +8 
OTHER THAN DIRECT LENDING 
Regional and branch offices. 18 22 +4 23 24 +1 
32 38 +6 40 41 | +1 
DIRECT LENDING 
Regional and branch offices. _...........-. 99 125 +26 118 125 +7 


The position increases in 1955 allocated to this activity for regional and branch 
offices are predicated upon developing greater State participation in our program. 

Increases in average employment are related to the above increases in positions 
plus annualization of 1954 average employment. The annualization factor 
arises since the Small Business Administration was in existence for only 11 months 
in fiscal vear 1954. 


02 Travel 


Travel requirements for the fiscal year 1955 cover costs in connection with travel 
by Washington Office employees in visiting regional and branch offices and various 
communities throughout the country and in connection with travel by regional 
and procurement center personnel incident to the discharge of their responsibilities 
for aiding and assisting small businesses. Essentially, the present field organiza- 
tion of the Small Business Administration is similar to that established for the 
former Small Defense Plants Administration. 

The estimates of cost per travel day which are utilized in the following justifi- 
cation are based on an average daily rate of $28 for Washington travel, as compared 
with actual 1953 experience of Small Defense Plants Administration of $31.31. 
The reduction of approximately 10 percent is estimated to be possible because of 
better trip planning which will eliminate to a great extent short duration trips 
to 1 or 2 locations. 

The estimate for field travel has been predicated upon a $23 daily average cost 
which is based on 1953 experience of the Small Defense Plants Administration 
of $24.81. The reduction of the average daily cost is, in our opinion, possible, 
again, by establishing scheduled trips insofar as possible and eliminating short- 
duration trips. 
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1. Washington office employees: It is anticipated that travel from the 
Washington office will be required in connection with periodic visits 
to the field offices and to States to assist in implementing the policy 
of turning back to the local communities the responsibility for 
solving their economic problems. In addition, Washington office 
personnel will be required to assist regional offices in establishing 
programs and reviewing performance. The estimate contemplates 
there will be 100 travel days per month, or a total of 1,200 travel 
days at $28 per day, for a total estimate of $33, 600 
2. Regional directors: Travel of regional directors will be required in 
connection with visits to branch offices, and in meeting with various 
local groups in the region to inform the publie of the job with which 
the Small Business Administration is charged and the programs 
which have been established to carry out that job. The estimate 
also covers the requirement of travel to Washingtcen at least once a 
year to attend a conference of regional directors. The estimate has 
been based upon 5 days per month for each of the 13 regional 
directors, or a total of 780 days at $23 per day, for a total estimate 
. Regional and branch office financial specialists: Travel of financial! 
specialists will be required in connection with the direct lending 
program, financial counseling activities, and the issuance of cer- 
tificates of competency. It is anticipated that financial specialists 
will participate in plant and facility appraisals, visits to loca! credit 
sources and other travel as may be required in connection with the 
foregcing activities. The estimate has heen computed on the basis 
of 4 days per month for each of the 78 financial specialists, or a total 
of 3,744 travel days at $23 per day, for a total estimate of____- ' 86, 100 
4. Regional and branch office preduction and industrial specialists: 
Travel of production and industrial specialists will be rquired in 
carrying out all of the activities comprising the procurement as- 
sistance and the production assistance programs. In addition, 
in some instances these specialists will participate in plant and 
facility appraisals in connection with the direct lending program. 
The estimate has been computed on the basis cf 4 days per month 
for each of the 89 production and industrial specialists, or a total of 
4,272 travel days at a cost of $23 per day, for a total estimate of__ ! 98, 300 
5. Procurement representatives: It is estimated there will be 35 pro- 
curement representatives covering approximately 40 major pro- 
curement installations of the Department of Defense in the fiscal 
year 1955. It is estimated that some travel will be required in eon- 
nection with visits to Washington and to regional and branch offices 
for program indoctrination and for reports to the regional directors 
for the area in which the procurement centers are located. The 
estimate covers travel for 1 day per month for each of the 35 pro- 
curement representatives, or 420 days, at an average cost of $23 per 
day, for a total estimate of_____- ' 9, 700 


The increase in travel for the fiscal year 1955 over 1954 is directly related to 
an increase in the number of man-years of employment of personnel traveling. 
The number of days per month for each type of traveler and the cost per day are 
the same in both years and, as indicated above, have been based on fiscal year 
1953 experience adjusted downward by approximately 10 percent in both years 
to reflect more efficient travel planning, 
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08 Transportation of things 


Requirements for ‘Transportation of things’’ cover the following components: 
1. Movement of household goods. 
2. Freight costs in connection with transportation of administrative sup- 
plies and materials. 
3. Shipment of printed matter to regional and branch offices and pro- 
curement centers, 
The following justification discusses each of the component parts: 


1. Transportation of household goods: This item has been computed on 

the basis of the movement of household effects of an estimated 3 

employees who will have changes of official stations in fiscal year 

1955, at an average cost of $700 per move, which would allow a 

maximum weight of 7,000 pounds uncrated for approximately 1,000 

2. Transportation of supplies and materials: Transportation for these 

items has been computed on the basis of 5 percent of supplies and 

3. Shipment of printed matter to regional and branch offices and procure- 

ment centers: Requirements for this item have been predicated 

on one shipment per month to each of the regional and branch 

offices of agency standard forms, books, manuals, documents, ete., 

at $5 per month, amounting to $1,800; plus 1 shipment per month to 

each of 20 procurement centers “mailing destinations” at $2.50 per 

month, amounting to $600, for a total estimate of...._.__._______ 2, 400 


The net decrease under the requirements for fiscal year 1954 is occasioned by a 
reduction of $3,500 in connection with the transportation of household goods 
arising as a result of the decrease in the estimated number of moves from 7 
to 3; and a $200 increase in shipment of printed matter as a result of 12 months’ 
operation in 1955 versus 11 months’ operation in 1954. 


O04 Communication services 


Estimate fiscal year 1055....- $145, 800 


The requirements for this item cover costs in connection with: 
1. Teletype and telegraph service. 
2. Telephone service field offices. 
3. Telephone service Washington, D. C. 
4. Postage. 

It is the policy of the agency to use the least expensive means of communication 
consistent with effective performance of our assigned responsibilities. Every 
effort has been made to control the use of long-distance telephone calls where other 
less expensive methods might be utilized to accomplish the same purpose. The 
following justification discusses each of the four categories of cost. 

1, Teletype and telegraph service: 


(a) To facilitate the econduct’of the agency’s official business throughout 

the Nation, the Small Business Administration utilizes the tele- 

type system maintained by the Public Buildings Service. The cost 

involves the rental of TWX machines at the Washington office 

and at each of the regional offices for the trans nission and receipt 

of messages at a total annual cost of___. ee: $1, 925 
(b) Estimated cost for the actual transnission of messages, based on 

Small Defense Plants Administration experience in fiscal year 


1953, is estimated to be__- 25, 300 
(c) Cost of commercial telegraph service where TWX facilities cannot 
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2. Telephone service—field offices: The estimate has been predicated on: 


(a) An average monthly cost of telephone service at $3,300 
per month for a total of_____- 
(b) $75 per month for toll calls for each of the 13 regions, for a 
total of 
(c) $12.50 average per month for each of 4 procurement centers 
using commercial facilities or authorized to utilize local 
Department of Defense facilities on a reimbursable 


Total estimate ...-. $51, 900 
3. Telephone service, Washington, D. C.: This item has been based upon: 


(a) Aservice charge of $2,200 per month, oratotalcostof__ $26, 400 
(b) Toll charges of $1.000 per month, or a total of_____ 12, 000 


Total estimate 
4. Postage: Requirements for postage are predicated on the cost of: 


(a) oy ows postage of $1,000 per month which is based 
on Small Defense Plants Administration fiscal year 1953 
experience $12, 000 
(b) Payments for * sad indicia mail at $4,000 per 


Total estimate_____ _ 28, 000 


145, 800 


Despite the increased requirements generated by a full year’s operation, and 
the increase in personnel, the man-year cost factor for the fiscal year 1955 has 
been reduced below the actual 1954 cost experience level. In the sake of economy, 
every effort will be made to reduce the actual cost experience level of this object 
of expenditure. 

06 Printing and reproduction 


Estimate fiscal year 1955 .. $32, 100 
Estimate fiscal year 1954 


— 19, 400 
This estimate covers all types of printing and reproduction, including 
standard forms, letterheads, printing of the semiannual report required 
by Congress and the reproduction of technical and management aids 
and of pamphlets and brochures explaining Small Business Adminis- 
tration programs. The estimated costs of these items are as follows: 
1. Standard forms, letterheads, ete.: This item is based on fiscal vear 
1954 requirements of $6,500, exclusive of the special requirement 
for an initial supply of loan forms, plus $2,000 for the restocking of 
loan forms, for a total estimate of 8, 500 
2. Pamphlets: The cost of printing informational pamphlets has been 
based on the estimated 1954 requirements, exclusive of the cost in 
1954 of recomposition charges on Small Defense Plants Adminis- 
tration pamphlets, or 12, 500 
3. Management and technica! aids: This estimate has been based upon 
the 1954 requirements 1], 100 


The decrease in 1955 is prey" by a : tial of $8,000 in connection with 
the printing of loan forms; the elimination of approximately $8,100 obligations 
which were incurred in 1954 for the printing of six manuscripts; and a decrease 
of $4,200 in connection with the composition of pamphlets offset by a slight 
increase in the publication of management and technical aids. This increase in 
the publication costs of management and technical aids is directly related to a 
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scheduled distribution for 12 months in fiscal year 1955, as compared to 11 
months in fiscal year 1954. 


0? Other contractual services 


This estimate includes provision for miscellaneous repairs to typewriters, add- 
ing machines, and other equipment in Washington and the field, for certain types 
of credit reports in connection with the direct lending program, for investigation 
of personnel occupying sensitive positions, pursuant to security regulations based 
on Executive Order 10450, and for miscellaneous contractual costs with private 
firms. The estimate has been broken down into the following categories: 

1. Reimbursement to other Government agencies for (a) Personnel inves- 
tigations, and (6) other types of contractual services. 
2. Contracts with private industry. 
1. Reimbursements to other Government agencies: 
(a) Personnel investigations: This item has been computed on 
an estimate of 70 cases at $230 per case to be paid to 
the Civil Service Commission. he number of cases is 
based on an estimated turnover of 50 positions and a 
requirement of 20 investigations in connection with new 
employment, for a total estimate of__..........-.----- $16, 100 
(b) Other types of contractual services: This item covers the 
reimbursement in connection with repair of typewriters 
and miscellaneous office machines in Washington, first- 
aid-room facilities, services of laborers in connection with 
the moving of furniture and office equipment, and other 
heavy work required from day to day in the Washington 
office, ete., and is based upon Small Defense Plants Ad- 
ministration 1953 experience, for a total estimate of____ 8, 700 


Total reimbursements to other Government agencies. 24, 800 


2. Contracts with private industry (this item covers miscellaneous contractual 
services with private organizations and includes) : 


(a) A-contract with Dun and Bradstreet to supply each of our 13 
regional offices with credit information at $440 per region 
(b) Miscellaneous contracts for repair of various office machines, 
stenographic reporting services for conferences, cost of news- 
ticker in the Washington office, and other miscellaneous items 
based on Small Defense Plants Administration 1953 experi- 


Total contracts with private industry.._............---- 16, 100 


The decrease in fiscal year 1955 requirements results from elimination of an 
item of $6,000 for moving the Washington office which was in the 1954 require- 
ments, a decrease in the estimated number of security investigations from 165 
to 70, and an increase in reimbursements to other Government agencies and pri- 
vate contractors as a result of a full year’s operation versus an 1l-month opera- 
tion in 1954. 
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08 Supplies and materials 


Estimate, fiscal year 1955 
Estimate, fiscal year 1954 


Increase 


Requirements for this item have been divided into the following three classi- 
fications: 
1. Office supplies and materials. 
2. Reproduction and distribution supplies and matevials. 
3. Cost of subscriptions. 

1. Office supplies and materials: The estimate for office supplies and 
materials is based on an average of $50 per man-year for 537 man- 
years, which is based upon experience of the Small Defense Plants 
Administration for fiscal year 1953, or a total estimate of (rounded) _ 

2. Reproduction and distribution supplies and materials: This estimate 
covers supplies and materials for the Washington and regional 
offices, including such items as paper, envelopes, ink, etc. The 
estimate is based on experience of the Small efense Plants Ad- 
ministration in 1953, or a total estimate of 

3. Subscriptions: The estimate provides for subscriptions to news- 
papers, periodicals, Government Printing Office publications, etc., 
for Washington, regional, and branch offices 


The increase in 1955 requirements is directly attributable to the increase in the 
number of man-years in 1955, and costs attributable to the increased direct 
lending program. 

09 Equipment 
Estimate fiscal year 1955. 
Estimate fiscal year 1954 


Decrease 


The requirements for equipment cover furniture and equipment to be purchased 
to provide for the additional personnel to be employed. 

The estimate has been computed on the basis of 20 new personnel at $400 per 
person, or a total of $8, 

The cost of $400 to equip a new person has been based on experience data that 
this agency has been able to compile and does not provide for any new class A 
furniture for personnel usually entitled to such equipment. 

The decrease in 1955 is occasioned by the smaller number of new personnel as 
compared with that added in 1954, plus the fact that 1954 requirements included 
the procurement of 2 accounting machines at a cost of $5,400 each. 


11 Grants, subsidies, and contributions 
Estimate fiseal year 1955 
Estimate fiscal year 1954 


This item covers the estimated requirements for contributions to the civil- 
service retirement and disability fund and to the employees’ compensation fund, 
pursuant to section 206 (b) of the Small Business Act of 1953. 


15 Taxes and assessments 
Estimate fiscal year 1955 
Estimate fiseal year 1954 


This item covers the payments by the Small Business Administration under the 
requirements of the Federal Insurance Contributions Act. The estimate in 1955 
has been based on Small Defense Plants Administration's experience rate iu 1953 
of .577 percent of the total cost of personal services which, in 1955, would be 
$21,400. This amount has been adjusted upward by one-third ($7, 100) to reflect 
the increase in the payment rate, effective January 1, 1954, frum 1M percent to 

percent. 


41872—54—-pt. 


| 

$40, 000 
75, 000 
000 


830 


The increase for fiscal year 1955 is directly attributable to the estimated increase 
in personal services cost subject to the act and the increase in the payment rate, 
effective January 1, 1954. 


Revoivine Funp, Bustness ADMINISTRATION 
NARRATIVE STATEMENT 


Purpose and financial organization 

Purpose.—The Small Business Administration was established as an independ- 
ent agency pursuant to title Il of Public Law 163, dated July 30, 1953, 88d Con- 
gress, subject only to the general direction and supervision of the President. The 
basic purpose for the establishment of the Agency was to aid and assist small busi- 
ness. In addition to aicing small business generally, one of the primary purposes 
of the act was to make or participate in making loans to small business and to 
make loans because of floods or other catastrophes. 

Loans to small business are not to exceed $150,000 to each borrower, and 
participations with banks or other lending institutions shall not exceed $150,000 
per borrower, to enable small business concerns to finance plant construction, 
conversion, or expansion, including the acquisition of land; or to finance the 
acquisition of equipment, facilities, machinery, supplies, or materials; or to supply 
such concerns with working capital to be used in the manufacture of articles, 
equipment, supplies, or materials for war, defense, or essential civilian production 
or as may be necessary to insure a well-balanced national economy. 

Financial organization.—The Small Business Administration was authorized to 
obtain funds from a revolving fund established with the Treasury of the United 
States for the purpose of making loans in an amount not to exceed $175 million 
outstanding at any one time. For this purpose, appropriations not to exceed this 
amount were authorized. Advances are made to the Small Business Administra- 
tion from the revolving fund, as requested. Of the $175 million authorized, not 
to exceed an aggregate of $150 million may be outstanding at any one time for 
small business loans and not to exceed $25 million may be outstanding at any one 
time for flood and catastrophe loans. 

In the fiscal year 1954 Congress appropriated $55 million for these purposes. 
Analysis of budget programs 

It is estimated that in the fiscal year 1955 approximately 700 small business 
loans amounting to $35 million will be authorized as compared to the estimate of 
350 amounting to $17.5 million in 1954. In addition, it is anticipated that approx- 
imately 500 loans, amounting to $2.5 million will be made in 1955 as a result of 
flood or catastrophes, or the same number and amount as in 1954. 

A primary objective of the Small Business Administration is to restore back 
to the people in the States and local communities the major responsibility for 
solving their economic problems. To that end every effort will be made to 
encourage small business to seek debt financing in the local community rather 
than through the facilities of the Federal Government. 

The responsibility of the Small Business Administration with respect to small 
business loans did not begin until September 29, 1953, when the direct lending 
authority of the Reconstruction Finance Corporation expired. The Small 
Business Administration, therefore, will operate in the direct lending field on an 
effective basis only for a part of the fiscal year 1954. The budget program of 700 
business loans for the fiscal year 1955 represents an increase from the estimate of 
350 in 1954 primarily as a result of a full year’s operation, as compared to a partial 
year’s operation and the fact that it is anticipated that the policy of local financing 
could not become fully operative before the end of 1955. 

Administrative expenses.—In the fiscal year 1954 by Public Law 207, 83d 
Congress, $1,575,000 was authorized to be transferred from this revolving fund 
to the direct appropriation for the Small Business Administration for adminis- 
trative expenses for financial assistance activities. Of this amount, it is estimated 
that $1,556,800 will be utilized. 

For the fiscal year 1955 authority for transfer of $1,650,000 from this revolving 
fund to the direct Small Business Administration appropriation is being requested. 
Financing operations 

The following table sets out the advances from the Treasury for loans, the 


utilization of such advances for business and disaster loans and the amounts 
outstanding at the end of fiscal years 1954 and 1955: 


|_| 

5 


| 
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Estimated advances of loan funds from United States Treasury, repayments and loans 
receivable, fiscal years 1954 and 1955 


Advances from Treasury: 
Disaster loans 4 2, 500, 000 


Repayments on principal: 
Business loans... : 
Disaster loans § 145, 593 


446, 241 4, 712, 213 


Loans receivable end of year: 
Business loans : 8, 312, 507 29, 995, 887 
Disaster loans ine 2, 491, 252 4, 845, 659 


10, 803, 759 34, 841, 546 


Operating results 

Operating results have been computed on the basis of payment of 2% percent 
interest to the United States Treasury on the basis of 5-year borrowings. 

Interest income is computed at the rate of 6 percent per annum on business 
loans, in accordance with the policy of the Loan Policy Board, established under 
the enabling legislation of the Small Business Administration. Repayments on 
business loans have been computed on the basis of a 5-year average. 

Interest is: computed on the basis of 3 percent per annum on flood and catas- 
trophe loans and repayments on the basis of a 20-year average. 

Net loss for the fiscal year 1955 is estimated to be $904,566 as compared to an 
estimated net loss of $1,485,297 for fiscal year 1954. 


Financial condition 

It is estimated that the peak volume of lending activity will be reached in 
fissal year 1955. This is directly attributable to the policies which are being 
instituted to turn back to local communities the major responsibility for solving 
their economic problems. 

At the end of fiscal year 1955, it is estimated loans receivable will be $34,- 
841,546, as compared with $10,803,759 at the end of fiscal year 1954. 

Undisbursed commitments on loans are estimated to amount to $17,500,000 
on June 30, 1955, as compared to $8,750,000 on June 30, 1954. 


Lending authority 
Although $175 million authority outstanding at any one time has been author- 
ized for business and disaster loans, Congress appropriated $55 million in fiscal 
year 1954. On the basis of the anticipated loans to be authorized, it is estimated 
that no further appropriations will be required for this purpose through fiscal 
year 1955. 
PROGRAM AND PERFORMANCE 


This fund was created to finance the taking of prime contracts by the Small 
Defense Plants Administration from other Government agencies and subcontract- 
ing the work to small manufacturers. Reimbursement to the fund is made upon 
delivery of the completed work to the contracting agency (50 U. 8. C. 2163a, as 
amended). 

Appropriations not in excess of $50,000,000 were authorized to provide working 
capital. In 1953 $1,500,000 was appropriated for this purpose which represents 
the present capital of the fund. 

Seven prime contracts totaling $2,315,170 were taken and subcontracted for 
under this fund during the fiscal year 1953. Although the Small Defense Plants 
Administration’s statutory authorities expired on July 31, 1953 (pursuant to the 
provisions of Public Law 95, 83d Cong., approved June 30, 1953), the authority 
to use the fund was continued during the fiscal year 1954 to permit the orderly 
liquidation by the Small Business Administration of the contracts entered into 
during the fiscal year 1953. 


| 1054 1955 
2; 500, 000 
Total 


832 


During the fiscal year 1954, six of the subcontractors involved will have met their 
contract requirements or have indicated their inability to do so. The seventh 
subcontractor will complete his deliveries early in the fiscal year 1955. 

Mr. Puiuurps. We have a little system here which I think it may 
be well to apply to you. When we get a new commission or mem- 
bers of a new commission up here before us we like to know something 
about them. Will you give us a thumbnail sketch of your back- 
ground, how you got into helping small businesses, and we will ask 
the same thing of the Deputy Administrator. 


BACKGROUND OF ACTING ADMINISTRATOR WENDELL B. BARNES 


Mr. Barnes. Mr. Chairman and gentlemen of the committee, it 
is a real pleasure for me to be here. I have served in the legislature 
of my State. 

Mr. Puriurps. What State is that? 

Mr. Barnes. The State of Oklahoma. I was not so fortunate, or 
unfortunate, as the case may be, of serving on the appropriations 
committee, but, nevertheless, I sympathized with the arduous labor 
they went through. If there is anything I can do or we can do in 
our agency to make your task easier it will be our pleasure. 

Mr. Putturrs. That is very easy, Mr. Barnes. Just present us with 
a very low request for money. 

Mr. Barnes. We hope that we will be able to justify everything 
we have asked for, sir. 

I am an attorney from Tulsa, Okla. I was educated at Brown Uni- 
versity and at Michigan Law School. I have a background in tax 
work and industria] matters. I was counsel for the Douglas Aircraft 
during the last war in Oklahoma. They had two plants in Oklahoma. 
I have operated businesses of various kinds myself, including drilling 
units and home-building companies and an industrial real-estate 
company. 

I came to Washington in September of this year as General Counsel 
of the Small Business Administration, and on November 2 was 
«re by the President as Acting Administrator, which position I 
still hold. 

Mr. Puttures. Why does the title read Acting Administrator 
instead of Administrator? 

Mr. Barnes. Of course, that is beyond my knowledge. 

Mr. Puiturps. I mean, are you subject to confirmation which has 
not taken place? 

Mr. Barnes. I am subject to appointment. The appointment has 
not been made. 

Mr. Puiuures. And is the Office of General Counsel the one from 
which vou moved? 

Mr. Barnes. Yes, sir. 

Mr. Puttures. And, therefore, Mr. Dorsey is in the same status 
you are? 

Mr. Barnes. Mr. Dorsey is one of the attorneys in the Department. 
Mr. Plapinger is Acting General Counsel. 

Mr. Hipkins has had long experience in Government. Mr. Hipkins, 
perhaps you will relate your own background. 

Mr. Hipxtys. I would be glad to if the chairman would like. 

Mr. Yes. 
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BACKGROUND OF DEPUTY ADMINISTRATOR, DONALD A, HIPKINS 


Mr. Hrrxrns. I came with the Small Defense Plants Administration 
which was in existence prior to the 31st of July. I came with them 
about the middle of June and have been there ever since as the Deputy 
Administrator. Prior to that time I had been in the Government 
service for a period of about 35 years as of the 18th of last June in 
various capacities. 

Mr. Puiuires. Where was that? 

Mr. Hipexrins. About the last 12 or 14 years with the Defense 
Department. 

Mr. Parties. What were you doing there? 

Mr. Hrexins. In procurement activities, in the capacity as Assistant 
Division Chief in one of the divisions of the Corps of Engineers. Fora 
portion of that time I was in the service, about 4% years. 

Mr. Puiuures. Was that mostly buying? 

Mr. Hipxins. Buying and determining requirements. I had during 
that time considerable dealings with the previous staff director of the 
House Small Business Committee. I have attended schools here in 
Washington and graduated from National University Law School. 

Mr. Puitures. Thank you, Mr. Hipkins. 

Mr. Barnes, did you recruit your staff from the old RFC? 

Mr. Barnes. We recruited part of our staff from the SDPA, our 
predecessor agency. 

Mr. Puttures. Will you translate that? 

Mr. Barnes. The Small Defense Plants Administration. 

Mr. Yes. 


Mr. Barnes. We recruited some of our financial specialists from 
the RFC. The financial specialists work on the financial-assistance 
part of our program, and there are about 40 or 50 specialists, many 
of whom—not all of whom—but many of whom have had RFC 
experience. 

Mr. Puiuurpes. Do you want to proceed with your statement? 


GENERAL STATEMENT 


Mr. Barnes. As Acting Administrator of the Small Business Ad- 
ministration, I am pleased to have the opportunity to report to the 
committee on a program that I believe is of the greatest importance 
to the entire national economy—that is, assistance to the millions of 
small-business concerns which are the heart of our system of free com- 
petitive enterprise. 

I have been Acting Administrator of SBA since November 2, 1953. 
Prior to my appointment by the President as Acting Administrator, 
I had served as General Counsel of SBA since early in September. 

As the members of the committee know, the Small Business Adminis- 
tration was created under the Small Business Act of 1953, and is the 
first independent Government agency established by the Congress to 
assist with the problems of all small business concerns—manufac- 
turers, wholesalers, retailers, and service trades alike. 

In certain respects, SBA is the successor agency to the Small 
Defense Plants Administration, which was established by the Con- 
gress after Korea to assist small firms with problems arising out of the 
defense mobilization program. SBA, however, has been given much 
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broader responsibilities than those of SDPA. SDPA was concerned 
only with assistance to small defense and essential civilian producers 
among the Nation’s 300,000 manufacturing establishments. SBA, on 
the other hand, is responsible for assisting 4 million small-business 
concerns of all kinds. In addition, SBA es been assigned respon- 
sibility for the small business and disaster loan functions formerly 
performed by the Reconstruction Finance Corporation. 


CRITERIA FOR RECEIVING ASSISTANCE FROM SBA 


Mr. Tuomas. As far as I am concerned, the crux of this statement 
is whether you apply a limitation on small business that they be 
engaged in national defense work. 

r. Barnes. No, sir. 

Mr. Yates. Not now? 

Mr. Barnes. Not now. 

Mr. Yates. On November 2 that was true? 

Mr. Barnes. Up until the passage of the act in August. 

Mr. Yates. Didn’t your predecessor administrator take the posi- 
tion that unless a business was engaged either in national defense or 
an essential civilian business it would not qualify for loans? 

Mr. Barnes. Eligible for financial assistance, that is true, but 
eligible for other forms of production assistance—— 

Mr. Tuomas. What about today? 

Mr. Barnes. Today any business that qualifies as a small business 
under the definitions that we use is eligible for assistance. 

Mr. Tuomas. Financial you mean. 

Mr. Barnes. Financial assistance, if they meet the credit criteria 
established in our loan policy statement. 

Mr. Tuomas. What about the essentiality test and the test of 
national defense? 

Mr. Barnes. That is not considered a criterion as to eligibility to 
apply for a loan, sir. r 

Mr. Tuomas. What about receiving one? Anybody can apply but 
what about receiving one? 

Mr. Barnes. It is not considered a criterion for receiving one either, 
sir. Any company that is a small business may apply, and they 
receive loans if they meet the credit criteria of the Small Business 
Act of 1953 and the Small Business Administration loan policy state- 
ment. 

Mr. Tuomas. Here is X company, a small business that qualifies, 
but he is not doing national defense work. Under your rules is he 
eligible if he meets the other criteria for receiving financial assistance? 

Mr. Barnes. Yes, sir. And I would say that possibly 30 to 40 

ercent of our loans have gone to business units that are not engaged 
in defense work. 

Mr. Puituips. Mr. Barnes, will you finish your statement and then 
we will ask you questions, as I think some of them may be answered 
in the statement. 

Mr. Barnes. SBA thus has been given a job of very broad scope, 
involving all of the functions of SDPA and a large part of the work 
of RFC, and is carrying out the job with a staff that is not much 
larger than that of SDPA. On June 30, 1953, SDPA had 487 posi- 


tions. On June 30 of this year SBA will have a staff of 525. 
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FUNCTIONS OF THE SMALL BUSINESS ADMINISTRATION 


The Small Business Act assigned three principal functions to SBA: 

First, to help small business concerns to obtain a fair share of the 
Government’s contracts for supplies and services. 

Second, to counsel with small firms on their financial problems and 
to assist them in obtaining needed credit; if private credit is not 
available on reasonable terms, to participate in loans to the small 
firms by private lending institutions or to make direct Government 
loans to them, and to make loans to victims of disasters. 

And, third, to assist small firms in overcoming their management 
and technical production problems. 

With the permission of the committee, I would like to review 
briefly, by program areas, the major accomplishments of SBA to date 
and the more important of its planned future activities. 

Mr. Putiurps. How long have you been doing these things? 

Mr. Barnes. From August 1 to date. 


PROCUREMENT ASSISTANCE 


SBA is directed in the Small Business Act to carry out the policy 
of Congress that small-business enterprises should receive a fair share 
of the total purchases and contracts for supplies and services for the 
Government. 

From the standpoint of personnel required, carrying out this Con- 
gressional policy is our largest single activity, just as it was SDPA’s 
largest. 

We can see no lessening of importance of this SBA function in the 
months ahead. With the decline in Government purchasing, small 
firms will face increased competition for a smaller number of een 
ment contracts. Further, in the event of a general decline in the 
Nation’s present high level of business, many small firms will find the 
Government market an even more attractive one than at present. 

Although the volume of military purchasing is being reduced, the 
Department of Defense continues to be the Government’s largest 
single purchaser of supplies and services. And, as statistics will 
show, the percentage of contracts placed with small firms by the 
Defense Department has declined each fiscal year since the start of 
the defense mobilization program. When the Korean conflict began 
small firms were receiving about 24.5 percent of the military procure- 
ment dollar. In fiscal 1951, the small business share dropped to 20.9 
percent; in fiscal 1952, to 17.2 percent, and in fiscal 1953, to 16.1 
percent. 

DEFINITION OF SMALL BUSINESS 


Mr. Yates. May I interrupt to ask a question as to what you mean 
by small firms? You said small firms were receiving about 24.5 per- 
cent of the military-procurement dollar. 

Mr. Barnes. In this particular instance we are using the same 
definition that the Defense Department itself uses, which is 500 em- 
ployees or less. 

Mr. Yares. Will this be true with respect to the remainder of your 
testimony, that when you refer to small business you mean that type 
of a firm? 
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Mr. Barnes. We mean that type of firm whenever we refer to pro- 
curement. In financial assistance we are authorized by our act to 
make other types of tests. And the act generally says-—— 

Mr. Yares. Do you have other tests? 

Mr. Barnes. Yes, sir. 

Mr. Yarrs. What other tests do you have? I think it will help us 
to follow your statement if you tell us just what you mean by a small- 
business firm. 

Mr. Barnes. For general definitions, one that is independently 
owned and not dominant in its field. 

Mr. Yares. Regardless of size? 

Mr. Hirkins. That is the definition in the act. 

Mr. Yares. All right. 

Mr. Barnes. Generally speaking we classify any of our programs 
in a definition which is administratively used only, we have not 
published it, that any firm that is larger than 1,000 employees is large; 
any firm smaller than 100 employes is small, and in between those we 
have used categories on employment or dollar volume of business done, 
basing our tests on information that has been collected over the years 
by the Department of Commerce. We have a copy of that rather 
lengthy and technical definition which we use when there is doubt in 
our minds as to whether a firm is large or small. We will be glad to 
file that with the committee and make it a part of the record. 

Mr. Puituips. I think that would be a good idea. 

Mr. Yates. I wanted to understand what you meant by small 
business. 

Mr. Puiuuirs. That is quite all right. I think we should all 
understand it, but I think you had better put that statement in the 
record at the end of your statement, which will indicate your defini- 
tions of small business, because no other question is asked us more 
often than that. 

(The information follows:) 

January 19, 1954. 
SBA Bulletin No. 83. 
Subject: Definition of Small Business. 


I, PURPOSE 


This bulletin explains the new size standards which are to be used for a trial 

riod instead of those previously used as provided in section 301.02 in chapter 

Il of SBA-—500, Financial Assistance Manual. Section 301.02 of the Financial 
Assistance Manual will be revised at a later date. 

Section 203 of the Small Business Act of 1953 states that ‘‘* * * a small- 
business concern shall be deemed to be one which is independently owned and 
operated and which is not dominant in its field of operation. In addition to the 
foregoing criteria the Administration, in making a detailed definition may use 
these criteria, among others: Number of employees and dollar volume of business.” 

A detailed definition of small business is necessary to guide operating officials 
who determine within any industry the corcerns which are to be designated 
“small-business concerns.” 

Il. POLICY 


It is the policy of the Small Business Administration as set forth in section 202 
of the Small Business Act of 1953 to “aid, counsel, assist, and protect insofar as 
possible the interests of small-business concerns in order to preserve free com- 
petitive enterprise, to insure that a fair proportion of the total purchases and con- 
tracts for supplies and services for the Government be placed with small-business 
enterprises, and to maintain and strengthen the overall economy of the Nation.” 

This requires that insofar as possible only small-business concerns receive the 
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benefits of the programs of the Small Business Administration. In general, such 
concerns are those which need assistance partly because of their smaller size and 
which are essential to our American economic system of private enterprise with 
its free competition. 

A practical and workable detailed definition of small business is needed to enable 
the Small Business Administration to better channel assistance to these small- 
business concerns. However, making such a definition is difficult, because of the 
wide variation in the size structures of the many different manufacturing industries 
and other types of business activities. Therefore, it is intended that these size 
standards be used only as a guide until their practical use has been demonstrated. 
It is expected that experience and new statistical evidence will justify some 
modification of these size standards. Nevertheless, their use should serve to 
correctly classify practically all of the business concerns seeking small business 
assistance. 

If justifiable, a concern which would be classified as large on the basis of these 
size standards may be designated a ‘‘small-business concern.”’ However, in such 
a case the determination shall be based on pertinent industry or business size 
information. 

Ill. SIZE STANDARDS 


1. For the present, the definition of small business used by the procurement 
agencies shall continue to be used for the purpose of procurement assistance pro- 
grams. That is, any concern which employs 500 or fewer persons, including 
affiliates, shall be classified as small. 

2. Whenever an SBA loan is involved in the issuance of a certificate of compe- 
tency, the same 500 employee standard shall be used in determining a company’s 
eligibility for such loan. 

3. For all other purposes, any manufacturing concern shall be classified: 

(a) As small if it employs 100 or fewer employees; 

(b) As large if it employs more than 1,000 employees; 

(c) Either as small or large, depending on its industry and in accordance with 
the employment size standards attached, if it employs more than 100 but not 
more than 1,000 employees. 

When a manufacturing concern is engaged in the production of a number of 
products classified into different industries, the appropriate standard to be used 
is that which is for the industry in which it is primarily engaged. 

Because employment may vary widely during the year for some line. of business 
activity, consideration should be given to the average employment of a concern 
during the preceding year. 

4. Any wholesale concern, whose annual sales are $2 million or less, shall be 
classified as small. In addition, any of the following types of wholesale concerns, 
whose annual sales are $5 million or less, shall be classified as small: Coal and coke 
(in yards); coffee, tea,s pices; cotton; drugs (general line); dry goods (general 
line); electrical appliances and equipment; electrical goods (general line); farm- 
dairy machinery, equipment; general merchandise; grain; groceries (general line) ; 
hardware, general line, with industrial department; meat, meat products; non- 
ferrous metals and metalwork; piece goods, converters; refrigerator equipment 
(household); tires and tubes; tobacco (leaf); wool (mohair). Any wholesale 
concern also engaged in manufacturing shall not be designated as a “‘small- 
business concern” unless it so qualifies under both the manufacturing and whole- 
saling standards. 

5. Any retail or service trades concern, whose annual sales are $300,000 or less, 
shall be classified as small. In addition, any of the following types of retail 
concerns, whose annual sales are $500,000 or less, shall be classified as small: 
Farm-equipment dealers, lumberyards and building-materials dealers. In the 
case of motor vehicle (new and used) dealers, and department stores, the standard 
shall be $1 million or less. 

6. Careful consideration shall be given to industry or business size information 
submitted to the SBA by any other type of nonmanufacturing concern and by 
any concern which would be classified as large by these standards, but, neverthe- 
less, requests that it be designated a ‘‘small-business concern.’’ Referral should 
be made to the Office of Economie Adviser, if necessary. 

Approved by: 

WeENDELL B. BARNEs, 
Acting Administrator. 


‘ 
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Bustness ADMINISTRATION, 
Washington 25, D. C. 


Employment size standards for identifying small manufacturing concerns 


1 
Cus Employment size standard ! (number of 


employees) 
Industey 


e 


APPAREL AND RELATED PRODUCTS 


Bags, textile 

Belts____.. 

Blouses and waists... 

Canvas products 

Clothing, sheep-lined and 
Clothing, men’s and boys’, n. e. ¢ 
Corsets and allied garments 

Curtains and draperies 

Dresses, children’s. 

Dresses, dozen price 

Dresses, unit price 

Embroideries, except Schiffli-machine__- 
Embroideries, Schiffli-machine 

Fur goods 

Garments, outer, waterproof. 

Gloves, dress, fabric and combination 
Gloves, work, fabric and combination 
Hat and cap materials 

Hats and caps, cloth, men’s and boys’. 
Housefurnishings, n. e. ¢ 

Millinery 

Neckwear, men’s and boys’____.. 


Outerwear, children’s, n. e. ¢ 
Outerwear, women’s, n. e. ¢ 

Robes and dressing gowns 

Shirts, dress, and nightwear, men’s 
Shirts, work” 


Suit and coat findings 

Suits and coats, men’s and boys’ 
Suits and coats, women’s. 
Suspenders and garters. 

Textile products, fabricated, n. e. ¢ 
Trimmings and art goods 

Trousers, separate 

Tucking, pleating, and hemstitching 
Underwear, men’s and boys’ 


CHEMICALS AND ALLIED PRODUCTS 


Acids, fatty 
Alkalies and chlorines_ 
Animal oils, n. e. ¢ 
Biological products 
Botanical products 
Carbon black... 
| Chemical prod: icts, N. 6. 
Cleaning and polishing preparations 
Color pigments, inorganic 
Cyclic (coal-tar) 
| Explosives_... 

Fertilizers... __. 

Fertilizers (mixing only) 

Fibers, synthetic. __. 

Gases, “compressed and liquefied 

Glue and gelatin 

Grease and tallow 

Guim naval stores (steam 

Hardwood distillation... 

Ink, printing. 

| Inorganic chemicals, n. e. 
| Insecticides and fungicides 

2833 | Medicinal chemicals 
2881 | Oil mills, cottonseed 
Oil mills, linseed 
2884 Oil mills, vegetable, n. e. c....--------- 
2843 | Oils and assistants, sulfonated 


See footnotes at end of table, p. 844. 


Em 
Cer 
clas 

j cat 
cote: 100 250 500 1,000 co 
2325 
2341 | Underwear, women’s and 
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Business ADMINISTRATION, 
Washington 25, D. C. 


Employment size standards for identifying small manufacturing concerns—Continued 


Census | Employment size i 1 (number of 

classifi- employees) 

cation | 
code | 


Industry 


| 
CHEMICALS AND ALLIED PRODUCTS—continued 


Oils, essential 
Oils, marine animal 
Organic chemicals, n. e. ¢._. 
Paints and varnishes 
| Pharmaceutical preparations -- 
| Plastics materials 
Rubber, synthetic__-- 
Soap and glycerin 
Softwood distillation 
Tanning and dyeing materials, natural 
Toilet preparations 
Whiting and fillers 


ELECTRICAL MACHINERY 


Appliances. electrical 

Batteries, primary (dry and wet) 
Batteries, storage 

Carbon and graphite products 
Communication equipment, n. e. ¢ 
Electrical control apparatus 
Electrical industrial apparatus, n. e. ¢ 
Electrical products, n. e. ¢ 
Electrical welding apparatus 
Engine electrical equipment 
Lamps, electric 

Measuring instruments, electrical 
Motors and generators 
Phonograph records 

Radios and related products 
Telephone and telegraph equipment 
Transformers. 

Tubes, electronic. 

Wire and cable, insulated 

Wiring devices and supplies 

X-ray and therapeutic apparatus 


FARRICATED METAL PRODUCTS 


Barrels, drums and pails, metal 
Boiler shop products. 

Bolts, nuts, washers and rivets. - 
Cutlery 

and trim, metal___- 


Files... 

Fixtures, lighting. 

Fixtures and fittings, metal plumbing 

Foil, metal 

Galvanizing 

Hardware, n. e. ¢ 

Heating and cooking apparatus, n. e. c 

Metal products, n.e@.c 

Nails and 

Oil burners 

Plating and polishing 

Safes and vaults 

Saws and saw bk: ades, hand__ 

Screw-machine products 

Sheet-metal work 

Stampings, metal_. 

Steel springs 

Structural and ornamental products 

Tin cans and other tinware ERS: 

| Tubes, collapsible 

| Vitreous-enameled products. 

Wirework, n. e. 


See footnotes at end of table, p. 844, 


2992 
2885 
= 

i, 000 

3621 | 
3692 | 
3615 | A 1,000 
3491 ore | 
3443 | 
3407 100 |___. 1,000 
3493 
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Bustness ADMINISTRATION, 
Washington 25, D. C. 


Employment size standards for identifying small manufacturing concerns—Continued 


Employment size standard ! (number of 
employees) 
cation 


FOOD AND KINDRED PRODUCTS 


Animal feeds, prepared 

Biscuit, crackers and 
Bread and other bakery products... 
Butter, creamery 

Canning and preserv ing, except fish 
Cereal preparations 

Chewing gum 

Chocolate and cocoa products. - 
Confectionery products 

Corn products 

Dairy products, special 

Eggs, frozen, and dried___- 


Flavorings 

Flour and meal 

Flours, blended and prepared 
Food preparations, n. ¢ 

Frozen foods 

Fruits and vegetables, dehydrated 
Ice, manufactured 

Ice cream and ices 


and spaghetti 

t 

Meat packing, wholesale _ 
Meats, prepared 

Milk, concentrated 
Oleomargarine 

Pickles and sauces 

Poultry dressing, wholesale ___ 


Sea food, canned. 
Shortening and cooking 
Soft drinks, bottled 

Sugar, beet’ 

Sugar, raw cane 

Sugar refining, cane 

Vinegar and cider 

Wines and brandy 


FURNITURE AND FIXTURES 


Furniture and fixtures, n. e. 

House furniture, metal, pa upholstered 
House furniture, wood, except upholstered - 
Household furniture, n. e. ¢ 

Household furniture, upholstered 
Mattresses and bedsprings 

Office furniture, metal 

Office furniture, w 

Partitions and Matures. 

Professional furniture 

Public building furniture 

Reed and rattan furniture 

Restaurant furniture 

Screens, window and door 

Shades, window 

Venetian blinds 


INSTRUMENTS AND RELATED PRODUCTS 


Dental equipment and supplies 
Measuring instruments, mechanical 


Optical instruments and lenses 
Photographic equipment 
Scientific instruments 

Surgical and medical instruments 
Gorgical appliances and supplies. 


See footnotes at end of table, p. 844. 


Ce 
cls 

code 100 250 500 1,000 : 
2007 | 
2084 
2512 | 
2515 | | 
2541 | | 900 
2563 00 
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Bustness ADMINISTRATION, 
Washington 25, D. C. 


Employment size standards for identifying small manufacturing concerns—Continued 


Employment size standard ! (number of 


classifi- Ind employees) 


LEATHER AND LEATHER PRODUCTS 
Belting, industria) Jeather............................ 


3131 | Footwear, cut stock. 
3141 | Footwear, except rubber___......-- 
3151 | Gloves, leather dress__..........._- 
3152 | Gloves, Jeather 
3171 | Handbags and purses_. 

3199 | Leather goods, n. e. ¢...--.-.-- 


3172 | Leather goods, small. ______._______. 
3111 | Leather tanning and finishing 
3192 | Saddlery, harness, and whips_-.--- 


LUMBER AND PRODUCTS, EXCEPT FURNITURE 


Baskets, fruit and vegetable__.....................-.- 
Boxes, wooden (except cigar boxes) _ - 


2493 | Frames, mirror and picture ___- 
2492 | Lasts and related products. - 
2431 | Millwork plants__.........-- 
2442 | Rattan and willow ware, n. e. c____.....--....-..-... 
2421 | Sawmills and planing mills, general 
2491 | Wood 
Wood products, prefabricated 


MACHINERY (EXCEPT ELECTRICAL) 


3564 | Blowers and 
3571 | Computing and related machines. __..............--- 
3531 | Construction and mining machinery. 
= 

3562 | Elevators and escalators. 
3519 | Engines, internal-combustion __- 
3511 | Engines and turbines, steam 
3522 | Farm machinery (except tractors) 
3551 | Food-products machinery. 
3567 | Furnaces and ovens, industrial 
3569 | General industrial machinery, n. e. ¢___.-.-...--- 
3582 | Laundry and dry-cleaning machinery 
3581 | Laundry equipment, domestic 
3542 | Metalworking machinery, n. e. c 
3579 | Office and store machines, n. e. c 
3532 | Oil-field machinery and tools 
3554 | Paper-industries machinery 
3592 | Pipe and fittings, fabricated 
3566 | Power-transmission equipment. 
3555 | Printing-trades 
3561 | Pumps and compressors. 
3586 | Pumps, measuring and dispensing 
3585 | Refrigeration machinery 
3676 | Seales and balances... ........................ 
3589 | Service and household machines, n. e. ¢__.-_-- 
3583 


3559 | Special industry machinery, n. e. ¢ 
3568 | Stokers, mechani 


Tools, cutting, jigs, fixtures, ete_............_- 


See footnotes at end of table, p. 844. 


code | 100 250 500 1,000 

| 

| 

) 

) 

3565 Trucks and tractors, industrial. 
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Employment size standards for identifying small manufacturing concerns—Continued 


Business ADMINISTRATION, 


Washington 25, D. C. 


Census 
classifi- 
cation 


Industry 


Employment size standard ! (number of 
employees) 


1,000 


| Sporting and athletic g 


See footnotes at end of table, p. 844. 


MACHINERY—continued 


Valves and fittings, except nar. 


MISCELLANEOUS MANUFACTURES 


Beauty and barber shop equipment-_-__--.......--.-- 


Carbon paper and inked ribbons_--__--.........--.-- 
Fireworks and pyrotechnics. 
Flowers, 
Furs, dressed and dyed... 
Games and toys, n. 
Instruments, musical, n. e. ¢_ 
Jewelers’ 
Jewelry and cases. 
Jewelry (precious metal) 
Lapidary wor 
Miscellaneous products, 
Models and patterns (except paper) _-_.......-......-- 
Needles, pins, and fasteners 
Pens and ‘mechanical pencils. 


Plastics products, n. e. ¢_.__- 
Shades, 

Silverware and plated 
Small arms____- 
Small arms 


Stamps, hand and Mot 
Umbrellas, parasols and canes... 


PAPER AND ALLIED PRODUCTS 


Denes, 

Envelopes. 
Fiber cans, tubes, drums, ete 
Paper and board, die-cut ____- 
Paper and board mills_- 
Paper coating and glazing 
Paper products, converted, n 
Pulp goods, and 


PETROLEUM AND COAL PRODUCTS 


Coke ovens, byproduct___- 

Fvels, briquets and packaged 
Lubricants, n.e.c 
Paving mixtures and 
Petroleum and coal products, n. ¢. ¢.....-...-.---..-- 
Petroleum refining... 
Roofing felts and coatings.. 


E 
cl 
code 100 250 500 PY] 
3963 | | 
2661 
2699 
| 
2992 
2011 P 1, 000 


$43 


Business ADMINISTRATION, 


Washington 25, D. C. 


Employment size standards for identifying small manufacturing concerns—Continued 


Census 
classifi- 
cation 
code 


Industry 


Employment size standard ! (number of 
employees) 


PRIMARY METAL INDUSTRIES 


3351 | Copper rolling and drawing angen. 1,000 


3391 | Iron and steel forgings. 
3399 | M etal industries, primary, n. 
3359 | Nonferrous metal rolling, n. e. ¢.................-..- 
3339 | Nonferrous metals, primary, n. e. c 
3341 | Nonferror’s metals, secondary. 
3393 | Pipe, welded and heavy 
3312 | Steel works and rolling mills (includes 3311, blast 
3392 | Wire drawing 1,000 
K Zinc, primary 1 


PRINTING AND PUBLISHING INDUSTRIES 


Blankbook making and paper ruling 


2789 | Bookbinding work, miscellaneous_- 

2731 | Books: publishing and printing... 

2771 | Cards, 

2704 Electrotyping and stereotyping. 

2792 | Engraving and plate printing 

2761 | Lithographing_-. 

2783 | Loose-leaf binders and devices._....__--_..-_-- 

2793 | Photoengraving- 

2741 | Publishing, miscellaneous. - 


RUBBER PRODUCTS 


Foot wear, rubber 


3099 | Rubber industries, n. e. ¢ 
3031 | Rubber, reclaimed. | 


Tires and inner tubes 


STONE, CLAY, AND GLASS PRODUCTS 

3292 | Asbestos products 
3251 | Brick and hollow tile... 
3265 | China decorating ETS: 
3259 | Clay products, structural, n. e. c__.........-------- 
3221 | Containers, glass. 
3281 | Cut-stone and stone products... 
3293 | Gaskets and asbestos insulations. - 
3211 | Glass, flat 
3231 | Glass, products of purchased 
3229 | Glassw are, pressed and blown, n. e. ¢_.._-- 
3294 | Graphite, grcund 
3299 | Mineral products, nonmetallic, n. e. ¢. 250 | 
3295 | Minerals, ground or treated _ 


See footnotes at end of table, p. 844. 


| 
100 | 250 | 500 | 1,000 
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Business ADMINISTRATION, 
Washington 25, D. C. 


Employment size standards for identifying small manufacturing concerns—Continued 


Employment size standard ! (number of 
Census employees) 


ployees 
‘cation Industry 
500 


STONE, CLAY, AND GLASS PRODUCTS—continued 


Porcelain electrical supplies 
Pottery prod 

Sand-lime products... __ 
Statuary and art goods 

| ‘Tile, floor and wall. 


TEXTILE MILL PRODUCTS 


Carpets and rugs, n. e. ¢ 

Carpets, rugs and carpet yarns, wool 
Cordage and twine 

Fabric, knit, mills 

Fabric, narrow, mills 

Fabrics, coated, except rubberized 
Fabrics, cotton broad woven 

Fabrics, rayon and related broad woven 
Fabrics, woolen wors' 

Felt goods, n. e. 

Floor coverings hard ‘surface 

Glove, knit, mills. 

Hats and hat bodies, fur felt. _- 

Hats and hat bodies, wool felt__. 

Hats, straw 

Hatters’ fur 

Hosiery, full-fashioned mills 

Hosiery, seamless, mills_ 

Jute (except felt) and linen ‘goods 
Knitting mills, n. e. ¢ 
Outerwear, knit, mills__ 

and upholstery ‘filling. 


T extile goods, n. e. ¢ 

Textile finishing, wool... 

Textile finishing, wool 

Textile waste, processed 

Thread mills. 

Underwear, knit, mills.....................--.---.-.. 
Yarn mills, cotton system 

Yarn mills, silk system 

Yarn mills, wool, except carpet___- 

Yarn throwing mills 


TOBACCO MANUFACTURES 


Tobacco, chewing and smoking 
Tobacco, stemming and redrying 


TRANSPORTATION EQUIPMENT 


Aircraft equipment, n. e. 
Aircraft propellers > 


Locomotives and parts 

Motorcycles and bicycles 

Motor vehicles and parts___- 
Railroad and 
Shipbuilding and 
Trailers, automobile 

Trailers, truck 

Transportation equipment, n. e. ¢._. 
Truck and bus bodies 


1 Any manufacturing concern will be considered small if it ——— no more than the —— of employees 


indicated by the employment size standard for the industry in which it is primarily e 


2 The abbreviation n. e. c. means not elsewhere classified 


2259 | 
2253 
2254 
2111 | Cigarettes__.____- Jig 1, 000 
3732 | Boatbuilding and repairing... 900 
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Mr. Barnes. If the committee please, in dealing with procurement 
matters we have felt it desirable to use the same definition that the 
Department of Defense itself uses. Thus, our statistics are the same 
as theirs, and thus we are able to give assistance in helping them in 
the total program. 

Mr. Yares. Is this because you believe this to be a good definition or 
solely because it is the one used by the Department of Defense ? 

Mr. Barnes. There are two reasons. First, since it is being used by 
the Department of Defense we need to apply common definitions to 
the same type of firm; secondly, they have many different people that 
are dealing with procurement in the Defense Department, and the 
500-employee test that they use is one that is readily ascertainable. 
You don’t have to go into many other categories. Thus, for sim- 
plicity’s sake in procurement matters we have used the same test that 
they have been using for many years. 

Mr. THomas. Mr. Administrator, one of the main purposes of this 
act was to see to it that the armed services, in the field of military 
procurement, allocated a fair share of their procurement dollar to 
small business. Your standard may be very fair and equitable but it 
does not do your organization any good to come in here and say you 
adopted their standard just because it fits in the groove. 

Mr. Putiutrs. Go on, Mr. Barnes. 

Mr. Barnes. According to a report just recently issued by the De- 
fense Department, as of the end of fiscal 1953, 100 large corporations 
had received 64 percent of all defense contracts awarded since Korea. 
In each fiscal year since the start of the mobilization program, the 
percentage of total contracts held by large corporations has increased. 

During the first quarter of the current fiscal year small firms were 
awarded 20 percent of the dollar value of total military contracts. 
There is little cause for encouragement in this increase in the small 
business share, however, since cutbacks in large contracts during the 
quarter made the value of the contracts suitable for award to small 
business considerably larger than their normal proportion to the net 
total awards. Further, the increase does not mean as much from a 
dollar standpoint as it ordinarily might—military purchases during 
the quarter were the smallest of any quarter since Korea. 


PROCUREMENT ASSISTANCE 
JOINT DETERMINATIONS 


The most important authority given SBA in the field of procure- 
ment is the authority to make what are called joint determinations. 
These are decisions, made jointly with procurement agencies of the 
Defense Department, that certain of their purchases should be ear- 
marked in whole or in part for placement with small firms, either in 
the interest of mobilizing the Nation’s full productive capacity or in 
the interest of war or national-defense programs. 

Under this authority, SBA representatives at 35 major military pur- 
chasing offices screen nonconfidential procurements and initiate joint 
determinations on those which small firms can supply. If a military 
purchasing officer agrees to a joint determination proposed by SBA, 
the contraet, or the agreed percentage of it, is then placed with small 
firms by means of competitive bidding. If the contracting officer 
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rejects or modifies the SBA proposal, SBA may appeal to the chief 
procurement official of the installation. His decision in the matter 
usually is final. 

SBA’s joint determination program, which is a followup to the 
program begun by SPDA, has been in operation since August 1, 1953, 
the date when SBA came into being. Since then, SBA representatives 
at military purchasing centers have initiated joint determinations on 

yurchases totaling $158,094,000._ The military purchasing officials 
have agreed to earmark, for exclusive award to small business, pur- 
chases amounting to $110,230,000. 

The value of contracts earmarked for small business during the 
current fiscal year has been far less than was originally anticipated. 
There are two main reasons for this: The marked decline in new mili- 
tary purchases, and the large number of canceled procurement actions 
and contracts. A study of procurement action in most of the major 
Army and Navy offices which are covered by our representatives shows 
that dollar volume of purchases by these installations in the first 6 
months of the current fiscal year was only 34.2 percent of the volume 
during the first 6 months of fiscal year 1953. Our figures on Air 
Force purchasing are not yet complete, but we do know that the total 
value of procurements screened by our representatives at the major 
Air Force purchasing centers during the first 6 months of the current 
fiscal year was only 30 percent of the value of those seteened during 
the same period of fiscal 1953, 

Indications are, however, that military purchasing will be much 
heavier during the second half of this fiscal year. In fiscal year 1953 
only about 31 percent of total military expenditures for the year had 
been made by December 31. As the volume of military purchasing 
increases, so too, will SBA’s opportunities to earmark contracts for 
small business. 

To strengthen the joint-determination program, SBA recently has 
proposed fo the Department of Defense a number of important changes 
im our basic agreement. If adopted they should serve to increase 
greatly the potential volume of military contracts for small firms. 
Negotiations with the Defense Department on the suggested changes 
are continuing. 

The joint-determination procedure has been limited to date to SBA’s 
programs with the military departments. However, we have adopted 
other types of procedures with other large purchasing agencies to 
increase the small-business share of their purchases, also. For 
example, under a program with the General Services Administration, 
SBA’s regional offices are informed of all purchases to be made in their 
regions by GSA. The SBA regional offices, using the small-plant 
facil'ties record which each office maintains, then call the proposed 
purchases to the attention of small firms which have the necessary 
facilities to bid on them. 

SBA’s field offices also notify qualified small concerns of joint de- 
termination and other Federal purchases on which they may wish to 
bid. In the period August 1, 1953, through December 31, 1953, 33,759 
notifications of this kind were made to qualified concerns. 

Mr. ANprews. What authority does your agency have to force the 
military or General Services to award a contract to a small business? 

Mr. Barnes. Well, the joint determination procedure is the only 
authority that we have. 


Mr. Anprews. You don’t have authority to make them award a 
contract 

Mr. Barnes. No, sir; but by agreement with—— 

Mr. ANprews. Do you render any service to small business General 
Services would not render when they circularize their bids? 

Mr. Barnes. Yes, sir. The General Services Administration merely 
advertise their bids generally, and under the agreement with us we 
receive information and we funnel that through SBA referrals to 
small businesses, who, generally speaking, do not have personnel to 
follow closely—— 

Mr. ANprews. First of all they must come in with a low bid? Is 
that right? 

Mr. Barnes. That is right, sir. 

Mr. Proceed. 


PRIME CONTRACTS AND CERTIFICATES OF COMPETENCE 


Mr. Barnes. In addition to its joint determination authority, SBA 
has two other broad authorities in the field of procurement: The 
authority to enter into prime contracts with other Government agen- 
cies, subcontracting production under the contracts to small firms, 
and the authority to certify to the financial and technical competency 
of small firms to perform specific contracts on which they are the low 
bidders or on which their price quotations are within negotiation 
nae Similar authorities were held by SDPA. 

SBA is using its prime contracting authority as a standby authority 
to be employed in cases involving extreme hardship for the contractor 
or urgent military need for the product involved. So far, no case in 
the past 6 months has arisen in which we have not been able to solve 
the problem through employment of other of our authorities. SBA 
is at present studying other possible uses of its prime contracting 
authority, for example, as a possible means of placing more Govern- 
ment contracts in surplus labor areas. 

The issuance of certificates of competency continues under SBA to 
result in savings to the Government and to insure for a qualified small 
plant, which is the lowest responsive bidder on a purchase, favorable 
consideration in the award of the contract. 

Since August 1, 1953, SBA has received 17 requests for certificates 
of competency, and has issued 5, disapproving the other applications 
because inadequate productive capacity or lack of credit would have 
prevented the small firms from fulfilling the contracts in question. 

When a small plant applies to SBA for a certificate, production 
and financial specialists Ao the nearest SBA field office are sent to 
the plant to make a comprehensive survey of it. Their report and 
their recommendation are forwarded to the Washington office. After 
careful review of the case, the Washington office decides whether to 
issue or to a a certificate. If a certificate is issued and the com- 
pany receives the contract, a followup procedure goes into immediate 
effect under which SBA maintains close liaison with the company to 
give it any needed assistance, such as with production problems. 

In addition to considering new applications for certificates, SBA 
has been administering a number of certificates which were issued 
by SDPA. On August 1, 1953, there were 77 of these; on January 15, 
1954, there were 54. 
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SMALL BUSINESS PRODUCTION POOLS 


Another part of SBA’s production-assistance program is aid to 
small business production pools.. SBA helps the pools to organize, 
approves their proposed plans of operation, subject to the con- 
currence of the ddtedner General and the Chairman of the Federal 
Trade Commision; helps the pools to locate specific contract oppor- 
tunities, and performs certain necessary functions in regard to changes 
in membership of the pools and modification of their operating 
methods. 

In recent months, perhaps as a result of reduced pressure to seek 
defense contracts because of the relaxation of Government controls, 
small firms have exhibited less interest in forming production pools. 
Nevertheless, SBA has completed the necessary steps for approval 
of three new production pools, has assisted other groups which are 
considering forming pools, and has taken necessary action in regard 
to changes in pool memberships. SBA is at present studying use 
of the production-pool technique for possible application to surplus- 
labor areas. 

There are now 26 approved small business production pools, made 
up of 581 small firms with approximately 28,000 employees. 


SUBCONTRACTING PROGRAM 


For many small firms, the most practical way to participate in 
Government procurement is at the subcontracting level. Through the 
small plant facilities records to which I referred earlier, SBA’s 
field offices are able to bring together quickly large prime contractors 
and small potential subcontractors. 

One of the most successful parts of this program is an arrange- 
ment with the Atomic Energy Commission whereby AEC’s large 
cost-type contractors, who necessarily do much of the agency’s pur- 
chasing, call upon SBA’s field offices for assistance in locating capable 
subcontractcrs. SBA’s Cleveland regional office alone is receiving 
more than 300 calls for subcontractors each month from AEC prime 
contractors. 

During the 5-month period from August 1, 1953, through Decem- 
ber 31, 19538, SBA field offices pachhiied 2,229 requests from prime 
contractors for help in locating subcontractors and made 3,856 
referrals of small plants to those and other prime contractors. 


FACILITIES INVENTORY 


SBA is authorized by the Small Business Act to make a complete 
inventory of small business productive facilities whenever it deems 
such action necessary. SBA’s regional offices are continually engaged 
in building up their facilities inventory both for use in our current 
procurement programs and as a valuable source of information on 
the productive potential of small plants. About 20,000 companies 
had registered with SBA for procurement assistance purposes through 
December 1953. 
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OTHER ACTIVITIES 


In addition to the major procurement assistance activities which I 
have discussed, SBA’s Washington and field personnel carry on many 
other activities which are designed to increase the small business share 
of Government contracts. 'These include helping the small business 
to determine what agencies buy the products which it has to sell and 
helping it to get its name on the proper bidders lists; advising quali- 
fied small firms of specific items for which purchasing agencies need 
additional suppliers; helping them to obtain necessary prints and 
specifications ; providing them with a reference library of packaging 
and packing cee Rago which best fit the needs of small business, 
and assisting them in numerous other ways. 


FINANCIAL ASSISTANCE 


SBA/’s financial assistance program includes help to small firms in 
solving their financial problems and rehabilitation loans to victims 
of floods, storms, and other disasters. 

The Small Business Act authorized the creation of an SBA revolv- 
ing fund of $275 million, of which $150 million was to be used in 
making business loans; $25 million in making disaster loans, and $100 
million in taking Government prime contracts for subcontracting to 
small firms. Congress appropriated $55 million against this 
authorization. 

SBA is authorized to participate in loans to small firms by private 
lending institutions or to make direct loans to small firms, up to a 
maximum of $150,000 to any one borrower. Important statutory re- 
strictions on the authority are: the financing cannot be extended to 
a small concern if it is available on reasonable terms from private 
lending sources; SBA participation in a loan made by a private lend- 
ing institution cannot exceed 90 percent, and SBA cannot purchase 
an immediate participation in a loan if a deferred participation is 
available. 

The Small Business Act provides for an agency Loan Policy Board, 
made up of the SBA Administrator, as Chairman, the Secretary of 
the Treasury, and the Secretary of Commerce. SBA did not begin 
its lending function until September 29, 1953, when the lending 
authority of the RFC ended. This 60-day interim period after crea- 
tion of SBA was used by the agency to start recruitment of its finan- 
cial assistance staff and to develop necessary loan procedures. Pend- 
ing start of the SBA programs, small firms in need of financing were 
ge under the RFC Liquidation Act to apply to the RFC for 
oans, 

SBA’s financial assistance program is designed, first, to assist small 
firms in solving their financial problems without, if possible, having 
to borrow; second, if borrowing is absolutely necessary to make it 
easier for them to obtain the necessary credit from private lending 
sources; third, if private financing is not otherwise available to the 
small firms on reasonable terms, to provide them with the needed 
financing through SBA participation loans with private institutions, 
=—e fourth, as a last resort, to make direct Government loans to the 

rms. 
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Small firms generally are at a competitive disadvantage because of 
inability to afford specialized financial management. SBA’s financial 
specialists help them to overcome this disadvantage by counseling 
with them on their financial problems and by assisting them in their 
transactions with private lending agencies. Because of this need to 
counsel and guide small firms and to suggest alternative solutions to 
their financial problems, SBA’s financial specialists of necessity must 
not only understand Government lending policies and procedures but 
also must have a broad background in credit and banking. 

SBA’s regional offices are receiving some 900 requests a week from 
small firms for financial information or advice. While many of the 
requests are for information on loan application procedures, most are 
for assistance with a wide variety of financial problems. 

As part of the program to stimulate additional private credit for 
small firms, we have provided information on the bank-SBA par- 
ticipation plan to approximately 16,000 commercial banks. We also 
have offered full cooperation to the development credit corporations 
which have been formed in each of the six New England States and 
ae provided information on starting such corporations to all other 

tates. 

The number of applications to SBA for loans has increased sharply 
each month. In October we received 33 applications; in November, 
68, and in December, 145. So far in January we have received 129 
applications. 

Through January 21, SBA had received 375 loan applications re- 
questing loans amounting to $23,719,420. It had approved 15 direct 
loans totaling $1,051,000 and had agreed to participate in 19 other 
loans to the extent of $945,000. In addition, the SBA regional offices 
and the Washington office were processing 279 applications for loans 
totaling $17,248,342. This of course involves, in some cases, obtaining 
additional information from or about the applicants. 

Following authorization of a loan, a certain amount of time is con- 
sumed before the funds are made available to the borrower, due to the 
necessity for the borrower to comply with the terms and conditions 
imposed by the authorization granting the loan. In many instances 
such conditions require the pledge of real estate and chattel mortgages. 
which necessitates a title search, preparation of mortgage documents, 
and so forth, and also the preparation of other documents deemed nec- 
essary to afford adequate protection to the Government. 

SBA has declared six areas disaster areas because of storms, floods, 
or other emergencies, in this way making persons whose homes or 
businesses have suffered damage eligible to apply for rehabilitation 
loans. We have approved 68 disaster loans amounting to $218,332. 


PRODUCTION ASSISTANCE 


SBA’s work in this area is of two types—assistance to small firms 
in acquiring the materials and equipment which are essential to the 
manufacture of their products and assistance to small firms in solving 
management and technical problems that reduce the efficiency of either 
the production or distribution of products. 
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MATEKIALS AND EQUIPMENT ASSISTANCE 


Shortages of materials and equipment are not the problem today 
that they were a year or two ago. However, small firms still call on 
SBA from time to time for assistance in locating unusual materials or 
equipment. SBA helps in these cases and also acts as spokesman for 
small business before Government agencies responsible for materials 
planning and policies. For example, SBA staff members serve as 
members or observers on important committees of both the Office of 
Defense Mobilization and the Business and Defense Services Adminis- 
tration of the Department of Commerce. 

In the important area of machine tools SBA assists both the small 
users of such tools and the small machine-tool builders, rebuilders and 
used-tool dealers. SBA representatives consult with officials of the 
Office of Defense Mobilization, the Business and Defense Services Ad- 
ministration, the General Services Administration, and the Depart- 
ment of Defense to assure full consideration of the interests of small 
firms in the distribution of Government-owned machine tools. 

Another SBA activity is assistance to small firms in obtaining ac- 
celerated tax amortization privileges under the Government’s pro- 
gram to encourage expansion of essential industrial facilities. SBA 
represents small firms at the policy level; provides them with informa- 
tion on the industrial expansion goals which remain open; helps them 
to file their applications, and, where necessary, presses for speedier 
action on, or reconsideration of, their applications in connection with 
tax amortization. 


MANAGEMENT AND TECIINICAL ASSISTANCE 


One of the most serious problems of small firms is lack of well- 
rounded management experience and inability to make up for this 
lack by employing experts in the various phases of manufacturing or 
distributing a product. SBA helps with the problem by assisting 
individual small firms which are experiencing management or produc- 
tion difficulties and by providing small firms with publications and 
other services which enable them to acquire broader management ex- 
perience. 

Specialists on SBA field office staffs assist small firms with a wide 
variety of management problems and with technical problems ranging 
from plant layout to production processes and packaging of the 
product. Ifa problem cannot be met at the field office level it is re- 
ferred to SBA’s Washington office. 

In order to reach many thousands of small businesses with informa- 
tion on up-to-date management and production methods, SBA issues 
four series of helpful publications. These publications, which deal 
with such subjects as selling to the Government and improved plant 
maintenance and other type subjects, are easily read, readily under- 
stood, and, most important of all, they are practical. They are based 
on subjects suggested by small firms, trade associations and SBA field 
office specialists, and are written by experts in private industry or the 
Government. Their value is attested to by the fact that trade associa- 
tions, the business press and other interested organizations reprint 
and redistribute many of the shorter publications regularly, at no 
cost to the Government, and by the fact that some 40,000 copies of the 
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larger publications have been purchased by small firms from the Goy- 
ernment Printng Office. 

One publication which SBA will issue in the near future is a Gov- 
ernment-purchasing directory showing approximately 5,000 major 
items or classes of items purchased by both military and civilian pur- 
chasing agencies and the offices of the Government which buy them. 
This directory, which will be invaluable to any businessman interested 
in selling to the Government, will be sold at a very nominal cost. 

As another means of helping small firms to keep abreast of the 
latest management policies and production methods, SBA has recently 
started plans for a series of extension courses in important manage- 
ment subjects. The courses will be cosponsored by university schools 
of business, colleges of engineering, and evening colleges, and will be 
taught by faculty members of these educational institutions. In plan- 
ning the courses, we are soliciting the advice of trade groups, chambers 
of commerce, and other interested business and civie organizations. 
We have arranged pilot courses with four universities. 

SBA also is developing a products assistance program designed to 
help small firms to identify products which they are capable of manu- 
facturing and for which aaa is a continuing and unsatisfied market 
potential. SBA believes that this program will be of increasing im- 
portance in helping small defense producers to locate civilian prod- 
ucts to replace their discontinued military work. As part of the pro- 
gram, SBA field offices are providing small firms with information 
on the nearly 20,000 patented inventions which the Government itself 
owns or in which it has an interest and which are normally available 
for use under royalty-free license. 


LOCALIZED ASSISTANCE AND SELF-HELP 


SBA believes that assistance, to be of the greatest help, should be 
given the small business in or near its own community. The busi- 
nessman should not have to spend time and money coming to Wash- 
ington for assistance with a problem which needs immediate attention 
and which can best be considered by someone who is familiar with the 
characteristics of his own area. 

For that reason, we are decentralizing and have decentralized our 

rogram operations to as great an extent as possible, although, in the 
interest of economy, all staff functions of Saget i such as fiscal 
and personnel, and administrative services, are centralized in Wash- 
ington. We have at present 30 field offices—13 regional offices and 
17 branch offices—but are considering further decentralization in 
order to make our services available to the greatest possible number 
of small firms. The staffs of our eo, offices range from 24 
employees in New York to 10 in Denver. Most of the branch offices 
have only 3 employees—a financial specialist, a production specialist, 
and a stenographer. In addition, we have or plan to have repre- 
sentation at most major procurement centers for the joint determi- 
nation program and other purposes. Out of a planned total of 545 
employees in fiscal year 1955, 335 will be located in the field, close 
to the businesses they serve. 

In all of our programs, we are working with State and local groups, 
encouraging them to carry as much of the burden as possible. In this 
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way we are multiplying our own resources and at the same time bring- 
ing into our programs groups which understand fully the problems 
of small firms in their communities and are vitally interested in 
solving them. We are receiving the assistance of State and local 
government agencies, civic, and business groups, and private firms. 

As part of our policy of building a cooperative effort, we are estab- 
lishing both national and local small-business advisory groups. 
These groups, which will assist in developing and carrying out our 

rograms, will be made up primarily of owners of small businesses, 
but will also include persons engaged in other fields of business, 
in finance and in the professions who are familiar with and interested 
in the problems of small business. All of them will serve without 
compensation. 


APPROPRIATION ESTIMATE 


The appropriation estimate for SBA for fiscal year 1955 for salaries 
and expenses amounts to $4,300,000, which includes a direct appro- 
priation of $2,650,000 and a transfer from the SBA revolving fund 
of $1,650,000. This compares with the 1954 gt phe ooo of 
$3,775,000, made up of a direct appropriation of $2,200,000 and a 
transfer from the revolving fund of $1,575,000. Of the $3,775,000 
appropriated in fiscal year 1954, it is anticipated that obligations 
will not exceed $3,725,000. Thus, a savings of at least $50,000 will 
be made. 

Of the increase of $575,000 requested for the next fiscal year, 
$350,000 is to cover the annualization costs of our 1954 staff, since 
the 1954 appropriation provided funds for only 11 months of opera- 
tion. The 2a te of $225,000 will provide for the employment of 
20 additional people who will be engaged primarily in developing 
closer State and local cooperation in SBA’s program, which in turn 
will make possible further decentralization of our operations. 

Of the $275 million revolving fund authorized in the Small Busi- 
ness Act for business and disaster loan and prime contracting pur- 
poses, an appropriation of $55 million against the authorization was 
made by Congress in fiscal year 1954. On the basis of presently known 
requirements, no additional appropriation for the revolving fund is 
being requested in the estimate before the committee. 

In conclusion I want to say that we feel confident that SBA has de- 
veloped sound, practical, and economical programs to fulfill the 
responsibilities assigned it by the Congress. The programs are gain- 
ing speed and increasing steadily in effectiveness. I am sure that 
they will be of major benefit to small business and to the national 
economy as a whole. 


APPROPRIATION 1954 AND ESTIMATE 1955 


Mr. Putmures. Thank you very much, Mr. Barnes. Now we will ask 
you a few questions about your statement. The amount you are ask- 
ing for appears in the committee print of the bill on pages 210 and 
211. There is a little confusion here. I had better use your justi- 
fication because the justifications do not correspond with the print. 
You might explain that. You originally asked in the printed budget 
for an appropriation for next year of $2,650,000 to compare with 
$2,200,000 for the current year. Will you separate that, Mr. Hanna? 
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Mr. Hanna. Yes, sir. The amount of $2,650,000 is a direct ap- 
propriation, and, in addition, we are asking for a transfer from the 
revolving fund of $1,650,000. That compares, as you have indicated, 
with $2,200,000 in 1954 as a direct appropriation and a transfer from 
the revolving fund of $1,575,000. Now there has been a slight change 
in concept between the 2 fiscal years. In 1954, included in the trans- 
fer from the revolving fund was our complete financial assistance 
program, including both direct lending and the other financial services 
which we render. Upon discussion with the Budget Bureau, and 
inasmuch as those are reflected as costs against the revolving fund in 
our financial statements, it was considered advisable to eliminate from 
the transfer the financial assistance function we perform other than 
direct lending. So a direct comparison cannot be made for that 
reason. 

Of course, the other factor is that the $2,200,000 was only for 11 
months, sir, whereas the $2,650,000 is for 12 months. 


TRANSFER FROM REVOLVING FUND FOR ADMINISTRATIVE EXPENSES 


Mr. Puiures. That suggests a couple of questions. First, what 
authority do you have to transfer from a fund of $55 million, which 
was given you for lending purposes, an amount of $1,650,000 to be 
used for administrative costs ? 

Mr. Hanna. It is on the assumption, sir, that each revolving fund 
should reflect all costs which pertain to it. So, in order for that to be 
done there was a recommendation in the estimate last year, and re- 

ated this year, that that portion which should be charged to the 
find actually be a transfer and an expenditure from the fund. 

Mr. Putturrs. In other words, of the amount that you expect to 
spend next year $1,650,000 has to do with the lending ¢ 

Mr. Hanna. That is correct, sir. 

Mr. Primpips. The $2,650,000 has to do with the other functions of 
the Small Business Administration ? 

Mr. Hanna. That is correct. 


STATUS OF THE REVOLVING FUND 


Mr. Putiures. You state that no additional appropriation for the 
revolving fund is being requested. How long do you expect this $55 
million fund to last, and will you state again so it will be here in the 
record the amount you have already used against that fund for 
lending? 

Mr. Hanna. Our estimate contemplates that the fund will be en- 
tirely exhausted by June 30, 1955. That, by the way, is the au- 
thorized life of the agency. At the present time we have loan obliga- 
tions of slightly under $2 million, representing loans which have been 
approved through January 21. 

Mr. Putures. You have $53 million less the administrative costs ? 

Mr. Hanna. That is right. 

Mr. Pritiies. Do you expect to spend all of that in the next 17 
months ? 

Mr. Hanna. Our estimate contemplates that approximately 350 
loans will be approved this year and 700 next year. That is on the 
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business-type loans at an average of $50,000 per loan. Actually our 
experience so far is running larger than that average. 
{r. Puiures. Now we come back 

Mr. Barnes. May I add one more fact to that, Mr. Chairman ? 

Mr. Putuuies. Yes. 

Mr. Barnes. When we say exhausted we do not mean that the fund 
will be completely depleted, because obviously these funds have been 
loaned and there will be a constant repayment into the fund. 

Mr. Puitures. Is it a monthly amortization ? 

Mr. Hanna. In most cases it is, sir. 

Mr. Puitiirs. What happens to the money when they pay it back, 
does it go to the Treasury? 

Mr. Hanna. It goes to the revolving fund. 

Mr. Putiures. Then you actually will have probably 5 percent or 
between 5 and 10 percent of your fund back in the fund by the end of 
1955? 

Mr. Hanna. May I point out, sir, that even considering the esti- 
mated repayments which we will receive, the undisbursed balance of 
the fund on June 30, 1955, which will be about $17,600,000, will be 
covered by undisbursed amounts of loans which have been approved. 
Mr. Putters. I understand that. 


APPORTIONMENT OF CURRENT APPROPRIATION ON 11 MONTHS BASIS 


Mr. Barnes, you came in last year and got a certain amount of 
money for 11 months. 

Mr. Barnes. Yes, sir. 

Mr. Puimures. You had no authority to say that you could divide 
that into 11 monthly payments and then come back the next year 
and say, “We will have to have one-eleventh more than we had last 
year in order to operate this year.” You are, in effect, coming in now 
and asking us to increase your authorization for personnel. You are 
the second agency to do that this year. The other agency was not 
successful. 

Mr. Hanna. The assumption was that the appropriation which we 
received was to carry the agency in the manner planned for the full 
period of the fiscal year that it was in existence. Our funds were 
apportioned by the Budget Bureau on the premise that the appro- 
priation was an 11-month appropriation, not a 12-month appropria- 
tion. 

Mr. Tuomas. In fact, your request shows an increase of about $575,- 
000; $350,000 annualized and $225,000, increased, for all practical 
$575,000 over last year. 

r. Hanna. May I point out that the Small Defense Plants Ad- 
ministration was in existence for 1 month. They received an appro- 
priation for $300,000 for that 1 month. The Small Business Admin- 
istration received an appropriation for the period August 1, 1953, 
to June 30, 1954. 


NUMBER OF EMPLOYEES AUTHORIZED ON PAYROLL 


Mr. Tuomas. What you are telling the chairman is that you are 
obligated to your entire 1953 budget. How many employees do you 
have on your payroll at this time? 
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Mr. Puitirps. How many employees were authorized and how 
many do you have on the payroll at this time, and how many do you 
expect to have in 1955 ¢ 

Ir. Hanna, We had 449 on the payroll as of Friday. Our esti- 
mated June 30 employment—— 

Mr. Pures. Next year or last year? 

Mr. Hanna. The end of this year is 525. We are asking for an 
increase of 20 additional employees in next year, in 1955. 

Mr. Putuuirs. Is that average? 

Mr. Hanna. Average; yes, sir. 

Mr. Putiires. What were you authorized in the authorization bill 
or in the appropriation bill for fiscal 1954, the current year ? 

Mr. Hanna. Mr. Phillips, we had developed an estimate originally 
for the Small Defense Plants Administration on the assumption at 
that time that the Defense Production Act was going to include an 
extension, and you may recall last summer there was some uncertainty 
about the pasage of an act for the Small Business Administration. 
Ultimately, an extension of 1 month was granted to SDPA, so we 
were caught at the end of the year with an estimate which we had 
developed for Small Defense Plants Administration. We did not have 
time in the couple of weeks we had before the hearing finally was held 

rtaining to SBA, when it was known there would be a Small 
3usiness Administration, to develop an elaborate estimate, so we had 
a very sketchy outline. I do not have it available. I can give it to 
the committee. 

Mr. Putiirs. You mean you don’t know how many people you are 
authorized to have for the current fiscal year ? 

Mr. Hanna. Well, we are authorized 525 based on our apportion- 
ment plan, sir. 

Mr. Puturrs. You have 449? 

Mr. Hanna. We have 449 employed at the moment. 

Mr. Pumurrs. You expect to build it up to 525 by the end of the 
year ¢ 
” Mr. Hanna. Yes, sir. All I wanted to point out there was there 
was no firm estimate before the Congress pertaining to the plans 
for this year other than a very brief outline which we gave them, and 
I will be very glad to furnish the committee with that. 

Mr. Puiurs. All right; I think you had better put that in the 
record. 

(Norr.—The information requested may be found on p. 858.) 

Mr. Patuurrs. I think what you are really doing then is coming 
before the committee with a request for an authorization for 545 people 
almost as a new authorization. 

Mr. Hanna. It might be considered such. 

Mr. Puiiures. The statement that you are coming in to annualize, 
that really is not accurate? 

Mr. Hanna. It is based on the apportionment plans which we con- 
sidered with the Budget Bureau, sir. 

Mr. All right. 

Mr. Barnes. Mr. Chairman, for purposes of comparison, may I 
say that we are not recommending new programs or enlargement or 
anything of the sort. We are attempting to carry out the mission 
that was assigned us in the Small Business Act of 1953. And for pur- 
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poses of comparison, 525 employees, which is our contemplated em- 
ployment, may be compared with SDP A’s 487, keepin in mind that 
the SBA has a broadened function. Where the SDPA dealt only 
with small manufacturing concerns engaged in defense work, our 
function has been broadened by the Congress to deal with all small 
businesses without specific identification with the defense program. 
Second, there has been added to that function the lending function 
which was formerly exercised by RFC. And while it is not possible 
to make an accurate comparison of the people that we would employ 
on pote as compared with RFC, which at its peak had some 
3,300 employees, since it had tin programs and rubber programs and 
many large loans, nevertheless it is almost as difficult to process a loan 
of $150,000 and under as it is a loan of a million dollars. 


NUMBER OF PERSONNEL PROCESSING LOANS 


Mr. Tuomas. You have not made over 25 or 30 loans, though, since 
September, have you? What is the exact number? 

Mr. Hanna. Thirty-four. 

Mr. Tuomas. A total of $2 million in 34 loans. How many people 
do you have in that loan division ? 

Mr. Barnes. With 275 loans in the procedure, being processed and 
being examined. 

Mr. Hanna. 279 applications in the pipeline. 

Mr. Puriies. Answer Mr. Thomas’ question, because the amount 
of money that you are asking for loans is approximately half of the 
total amount ef money you are going to spend. How much is being 
spent on authorizing the individual loans, or refusing them ? 

Mr. Hanna. We have 70 financial specialists in the regional offices 
authorized at the present time. 

Mr. Tuomas. Mr. Chairman, I think it would save your time and 
the gentleman’s time, too, if he will take his four main classifications 
of activities and break them down into manpower and workload in 
each one of them. Then we will see exactly what it is all about. 

Mr, Puuuires. All right, finish answering this question. 

Mr. Hanna. In the Washington office in our loan division in the 
Office of Financial Assistance there are 14 people, of which 8 are pro- 
fessional and 6 clerical or stenographic. 


DISTRIBUTION OF PERSONNEL BY BUDGET ACTIVITIES 


Mr. Puuuirs. To keep this all together, then I will interrupt this 
line of questioning, and you give us right now the division of your 
employment, your personnel between the four divisions. Is it four 
divisions of your work? 

Mr. Hanna. The four activities. 

Mr. Putuures. The four activities. And separate the personnel in 
bam we from the field. So you have actually eight divisions. 

Mr. Hanna. In 1954 we will have, our distribution indicates, 258 
positions assigned to the procurement assistance program. May I 
preface this, please, by an explanation of generally how we arrive at 
this distribution ? 

Mr. Pures. I think you had better also give us 1954 and your re- 
quests for 1955. Can you do that? 
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Mr. Hanna. Yes, sir. May I preface it first, please, by a brief 

r. Go ahead. 

Mr. Hanna. These are not full-time positions in every case. The 
manner in which this has been determined is first to identify those 
specific areas of work which can be assigned 100 percent to each of 
the individual activities, taking other offices which are concerned full- 
time in program work, determining the proportion of their time which 
should go into each of these activities, determining from that an over- 
all ratio which is used to apply to our administrative and staff func- 
tions. This is the manner in which these figures were arrived at that 
would indicate 258 positions assigned to procurement assistance. 

Mr. Yates. Is that throughout the country ? 

Mr. Hanna. Yes, sir. 

Mr. Puitues. That is both Washington and the field ? 

Mr. Hanna. Both Washington and the field. 

Mr. Pures. And you cannot break that down? 

Mr. Hanna. Tam sorry, I don’t have the figures here between Wash- 
ington and the field. 

Mr. Puitures. Will you break them down when you get your tran- 
script, please. 

(The information requested is as follows: ) 


Distribution of positions and average employment by budget activities 
FISCAL YEAR 1954 


Washington Regional and Procurement Total 
office branch offices centers 
Activities Aver- Aver- Aver- Aver- 
Posi- Posi- Posi- Posi- 
tions | | tions | | tions | | tions | 
June ploy- June ploy- June ploy- June ploy- 
30, 1954 ment 30,1954) | 30,1954! mont 30, 1954 
Procurement assistance -..._......... 98 88.0 105 89.0 55 50.0 258 227.0 
Production assistance. 27 25.0 14 41 36.0 
Financial assistance, other than 
Mirect lending... 17 14.0 23 40 32.0 
Financial assistance, direct lending-- 68 60.0 118 186 159. 0 
210 187.0 260 | 217.0 55 50.0 525 454.0 
FISCAL YEAR 1955 
Procurement assistance 98 97.0 115 | 112.0 55 54.0 268 263.0 
Production 27 27.0 16 43 43.0 
Financial assistance, other than 
Financial assistance, direct lending -- 68 68.0 193 193. 0 
0 


210 208.0 | 280 | 275.0 | 55 | 54.0 | 645 | 537. 


Mr. Pxuuutrs. Now, how many do you want to assign to procure- 
ment assistance for 1955? 

Mr, Hanna. 268. 

Mr. Puuures. All right, what is your next activity ? 

Mr. Hanna. Production assistance in 1954 is 41. 

Mr. Puriuies. In 1955? 

Mr. Hanna, 43. 

Mr. Pures. What is your next one? 
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Mr. Yares. Was it 41 and 43? 

Mr. Hanna. 41 in 1954 and 43 in 1955. 

Mr. Puiurrs. Now the next category ? 

Mr. Hanna. Financial assistance, 226 in 1954 and 234 in 1955. Now 
that is in total, both direct lending and other than direct lending. 1 
can break that down if you would like. 

Mr. Puuures. You had better do that. Now, the next one? 

Mr. Hanna. That is all, sir. That adds up to 525 in 1954 and—— 

Mr. Puitiirs. What happened to the other activity? I thought 
you had four. 

Mr. Hanna. Financial assistance is broken into two activities. 

Mr. Puttures. That is right. What are the totals? 

Mr. Hanna. 525 in 1954 and 545 in 1955. 

Mr. Pures. Thank you. 

Mr. Yares. 535, excuse me, on those figures; 258, 43 and 234. 

Mr, Hanna. 268, I am sorry. 

Mr. Yates. 268 would make it 545. 

Mr. Hanna. That is in 1955, sir. I will repeat them briefly. 

Mr. Yares. Repeat the figures, please. 

Mr. Hanna. In 1954 for procurement assistance it was 258; pro- 
duction assistance, 41; and financial assistance, 226. 

Mr. Yates. That was for 1954? 

Mr. Hanna. Yes, sir. 

Mr. Yates. What is it for 1955? 

Mr. Hanna. 1955 is 268 for procurement assistance, 43 for produc- 
tion assistance, and 234 for financial assistance. 

Mr. Kruecer. You have a table on page 15 (a ) which does not cor- 
respond with what you say. 

Mr. Hanna. The table on 15 (a) is in terms of average employment, 
which is the equivalent of many years. I have been talking about 
positions assigned. 

Mr. Kruecer. All right. 


LIQUIDATION OF RFC LOANS 


Mr. Puiiies. When your agency was created you assumed the job 
which a section of the RFC had been carrying on. The RFC func- 
tion was completely liquidated ? 

Mr. Hanna. It is in liquidation now, sir. 

Mr. Puruires. Did you take over the responsibility for its loans? 

Mr. Hanna. No, sir, not for the loans that it made. 

Rigi Puuuies. Who is liquidating the loans already made by the 
? 
Mr. Hanna. RFC has the responsibility for liquidation of those 
oans. 
j Mr. Barnes. That is to be transferred to the Treasury Department 
une 30. 

Mr. Pauiures. But there is either a remaining section of the RFC 
or, presumably, the same RFC employees transferred over to Treasury 
who are now handling the liquidation of these loans? 

Mr. Hanna. That is correct. 
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AUTHORIZATION AND APPROPRIATION FOR THE REVOLVING FUND 


Mr. Puitxirrs. The Small Business Act authorized a revolving fund 
of $275 million for business and disaster loans and prime-contracting 
purposes. Congress appropriated $55 million against this authori- 
zation. What amount did you request at that time? 

Mr. Hanna. Our request was for, if my recollection is correct, $70 
million, sir. 


DISASTER LOAN PROGRAMS 


Mr. Purtiips. It was reduced. Did you maintain the same pro- 
portions in the $55 million that you had intended when you asked for 
the $70 million between money to loan and disaster loans and prime- 
contracting purposes ¢ 

Mr. Hanna. That amount at that time, sir, the $70 million, was not 
identified as to the amount which would be applied to each purpose. 
We have tentatively earmarked or set aside $5 million of the $55 mil- 
lion for disaster loans. 

Mr. Putuurs. Is this the disaster-loan program which was formerly 
in the hands of the Housing and Home Finance Agency? 

Mr. Hanna. No, sir, RFC. 

Mr. Puturirs. This is a separate one? 

Mr. Hanna. This isthe one the RFC had, or similar to it. 

Mr. Puiturrs. How many disaster-loan funds have we got in the 
Government ? 

Mr. Hanna. The one RFC had has been discontinued, sir. 

Mr. Barnes. I could not tell you all of them. The Office of Civilian 
Defense lends aid to municipalities and that sort of thing where there 
isa disaster. I think the Agriculture Department has one where they 
make loans to farmers. And other than that—— 

Mr. Putts. What became of the one that the Housing and Home 
Finance Administrator had ? 

Mr. Rotuns. To my knowledge, the Housing Agency never had a 
disaster fund. 

Mr. Puttutrs. They had a disaster-loan fund administered by Mr. 
Foley. It was the President’s emergency fund. 

Mr. Roturs. Civil Defense gets their disaster funds from the Presi- 
dent’s fund for disaster relief. The only actual fund I know of at the 
present time is in the Farmers Home Administration of the Depart- 
ment of Agriculture, making loans to farmers on disasters. 

Mr. Corton. I served on a special subcommittee when the Kansas- 
Missouri flood occurred, and at that time President Truman put the 
whole thing into the hands of Mr. Foley and centralized all the activity 
under him, and he used his organization for it. But we had cooperat- 
ing there the RFC, of which you are the successor; we had the 
Department of Agriculture; we had Housing and Home Finance, 
Foley’s own department; we had the Civil Defense Agency and my 
recollection is we had one or two more that were all dealing wit 
certain phases of disaster. Is it clear that all of those, whatever 
number there were, they all have survived except the RFC, and that is 
the only one you supplant ? 

Mr. Barnes. That is right. 
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Mr. Roxiins. Wasn’t it a fact that Mr. Foley was the coordinator 
for that disaster, but the RFC actually made the loans from its own 
funds in the Kansas City area? 

Mr. Puities. Tell me briefly about this civil-defense fund. Civil 
defense is a function in the Government to meet the threat of attack 
and to provide the necessary facilities to meet that attack. Where 
have there been any distress situations due to attack or anything 
involved in civil defense which would justify loans out of a fund ? 

Mr. Rotiins. It is my understanding that Civil Defense acts _ 
marily as a coordinator in disaster areas, particularly where it applies 
to disasters that involve damage to municipal facilities. 

Mr. Pures. You mean Civil Defense has succeeded Mr. Foley? 

Mr. Rotuins. I cannot answer that question, sir. 

Mr. Corron. I think Mr. Foley’s setup was specifically for that par- 
ticular disaster. 

Mr. Rotts. I think so, too. 

Mr. Corron. He came to Congress seeking the special appropriation 
and did get appropriations for certain purposes. We did not give him 
all he asked, but my recollection is that he coordinated all these agen- 
cies for that particular disaster, and it was not a continuing policy. 

Mr. Rotirs. I think that is correct. 

Mr. Tuomas. I don’t recall any fund in Civil Defense for disasters. 

Mr. Rotiiws. Any fund that Civil Defense utilizes, I mean any 
moneys that Civil Defense utilizes in disaster areas must be allocated 
from the President’s Disaster Relief fund. 

= Anprews. What contribution to that fund does this agency 
make? 

Mr. Barnes. SBA makes disaster loans for homes and disaster 
business loans. 

Mr. Purirs. In disaster areas. Who declares it a disaster area? 

Mr. Barnes. The Administrator of SBA declares a disaster area 
under criteria set forth in the act, whereas the President declares dis- 
aster areas which invoke the Civil Defense Administration activities. 

Mr. Anprews. If a tornado struck a town and qeatroved a man’s 
business would he be eligible for a loan from your agency ? 

Mr. Barnrs. If our agency declared it a disaster area. An example 
would be the Vicksburg disaster where there were some 16 tornadoes 
“ cyclones that struck throughout Georgia, Mississippi, Louisiana, 
and Texas. 

Mr. Anprews. How many loans did you make in the Vicksburg area ? 

Mr. Barnes. We now have about 20 loans in process, I think, and 
expect more. 

Mr. Anprews. You have not made any? 

Mr. Barnes. Yes, sir, we have authorized some. 

Mr. Roturns. We have authorized 18. 

Mr. Barnes. Eighteen at the present time. 

Mr. Anprews. You have authorized 18? 

Mr. Barnes. Yes, sir. But someone from the Civil Defense Agency 
was placed in charge of coordinating activities in Vicksburg, and the 
President declared Vicksburg itself a disaster area. Our order in- 
cluded but went beyond Vicksburg because there was destruction in 
other counties including some Texas counties and some Louisiana 
counties. Thus, our order made persons from the other areas, where 
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the tornadoes struck, eligible for loans even though it was not as large 
a catastrophe elsewhere as in Vicksburg itself. 


TIME REQUIRED FOR APPROVAL OF LOANS 


Mr. Puturres. On page 12 of your statement you make a state- 
ment that implies that there is a considerable amount of time con- 
sumed in acting on requested loans; in fact you say, and I quote: 

a certain amount of time is consumed before the funds are made available to 
the borrower, due to the necessity for the borrower to comply with the terms and 
conditions imposed by the authorization. 

Is that any different from the normal actions of a bank loanin 
money? Do you take any longer time than the normal time a tank 
takes to get a title searched and so forth ? 

Mr. Roturns. No, sir, I don’t think so. 

oe Puturs. Why did you make such an issue of it, thenyon page 
1 

Mr. Rotuirns. There have been numerous comments about the loans 
that we have authorized, that disbursements have been delayed. 

Mr. Pxitiirs. What is the average time of your action on a re- 
quested loan ? 

Mr. Rottirns. From the date that the application is filed until the 
date of approval—— 

Mr. Putiures. Approval or disapproval. 

Mr. Rotirns (continuing). Approval or disapproval, I would say 
that at the present time the time expired has been between 30 and 45 


days. 

Mr. Yares. What do you mean by “at the present time”? 

Mr. Rotirns. I mean we have a substantial backlog of these appli- 
cations, and of course we just completed staffing, and until we can 
catch up that backlog there is always going to be—— 

Mr. Puiires. How many loans have you approved or disapproved 
up to now? 

Mr. Hanna. 38 approved. 

Mr. Putiurms. And how many disapproved ? 

Mr. Awnprews. I believe there were 18 disaster loans approved. 
Were they included in the 38? 

Mr. Pututres. Just a moment, please. How many have you dis- 
approved 

Mr. Rouutns. We have disapproved 46, sir. 

Mr. Pures. A total of 84. You have approved or disapproved in 
6 months 84 requests for loans, and you have had 226 people working 
on that, or the presumption is that half of them have been working 
on that; is that right? 

Mr. Barnes. May I make a correction there, sir? There are other 
disaster loans that have been approved in addition to that, sir. 

Mr. Puiuures. That made 18. 

Mr. Barnes. Our loan function began September 29, so that—— 

Mr. Puiuies. You have had 4 months and you have had 84 regular 
applications, plus disaster applications, and if the disaster applica- 
tions are on the same basis, that means you probably had 120 or 125. 
You have had 100 people working on it. I am just checking your 
time. I don’t think you do have a 30-day—— 
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Mr. Hiextns. We have 279 applications in the mill at the present 
moment in addition to those approved or disapproved. 

Mr. Yates. As a matter of fact, the loan function began at the time 
your organization was set - and not in September, didn’t it ? 

Mr. Pus. But they did not get to work on it until September 29, 
according to the statement. 

Mr. Barnes. No, sir, there was a different date authorized in the 
act itself. The act authorized RFC to continue making loans until 
the 29th of September, and then we began on the next day, or, roughly, 
the 1st of October. 

Mr. Yates. When did Mr. Mitchell resign ? 

Mr. Barnes. October 30. 

Mr. tang Up to that point you had not made any loans at all, 
had you 

Mr. Barnes. No,sir. Inthe normal course of events, however, there 
is about a 30-day period from the time a loan application is filed be- 
fore it reaches the Méchington office and is ready for approval. 

Mr. Puuuies. I question your statement that you lore a lag of 30 
to 45 days on the settlement of an application. My question is di- 
rected to this: Do you know any bank that takes that length of time 
to do it, and go through the same procedure ? 

Mr. No, sir. 


TYPES OF BUSINESSES ELIGIBLE FOR SMALL BUSINESS LOANS 


Mr. Pururrs. You understand that on the basis of Mr. Yates’ re- 
quest, you are putting in the record this statement of your criteria for 
small business, both for loans and for the other services you perform. 

Now I want to know how broad is your area of small business as 
well as the confines of the maximum and minimum. Do you make 
loans to farmers ? 

Mr. Barnzs. No, sir. 

Mr. Puturpes. Is it in your authority to do so? 

Mr. Barnes. I think not, unless it was a business. We don’t in- 
terpret—— 

Mr. Krvuecer. Is farming a business? 

Mr. Puiiirs. Farming is a way of life, Mr. Krueger. 

Mr. Barnes. There might be certain types of dairying or produce 
collection or distribution that would qualify. 

Mr. Pures. Your authority would cover them? 

Mr. Barnes. It would cover them. 

Mr. Puitips. Would it cover the processing or canning and dry- 
ing yards? 

r. Barnes, I believe it would, sir. 

Mr. Putuuires. Have you any applications? 

Mr. Barnes. We have—— 

Mr. Rots. Yes. I know we have applications from canning 
enterprises. 

Mr. Puiturrs. How about the poultry business? 

Mr. Barnes. That is or may be a business. We have applications 
from meatpackers and sardine canners. 

Mr. Puttuties. You establish a basis, for example, on a certain num- 
ber of employees. How about a newspaper? You cannot judge 
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that by the number of employees, can you? Would you consider that 
in your function to loan? 

r. Barnes. Newspapers and radio stations are specifically ex- 
cluded under our loan policy statement. 

Mr. Puiturs. That is not in the act; that is your policy? 

Mr. Barnes. Yes, sir. 

Mr. Prius. I had forgotten that. Yes. How about brokers? 
I don’t mean brokers of securities, I mean brokers of any commodity, 
agricultural or business commodities, manufactured products or, if 

ou want, securities. Is that a business or a profession? Do you 
oan to a profession ? 

Mr. Barnes. We have not made any loans to professions, no, sir. 

Mr. Pups. Have you had any applications? 

4 Mr. Barnes. We have had applications from dentists, and I believe 
octors. 

Mr. Pumps. But have you ruled them out as a class? 

Mr. Barnes. We have ruled them out as a profession, not a business. 

Mr. Putires. What do you call a broker of a commodity, industrial, 
manufacturing or of a security? What do you call them? 

Mr. Barnes. We would have to rule on many of those on each 
instance as itcame up. My offhand impression would be that brokers 
of securities would not qualify, whereas brokers of commodities would 
be likely to qualify. 

Mr. Yares. Why would not a broker of securities qualify ? 

Mr. Barnes. The definition and the nature of the business would 
in some instances bring them pretty close to a financial institution 
themselves. There has not been any ruling on this, I am just discuss- 
ing it. 

r. Corron. Would it be fair to say that, in general, your criterion 
is a business having to do with either the production or distribution 
of some commodity ? 

Mr. Barnes. That is right, yes, sir. 

Mr. Rottrs. Or service. 

Mr. Yates. What about the linen supply business? 

Mr. Corron. I was just going to say, a broker of securities is not 
manufacturing or distributing a commodity, but a cotton broker would 
be? Is that right? 

Mr. Barnes. Yes, sir. There has not been any ruling on that, and 
we determine those in each case after economic and legal advice. 

Mr. Yates. As a member of the Small Business Committee which 
participated in drafting the basic law, let me say it was our intention 
that all forms of small business should be given the opportunity to 
apply to the Small Business Administration if they were not able to 
obtain loans from their customary financial institutions. 

Mr. Puitues. But that still requires an interpretation of what is 
asmall business. Isa broker a small business? 

Mr. Yates. You are talking about types of business rather than size. 

Mr. Pures. Yes. 

Mr. Yares. I would a that there still is confusion as to when 
a small business is a small business in terms of size, but as far as I 
have been able to determine since the passage of the act it has only 
been recently that there has been any real effort to permit businesses 
to qualify for loans. From what I can gather this morning, we still 
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do not know what types of businesses can qualify for a loan. 1 think 
that we certainly should know. 
Mr. Puituirs. How long a statement have you? 


PUBLIC STATEMENT OF LOAN POLICY 


Mr. Barnes. We can file in the record a public statement of our loan 
policy, with an eee of the loan procedures. 

Mr. Pumutrs. I think that would be a good idea to put that in the 
record. ’ 

(The information may be found on p. 869.) 

Mr. Yares. Is there any limitation on the kind of business that can 
qualify for a loan? 

Mr. Barnes. There is not except as they are excluded by the loan 
policy statement, which specifically enumerates certain excluded types. 

Mr. Puuurs. So far you have listed radio businesses and news- 
papers and professions. 

r. Yates. When you say “policy statement,” this is something that 
is not in the basic law? 

Mr. Barnes. This is the statement of policy issued by the Loan 
Policy Board, which is authorized by law to do just this thing in the 
same way that a loan policy committee in a bank determines the pol- 
icies under which they will lend. 

To answer your question specifically, I will read this portion as to the 
ones that have been excluded: 

1. If the direct or indirect purpose or result of granting such assistance would 
be to: (@) Pay off a creditor or creditors of the applicant who are inadequately 
secured or are in position to sustain a loss, or (0) provide funds for distribution 
or payment to the owner, partners, or shareholders of the applicant, or (c) re- 
plenish working capital funds therefore used for either of such purposes; 

2. If the purpose of the applicant in applying for such assistance is to effect a 
change in ownership of a business; or if the direct or indirect purpose or result 
thereof is primarily to refinance indebtedness due to a Government instrumen- 
tality ; 

8. If the financial assistance will provide or free funds for speculation in any 
kind of property, real or personal, tangible or intangible; 

4. If the applicant is an eleemosynary institution ; 

5. If the purpose of the loan is to finance recreational or amusement facilities ; 

6. If the applicant is a newspaper, magazine, radio broadcasting, or television 
broadcasting contpany or similar enterprise ; 

7. If any substantial portion of the gross income of the applicant (or of any of 
its principal owners) is derived from the sale of alcoholic beverages ; 

8. If any part of the gross income of the applicant (or of any of its principal 
owners) is derived from gambling purposes; 

9. If the loan is to provide capital to an enterprise primarily engaged in the 
business of lending or investment ; 

10, If the effect of the granting of the financial assistance will be to encourage 
monopoly or will be inconsistent with the accepted standards of the American 
system of free competitive enterprise. 

Mr. Yates. Does this mean that any type of firm can obtain a loan 
from your organization if it is not one of the businesses listed in the 
statement that you have just read ¢ oe ; 

Mr. Barnes. That is correct. Those are the eligibility require- 
ments. In addition there are credit criteria which are separate and 
apart. 

Mr. Yares. That is something else again. Why did they exclude 
the newspapers and radio and television stations ¢ 
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_ Mr. Barnes. That has been a policy in existence in Governmeiit 
lending agencies since the inception of the RFC to avoid the possible 
criticism that the Government might be subsidizing propaganda 
through lending to the media of propaganda. 

Mr. Tuomas. There is a better answer than that. Before they get 
the certificate from the Federal Communications Commission the 
have to show a certain amount of money. There is a lot of competi- 
tion in trying to get the certificates, and one of the criteria is that 
they are financially able then and there to go into this business. Ifa 
man made a sworn statement over at the Federal Communications 
Commission that he has a million dollars in cash it would not look 
very good for him to come around and try to borrow; would it? — 

Mr. Puriutrs. I have a couple more questions here. One has to do 
with the situation on the top of page 6 of your statement, which 
suggests a Le aa of purchases under the General Services Adminis- 
tration and under SBA’s regional offices, that is, you are working 
through the SBA’s regional offices to spread the news of General 
Services Administration. Now I ask you this as a general statement 
not to be answered here but to be supported this afternoon, if there 
is any answer to it that would interest us: Have you discovered in the 
purchasing agencies of the Government any areas of duplication where 


economies could be made, GSA, military, and Veterans’ Administra- 
tion, or any others with whom you have worked ? 
Mr. Barnes. I would think I would need to answer that after think- 
ing of it at length. 
r. Putiuires. You think that over and I will come back to it this 
afternoon. 


FINANCIAL SPECIALISTS 


I want to ask you about the specialists, who appear to be business 
doctors. You have 40 financial specialists. Off a civil service list? 

Mr. Barnes. Yes, sir. 

Mr. Pures. Where did you get these experts that are going to 
tell all these businesses how to make money, and how to get along 
pe needing loans, and so forth? How many of them have you 

ot 
. Mr. Hanna. We have 70 financial specialists. 

Mr. Purtres. Seventy financial specialists. And how many of these 
are business experts ¢ 

Mr. Hanna. Seventy-seven. 

Mr. Puiurs. One hundred and forty-seven experts, 

Mr. Barnes. May Mr. Montgomery answer that? 

Mr. Puimurrs. Mr. Montgomery, where can you get these experts 
that are going to tell businesses how to operate? Did you get them 
off a civil-service list ? 

Mr. Montcomery. We have to conform to civil-service regulations, 
Mr. Phillips. 

Mr. The answer is “yes” then. 

Mr. Montcomery. Yes; generally speaking. 

Mr. Pxtiurs. How many of the a financial specialists have been 
employed in business prior to getting on the civil-service list ? 

Mr. Monrcomery. I don’t know specifically on that, sir. I would 
have to make an analysis. mi 
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Mr. Putires. Will you put that in the record at this point? 

Mr. Anprews. Also how many have been business owners. 

Mr. Pututrs. That is the next question, How many have been 
business owners themselves, where they have had the responsibility 
of operating a business and making a payroll and carrying on the 
other operations which an owner has to face. 

Mr. Monrcomery. All right. 

Mr. Puu.ips. The next question is, How many of them came to 
you from another Government agency rather than from civilian life? 

Mr. MontcoMery. We will supply that. ore 

Mr. Putuirs. I think you might go further and indicate in that 
last os how long they had been employed in the Government, 
the Federal Government or other government, before getting a job 
with your agency. You know, this assumes considerable responsi- 
bility, Mr. Montgomery. 

Mr. Monreomery. That is right. 

Mr. Putiurrs. They are going to tell other people how to operate 
their businesses. 

(The information above referred to follows :) 

Although the request pertained only to production or industrial specialists in 
field offices, the following data cover such specialists in the Washington head- 
quarters office as well, in order that the record will be more complete and com- 
prehensive in respect to the qualifications of this group of professional employees 
who participate in the various programs of assistance to small-business owners 
and operators. 

At the present time the Small Business Administration has 99 production or 
industrial specialists on its rolls. The background of this group of employees 
is very diversified, with a great majority of them having had experience in 
operating their own businesses, and/or having been employed in private industry, 
as well as in Government service. With respect to these 99 employees, 77 have 
been employed by small-business firms or activities, 44 have been self-employed 
in small-business activities, and 95 have had previous Government service. As 
will be observed from the above statistics, most of the employees have had both 
private business and Government experience. 

Forty-eight of these ninety-nine empioyees were transferred from another 
Government agency without a break in service. Of this group of 48, the average 
length of Government service was from 5 to 10 years. 

Mr. Putiures. Mr. Montgomery, what is your background ? 

Mr. Tuomas. He is an oldtimer. 

Mr. Monvreomery. I started out in the State of Michigan. I went 
to Greenville College, Greenville, Ill. I worked for General Motors 
for 10 years and graduated from their school of industrial manage- 
ment, and I went with a consulting management pen ae firm 
following that. I was with them 2 or 3 years prior to World War 
II. I went into the Navy during World War II and, following that, 
I was on the staff of the Senate Appropriations Committee for 3 years. 
Then I went with the Atomic Energy Commission for 3 years, and 
now I am with the Small Business Administration. 

Mr. Pururrs. Have the other 77 under you all that sort of back- 
ground 

Mr. Monrcomery. I am sure they all don’t have the same back- 
ground, Mr. Phillips, but we will try to give you all the information 
you want about these people. _ 

Mr. Yates. I should like to interrogate the witnesses concerning 
the nature and the types of the 38 loans that have been made. 
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al Puuurrs. Will the witnesses be prepared for that this after- 
noon 

Mr. Barnes. Yes, sir. 

Mr. Yares. The terms of the loans as well. I don’t necessarily 
mean the names of the companies; I don’t think that would be a part 
of it, but I want to find out the names of the activities. I assume the 
38 loans will be broken down by regions. 

Mr. Puiuirs. There are 30 offices of the agency and you have made 
38 loans. Do you think that justifies 30 offices # 

Mr. Barnes. Well, sir, we have many loans in process. We think 
it is to the interest of the Government and the Congress, and that 
the Congress intends that we make a thorough examination to see that 
the Government’s interests are protected before we lend the taxpayers’ 
money, and that it be done only after detailed checking of credit 
references. 

Mr. Puiturrs. I think Mr. Yates will join me in the thought that that 
is the intent of the Government. 

Mr. Yares. I suggest it is the intent of the Small Business Admin- 
istration Act, to make money available for reliable firms which cannot 
obtain funds from their banks. 


PUBLIC STATEMENT OF LOAN POLICY 


Mr. Pures. Just prior to our recess for luncheon, Mr. Cotton was 
preparing to interrogate the witnesses. For the committee’s informa- 
tion the Small Business Administration has just handed us a copy 
of the policy statement dated November 16, 1953, as amended, whic 
is supplemental to the one that was handed the committee members 
this morning, which is a public statement of loan policy, and so headed. 

The Administrator and the Controller think probably both of them 
should go in to give the full picture. If there is no objection, this will 
be put in the hearings in addition to the ones that we already have. 
They can be put in together. - 

Mr. Yates. Should we not have a statement to show what the Small 


Business Administration policy was preceding it 
Mr. Putures. You will have this? 
Mr. Yates. There was another one preceding it. 
Mr. Barnes. He is referring to a statement of September 16, which 
was superseded by this one dated November 16. We will be glad to 
the 


submit a copy of the September one. 

Mr. Puiurs. Do you want to put that in, or point out what the 
difference is? It appears there is a duplication. We will put it in, 
if m is necessary. De you think you could tell us where the differences 
are 

Mr. Barnes. We can underline them. 

Mr. Yares. In order to get a full picture of what happened over 
the year you should have all the statements of policy. 

r. Pures. As long as you make it clear to anyone reading, what 
the changes were in the November 16 statement as compared to the 
September 16 statement. 
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(The information referred to is as follows: ) 


SMALL BuSINESS ADMINISTRATION PuBLIC STATEMENT OF LOAN POLICY— 
EXPLANATION OF LOAN PROCEDURES 


I, PUBLIC STATEMENT OF LOAN POLICY 


It is the policy of the Small Business Administration to assist reliable, capable 
businessmen operating small firms to secure necessary credit for constructive pur- 
poses on terms that will meet the borrower’s particular requirements. 

The powers of the Small Business Administration in carrying out this broad 
policy are defined in the Small Business Act of 1953 and the statements issued 
by the Loan Policy Board. 

The purpose of this public statement of loan policy is to explain the SBA loan 
requirements. It is not intended that this public policy statement provide 
answers to all questions which may arise on loan applications. 

All business loans made or shared by the Small Business Administration must 
be to small business concerns. The Small Business Act of 1953 provides that a 
small business is one that is independently owned and operated and which is not 
dominant in its field. 

SBA loans should aid the defense program or be necessary to maintain a 
well-balanced national economy. Small manufacturers, distributors, retailers, 
and many other types of small concerns may be eligible for SBA financial 
assistance. 

Congress granted the authority to SBA to give financial assistance to small 
businesses in cases where the required credit was not available on reasonable 
terms from other sources. In fact, the act provides that an applicant for an 
SBA loan furnish the names of the lending institutions to which he has applied 
for loans and proof of their refusal. 

A businessman operating a small firm needing credit should apply first to his 
bank. If the bank is unable to extend the credit as a bank loan, the banker may 
be able to make the loan by sharing it with SBA. If this is not possible, the 
businessman may then apply for the loan directly to an SBA office. 

The following practical credit requirements have been established for either 
a bank-SBA loan or a direct SBA loan: 

(1) The applicant must be of good character. 

(2) There must be evidence the applicant has the ability to operate his business 
successfully. 

(3) On a term loan—one repayable in installments over a period of several 
years—the past record and future prospects of the business must show sufficient 
probable income so it can be logically assumed the applicant will be able to repay 
the loan out of future income from the business. 

(4) The applicant must have enough capital in the business so that with 
loan assistance from SBA it will be possible to operate on a sound financial 
basis. 

(5) As required by the Small Business Act of 1958, the loan shall be of such 
sound value or so secured as reasonably to assure repayment. 

SBA may make loans to a single borrower up to $150,000 outstanding. 

The maturity of an SBA loan may range from a few months to 10 years, 
depending on the purpose of the loan. For example, a loan to finance the 
processing of Government contracts which will be completed in 6 months would 
be repaid within the terms of the contract. On the other hand, on a loan to 
purchase a plant the payments might be spread over 10 years. 

The Small Business Administration is a public agency using the taxpayers’ 
funds. The SBA, therefore, has an unusual responsbility as a lender. All 
loans approved must conform to the law and be fully justified. Accordingly, 
certain types of loans and loans under certain circumstances will not qualify. 

For example: Assume a businessman has a substantial net worth, including 
a sizable investment in good stocks and bonds. Among the properties he owns 
is a small manufacturing company. This company applies for an SBA loan. 
The loan would not qualify because he could secure the credit elsewhere by 
using his securities as collateral for the loan. 

Another typical illustration: Assume the owner of a small company is facing 
failure because of unprofitable operations and is being pressed by his creditors. 
It appears that this business will fail and he will not be able to pay his obliga- 
tions. He applies for a loan to pay the creditors as this would temporarily 
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seem to solve his pressing financial problems. This loan would not qualify 
wg med it would benefit the creditors rather than the businessman applying for 

e loan. 

To illustrate further, if the proceeds of the loan will be used for speculation, 
the application will not be approved. Obviously taxpayers’ funds should not 
be loaned for speculation. 

While there are other circumstances under which the loan application will 
not qualify for SBA financial assistance, such cases are only a very small 
percentage of all applications received. 

It is the policy of the Small Business Administration to make loans that 
will actually help the borrower operate his business successfully, 

However, it is pertinent to point out that any lending program alone cannot 
make small concerns successful. A certain minimum amount of the owner’s 
funds is essential in every business. Credit cannot be a complete substitute for 
capital. 

A loan, no matter how liberal, cannot supply the necessary experience and 
know-how to operate successfully in a highly competitive market. 

The greatest disservice that a lender can do an honest businessman is to make 
a loan that the borrower is unable to repay. Such a loan destroys the most 
valuable assets of a businessman—his good reputation and his credit. 

A loan that merely enables a small company to stand off its creditors and post- 
pone the day of reckoning is unfortunate for all concerned. 

Loans that enable incompetent operators to continue in business at a loss 
hurt all of the successful small concerns in a similar line of business in that 
community. 

While liberal credit may seem to be the easy solution of a pressing financial 
problem—credit immediately creates debt and excessive debt can become an 
unbearable burden to a small company ; in fact, all small firms that go into bank- 
ruptcy secured more credit than they were ab!e to repay. 

In establishing a proper loan policy, the fact must be faced that there are 
limitations on what credit can and cannot do. 

It is our resolute determination to help competent small-business men of good 
character qualify for SBA financial assistance. If a loan will actually benefit 
the borrower, the community and the economy, our approach will be to make 
every effort to find a way the loan can be properly made. 

Approved December 21, 1953, by Loan Policy Board of the Small Business 
Administration. 

WENDELL B. BaRNEs, 
Chairman, Acting Administrator, Small Business Administration. 
M. HumPHREY, 
Secretary of the Treasury. 
WEEKS, 
Secretary of Commerce. 


II, EXPLANATION OF LOAN PROCEDURES 


Initial procedure before filing loan application 


It is the mission and desire of the Small Business Administration to assist 
emell concerns in obtaining credit essential to their economic growth and well- 

ing. 

SBA is prepared to provide counseling and advice to all small businesses on 
their financial, management, and other problems, as well as assistance in obtain- 
ing Government contracts, new products to give them economic stability, and 
other types of practical assistance. Financial assistance can be made available 
by SBA to those firms which qualify under the terms of the Small Business Act 
of 1953 and the provisions of the loan policy statement issued by the SBA Loan 
Policy Board. 

The SBA is not in competition with banks or other private sources of credit and 
is authorized to make loans to business enterprises only when the financial 
assistance applied for is not otherwise available on reasonable terms. It is, 
therefore, necessary that the applicant first see his hanker or other financial 
institution in his locality before making application to SBA. 

If the entire financial requirement is not available from a bank or other 
private source, the applicant should ascertain whether a bank is willing to make 
a loan on condition that SBA agrees to purchase a participation. Where the 
bank is willing to make the loan if SBA agrees to participate, the SBA participa- 
tion may be immediate or deferred until some future date as the bank may deter- 
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mine. In both types of participation agreements, the applicant generally receives 
disbursements of the authorized loans from the bank and makes all repayments 
to the bank. 


How to apply for a loan 


If a bank or other financial institution will make a loan conditioned on SBA pur- 
chasing a deferred participation, the bank will make application to SBA for the 
participation agreement and the applicant need only file such application with 
the bank as the bank may require. The applicant need not make any application 
to SBA, 

However, if the bank agrees to make the loan, conditioned on SBA purchasing 
an immediate participation, the applicant must file an application on SBA Form 
4 at the SBA office serving the territory in which the applicant’s home office is 
situated. The same procedure must also be followed if the bank is unable to 
make a loan on any basis and a direct loan is desired from SBA. In either case, 
while it is not required that the application be presented in person, it is always 
desirable for the applicant to discuss his situation personally, when possible, 
with an SBA financial expert. Trained financial specialists are also available 
in SBA field offices to assist in appraising financial requirements and to provide 
financial counsel on obtaining credit or capital from private sources. 

Regional and branch offices of SBA are situated throughout the United States. 
Information and appropriate application forms may be obtained by writing or 
calling on the nearest SBA office. No charge is made for information and counsel 
furnished by SBA in connection with the preparation and filing of an application. 


Processing period 


The time required to get a decision on a loan application varies. It is affected 
by such things as the number of loans pending in the SBA offices at the time the 
application is filed, the care with which the application has been prepared by 
the applicant, the completeness of the information furnished, and the amount of 
work necessary to examine the elements required for fair and proper considera- 
tion of the application. Procedures have been established to consider applica- 
tions without delay. For uniform consideration, final action on loan applications 
is taken in the SBA Washington office; however, no time is lost in transmittal 
since every regional office is within 1-day airmail service. 

Generally, applications for deferred participation loans with banks can be 
acted upon more quickly by SBA than other type loans because the banks have 
completed most of the credit investigations needed before the application is filed. 


Loan terms 


The amount of any loan which SBA can have outstanding or committed to a 
borrower may not exceed $150,000. The maturity of an SBA loan may range 
from a few months to 10 years depending upon the purpose of the loan. Other 
terms such as repayment schedules, security requirements, guaranties, and other 
loan provisions are set as individual situations require. 

In all cases, however, the Small Business Act of 1953 requires that loans be of 
such sound value or so secured as reasonably to assure repayment. For this 
purpose, consideration must be given to such factors as value of available 
collateral, ability of management, soundness of the business enterprise, its 
earnings record, and its possibilities of successful operation. 


Loan closing 


After a loan application has been received in the SBA Washington office, along 
with the regional office report, a staff of skilled credit men reviews the applica- 
tion promptly. It is then referred to a loan review committee which recom- 
mends a course of action to the Administrator, who takes final action on all 
loan applications. 

If a loan is approved this information is sent by wire to the regional office and 
a formal loan authorization is prepared and forwarded to the applicant. This 
authorization is not a contract or a loan agreement, but rather sets out the 
conditions to be met by the borrower before the loan funds will be disbursed. 
When the borrower is prepared to meet these conditions, a closing date is set at 
which time all notes, mortgages, assignments, and other required documents 
are executed. The authorization then becomes a contract and disbursement of 
the loan is made by check, either immediately or as required by the applicant. 

Speedy closing of a loan, after formal authorization has been issued, depends 
largely upon the borrower and the time he requires to comply with the terms 
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and conditions of the authorization. SBA is prepared to handle loan disburse- 
ments simultaneously with the loan closing. 


Regional and branch offices of the Small Business Administration 


Region I, Boston. Covering Maine, New Hampshire, Vermont, Rhode Island, 
Massachusetts, and Connecticut (except Fairfield County) : 40 Broad Street, 
Boston 10, Mass. Phone: Hubbard 2-6200, extension 96. 

Region II, New York, N. Y. Covering New York, Fairfield County, Conn., and 
New Jersey, except the following counties: Atlantic, Burlington, Camden, Cape 
May, Cumberland, Gloucester, Mercer, Ocean, and Salem: 2 Park Avenue, 
12th floor, New York 16, N. Y. Phone: Murray Hill 5-5900. 

Branch office: 121 Ellicott Street, United States Post Office Building, room 
507, Buffalo 8, N. Y. Phone: Madison 5972. 

Region III, Philadelphia, Pa. Covering Pennsylvania, Delaware,.and follow- 
ing counties of New Jersey: Mercer, Ocean, Burlington, Camden, Gloucester, 
Atlantic, Salem, Cumberland, and Cape May: 1015 Chestnut Street, room 1216, 
Philadelphia 7, Pa. Phone: Walnut 2-8770, extension 380. 

Branch office: 1019 Clark Building, 717 Liberty Avenue, Pittsburgh 22, Pa. 
Phone: Grant 1-5370, extension 398. 

Region IV, Richmond, Va. Covering Virginia, District of Columbia, Maryland, 
North Carolina, and West Virginia: Southern States Building, Seventh and 
Main Streets, Richmond 19, Va. Phone: Richmond 3-3561. 

Branch office: Calvert Building, room 307, Fayette and St. Paul Streets, 
Baltimore, Md. Phone: Plaza 2-8460, extension 480. 

Region V, Atlanta, Ga. Covering Georgia, Alabama, Florida, Mississippi, South 
Carolina, Tennessee, Commonwealth of Puerto Rico, and the Virgin Islands: 
Peachtree Seventh Building, room 263, 50 Seventh Street NE., Atlanta, Ga. 
Phone: Elgin 3311. 

Branch offices: United States Courthouse, room 663, Eighth Avenue and 
Broad Street, Nashville, Tenn. Phone: 42-9651, extension 779. Room 
206, Social Security Building, 3d Avenue and 23d Street, Birmingham, 
Ala. Phone: 53-3421, extension 200. 

Region VI, Cleveland, Ohio. Covering Ohio, Kentucky, and Michigan: Room 
248, Ferguson Building, 1783 East 11th Street, Cleveland 14, Ohio. Phone: 
Cherry 1-7900, extension 580. 

Branch offices: Room 620, Federal Building, 231 West Lafayette Boulevard, 
Detroit 26, Mich. Phone: Woodward 3-9330, extension 517. Room 710, 
Big Four Building, 230 East Ninth Street, Cincinnati 2, Ohio. Phone: 
Dunbar 2200, extension 359. 

Region VII, Chicago, Ill. Covering Illinois, Indiana, and Wisconsin: 226 West 
Jackson Boulevard, room 1401, Chicago 6, Ill. Phone: Andover 3-3600, exten- 


Branch offices: 521 Federal Building, Indianapolis, Ind. Phone: Market 
1561, extension 536. Room 408, Woolworth Building, 105 Monona Avenue. 
Madison, Wis. Phone: Madison 6-2696. 

Region VIII, Minneapolis, Minn. Covering Minnesota, Montana, North Dakota, 
and South Dakota: 220 Minnesota Federal Building, Marquette Avenue at 
Sixth, Minneapolis 2, Minn. Phone: Main 3244; Nestor 2541. 

Branch office: Chamber of Commerce Building, Helena, Mont. 

Region IX, Kansas City, Mo. Covering Missouri, Iowa, Kansas, and Nebraska : 
Federal Office Building, Room 1402, 911 Walnut Street, Kansas City 6, Mo. 
Phone: Baltimore 7000, extension 8765. 

Branch offices: Room 209, Federal Office Building, 15th and Dodge Streets, 
Omaha 2, Nebr. Phone: Jackson 7900, extension 692. 924-928 New Fed- 
eral Building, 1114 Market Street, St. Louis 1, Mo. Phone: Main 8100, 
extension 2191. Room 313, Putnam Building, 215 Main Street, Davenport, 
Iowa. Phone: 2—1765. 

Region X, Dallas, Tex. Covering Texas, Arkansas, Louisiana, and Oklahoma: 
1114 Commerce Street, room 126, Dallas 2, Tex. Phone: Sterling 5611, exten- 
sion 2248. , 

Branch offices: Room 306, Federal Office Building, Fannin and Franklin 
Streets, Houston, Tex. Phone: Capitol 7201, extension 044-045. Room 
718, Masonic Temple Building, 333 St. Charles Street, New Orleans 12, 
La. Phone: Canal 3481, extension 51. Room 714, Insurance Building, 
114 North Broadway, Oklahoma City, Okla. Phone: Regent 6-5601, ex- 
tension 226. 
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Region XI, Denver, Colo. Covering Colorado, New Mexico, Utah, and Wyoming: 
New Customhouse, room 235, 19th and Stout Streets, Denver 2, Colo. Phone: 
Keystone 4151, extension 8298. 

Region XII,-San Francisco, Calif. Covering California, Arizona, Nevada, and 
the Territory of Hawaii: 870 Market Street, Flood Building, room 1248, San 
Francisco 2, Calif. Phone: Klondike 2-2350, extension 6923. 

Branch office: 117 West Ninth Street, Suite 711, Los Angeles 15, Calif. 
Phone: Prospect 4711, extension 316. 

Region XIII, Seattle, Wash. Covering Washington, Idaho, Oregon, and the 
Territory of Alaska: Burke Building, 905 Second Avenue, Seattle, Wash. 
Phone: Neutral 3-3000, extension 1205. 

Branch office: Room 401, Platt Building, 519 Southwest Park Avenue, Port- 
land 5, Oreg. Phone: Broadway 8471. 


SMALL BUSINESS ADMINISTRATION 
LOAN POLICY BOARD 
Loan Poricy STATEMENT 
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I, INTRODUCTION 


This general policy statement is established by the Loan Policy Board of the 
Small Business Administration pursuant to section 204 (d) of Public Law 163, 
88d Congress (Small Business Act of 1953). It sets forth the principles and 


policies which will be followed by the Small Business Administration in granting 
and denial of applications by small-business concerns for financial assistance, 
It is not intended that this general policy statement provide answers to all 
questions which may arise in connection with specific applications. 


II, AUTHORITY AND PURPOSES 


Under section 207 of the Small Business Act of 1953 the Small Business Admin- 
istration is empowered, among other things— 

“(a) to make loans to enable small-business concerns to finance plant con- 
struction, conversion, or expansion, including the acquisition of land: or to 
finance the acquisition of equipment, facilities, machinery, supplies, or materials; 
or to supply such concerns with working capital to be used in the manufacture 
of articles, equipment, supplies, or materials for war, defense, or essential 
civilian production or as may be necessary to insure a bell-balanced national 
economy; * * * 

“(b) to make such loans as the Administration may determine to be necessary 
or appropriate because of floods or other catastrophes * * *.” 

All financial assistance granted by the Small Business Administration must 
be for one or more of the purposes set forth above. 


III. DEFINITION OF A SMALL BUSINESS 


Section 203 of the Small Business Act of 1953 provides that a small-business 
concern shall be deemed to be one that is independently owned and operated 
and which is not dominant in its field of operation. In addition to the fore- 
going criteria, the Small Business Administration, in determining whether a 
given firm is a “small-business concern” (pursuant to sec. 212 (c) of the act), 
a also use the number of employees and the dollar volume of business of 

firm. 
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IV. BASIC PRINCIPLES GOVERNING THE GRANTING AND DENIAL OF APPLICATIONS FOR 
FINANCIAL ASSISTANCE 


A. Applications for financial assistance may be considered only when there 
is evidence that the desired credit is not otherwise available on reasonable 
terms. ‘The financial assistance applied for shall be deemed to be otherwise 
available on reasonable terms unless it is satisfactorily demonstrated that— 

1. Proof of refusal of the required credit has been obtained from (a) the 
applicant’s bank of account, and (b) if the amount of the loan applied for is 
in excess of the legal lending limit of the applicant’s bank or in excess of 
the amount that the bank normally lends to any one borrower, then a re- 
fusal from a correspondent bank, or from any other lending institution whose 
lending capacity is adequate to cover the loan applied for. 

2. The funds required do not appear to be obtainable from other known 
sources of capital serving or operating in the business community concerned. 

3. The funds required do not appear to be obtainable on reasonable terms 
through the public offering or private placing of securities of the applicant. 

4. The funds required do not appear to be obtainable through the disposal 
at a fair price of assets not required by the applicant in the conduct of its 
existing business or not reasonably necessary to its potential healthy growth. 

5. The funds required do not appear to be obtainable without undue hard- 
ship, through utilization of the personal credit and/or resources of the owner, 
partners, management, or principal shareholders of the applicant. 

6. V-loan, or other applicable Government financing, is not available to the 
applicant. 

B. All loans made shall be of such sound value or so secured as reasonably to 
assure repayment. No loan shall be made unless there exists reasonable assur- 
ance that it can and will be repaid pursuant to its terms. Reasonable assurance 
of repnyment will exist only where the loan is of sound value, or is adequately 
secured in the judgment of the Small Business Administration. It will be deemed 
not to exist in all cases where the proposed loan is to accomplish an expansion 
which is unwarranted in the light of the applicant’s past experience and man- 
agement ability, or where the effect of making the loan is to subsidize inferior 
management. 

C. It is the policy to stimulate and encourage loans by banks and other lending 
institutions. 

1. An applicant for a loan must show that a participation by a bank or 
other lending institution is not available; no immediate participation may be 
purchased unless it is shown that a deferred participation is not available. 

2. An agreement by the Small Business Administration to participate in 
any loan shall not require the Small Business Administration to advance in 
excess of 90 percent of the amount of the loan. In the case of agreements 
to participate on a deferred basis, the Small Business Administration shall 
not be obligated to advance in excess of 90 percent of the amount of the loan 
outstanding at the time of the advance. 

. No agreement to participate shall establish any preferences in favor 
of the bank or other lending institution participating in the loan with the 
Small Business Administration. 

D. Financial assistance will not be granted by the Small Business Adminis- 
tration— 

1. If the direct or indirect purpose or result of granting such assistance 
would be to (a) pay off a creditor cr creditors of the applicant who are in- 
adequately secured or are in position to sustain a loss, or (b) provide funds 
for distribution or payment to the owner, partners, or shareholders of the 
applicant or (c) replenish working capital funds theretofore used for either 
of such purposes ; 

2. If the purpose of the applicant in applying for such assistance is to ef- 
fect a change in ownership of a business; or if the direct or indirect pur- 
pose or result thereof is primarily to refinance indebtedness due to a Govern- 
ment instrumentality ; 

3. If the financial assistance will provide or free funds for speculation in 
any kind of property, real or personal, tangible or intangible ; 

4. If the applicant is an eleemosynary institution ; 

5. If the purpose of the loan is to finance recreational or amusement 
facilities ; 

6. If the applicant is a newspaper, magazine, radio broadcasting, or tele- 
vision broadcasting company or similar enterprise ; 
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7. If any substantial portion of the gross income of the applicant (or of any 
of its principal owners) is derived from the sale of alcoholic beverages ; 

8. If any part of the gross income of the applicant (or of any of its prin- 
cipal owners) is derived from gambling purposes ; 

9. If the loan is to provide capital to an enterprise primarily engaged in 
the business of lending or investment; 

10. If the effect of the granting of the financial assistance will be to 
encourage monopoly or will be inconsistent with the accepted standards 
of the American system of free competitive enterprise. 


Vy. TERMS AND CONDITIONS OF LOANS TO SMALL BUSINESS CONCERNS UNDER 
SECTION 207 (A) OF THE SMALL BUSINESS ACT 


A. Amount.—No loan shall be made if the total amount outstanding and com- 
mitted (by participation or otherwise) by the Small Business Administration to 
the borrower would exceed $150,000. 

B. Maturities.—No loan, including renewals or extensions thereof, may be 
made for a period or periods exceeding 10 years, except that any loan made for 
the purpose of constructing industrial facilities may have a maturity of 10 years 
plus such estimated additional period as may be required to complete such con- 
struction. It shall be the policy, however, to restrict the maturity of each loan 
to such minimum as is consistent with sound business practice. 


C. Charges and interest.— 


1. Charges: In deferreé participation loans (those made by a bank in which 
Small Business Administration has entered into an agreement with the bank to 
purchase thereafter a participating share in the loan), a participation charge 
shall be payable by the bunk to Small Business Administration for the latter’s 
agreement to purchase a share in the loan. The participation charges shall be 
on a sliding scale, depending upon the percentage of the loan which Small Busi- 
ness Administration is obligated to purchase. Such charges shall be as follows: 

For a loan in which Small Business Administration is obligated to purchase— 

(i) An amount not in excess of 50 percent of the loan, the participation 
charge shall be 1 percent per annum on the portion of the loan which Small 
Business Administration is obligated to purchase; 

(ii) An amount in excess of 50 percent of the loan, but not in excess of 
75 percent of the loan, the participation charge shall be 1% percent per 
annum on the portion of the loan which Small Business Administration is 
obligated to purchase; and 

(iii) An amount in excess of 75 percent of the loan, but not in excess of 
90 percent of the loan, the participation charge shall be 2 percent on the 
portion of the loan which Small Business Administration is obligated to 
purchase. 

Small Business Administration is prohibited by law from agreeing to purchase 
more than 90 percent of the loan. 

2. Interest: 

(a) Deferred and immediate participation loans.—In all loans in which 
the Small Business Administration participates with a bank or other lend- 
ing institution, whether the participation is on a deferred or immediate 
basis, and whether in the first instance the bank or the Small Business Ad- 
ministration makes the loan in which the other purchases an immediate 
participation, the rate of interest may be fixed by the bank or other lending 
institution, provided that the interest rate shall not be less than 5 percent 
per annum on the portion of the loan which the Small Business Administra- 
tion is obligated to purchase or, in the case of an immedate participation 
loan, on the Small Business Administration’s share in the loan. 

(b) Direct loans.—Interest on all direct loans which may be made by the 
Small Business Administration shall be at the rate of 6 percent per annum. 


VI. DISASTER LOANS UNDER SECTION 207 (B) OF THE SMALL BUSINESS ACT 


Disaster loans will be considered on an individual basis in the light of the 
circumstances of the particular flood or other catastrophe. Such loans will be 
made to relieve the distress and hardships attendant upon the disasters. Ac- 
cordingly, such loans will not be required to meet standards which would other- 
wise be applicable. 
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Interest on disaster loans for the purpose of the acquisition, construction, or 
restoring of homes or personal effects shall be at the rate of 3 percent per 
annum; and interest on disaster loans for the purpose of the acquisition, con- 
struction, or restoring of business facilities and inventories shall be at the rate 
of 5 percent per annum. 

Approved by the Loan Policy Board of the Small Business Administration. 

WENDELL B. BARNES, 
Acting Administrator Small Business Administration. 
Grorce M. HUMPHREY, 
Secretary of the Treasury. 
SINCLAIR WEEKS, 
Secretary of Commerce. 


SMALL BusINeEss ADMINISTRATION 
LOAN POLICY BOARD 


AMENDMENT NO. 1 To LOAN POLICY STATEMENT 
(Revised as of November 16, 1953) 


The loan policy statement of the Loan Policy Board of Small Business Admin- 
istration, revised as of November 16, 1953, is hereby amended as follows: 
Section IV, Paragraph D-2 is amended to read as follows: 
“2. If the direct or indirect purpose or the result thereof would be to effect a 
change in ownership of a business.” 
Dated as of December 21, 1953. 
WENDELL B. BARNES, 


Acting Administrator, Small Business Administration. 
Grorce M. HUMPHREY, 
Secretary of the Treasury. 
WEEKs, 
Secretary of Commerce. 


DIFFERENCES IN SBA Loan POLiIcy STATEMENTS OF SEPTEMBER 16 AND NOVEMBER 
16, 1953 


1. Paragraph A of section IV of the September statement was deleted and 
paragraphs B, C, D, and E therein were redesignated in the November state- 
ment as paragraphs A, B, C, and D, respectively. 

The effect of this deletion makes all small business concerns eligible (pro- 
vided they are not engaged in gambling, speculation, etc.) to apply for loans, 
whether they are engaged in manufacturing, wholesaling, service trades, or 
otherwise. This is the principal change in the November statement. 

2. That part of paragraph B-1 of section IV of the September statement which 
required additional proof of refusal of the availability of credit from a competing 
bank in the same area where the loan applied for exceeded the bank’s legal or 
single borrower limitation, was deleted. However, it is still necessary to de- 
termine the nonavailability of bank financing or to require the submission by the 
applicant of additional evidence of the nonavailability of financing, if there is 
any reason to believe that private financing is available. 

83. Paragraph D-2 of section IV of the November statement added the pro- 
hibition, since deleted, of excluding financial assistance where the purpose was 
primarily to refinance an indebtedness due to a Government instrumentality. 
This was addressed principally to Reconstruction Finance Corporation loans. 
Because the necessity for the early liquidation of the RFC did not permit ex- 
tensions and other customary refinancing techniques, this provision was sub- 
sequently deleted. 

4. Paragraph C of section V of the November statement prescribes the par- 
ticipation charges and interest rates which were contained in an amendment to 
the September statement. (This amendment made unnecessary the provisions 
of paragraph D-4 of section IV of the September statement.) 
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NUMBER OF PERSONNEL, 1954 


I also want to call your attention to page 718 of the ae on the 
supplemental appropriation bill in the Senate last year in which the 
agency received its authorization for money. I will read from that: 
1954 estimate (11 months) for continuation by SBA of programs initiated under 
section 714, Defense Production Act anticipates approximately 400 employees 
June 30, 1954, as compared to approximately 450 on July 1, 1953. 

You anticipated 400 employees June 30, 1954, which is the coming 
year end, and 450 at the beginning. You did not get as much money 
as you anticipated but you have more employees than are shown here. 
That is what I am trying to get you to straighten me out on. 

Mr. Hanna. In addition, the estimate included an amount. of 
$400,000, covering approximately 70 employees for a period of 10 
months to provide for the broadened scope of operations contemplated 
by the SBA Act as distinguished from section 714 of the Defense 
Production Act. 

In addition, it provided for an estimate of $900,000 for operation of 
a direct lending program by the Small Business Administration, based 
on an eiditionsl staff of approximately 155 employees. So, in total, 
we were asking for 625 employees for the remaining portion of this 

ear. 
‘ Mr. Prius. You are asking for that ? 

Mr. Hanna. Yes, sir. 

Mr. Putttires. Or were they authorized by the amount of money 
you received ¢ 

Mr. Hanna. No, sir. Six hundred twenty-five was the number we 
would have been able to employ and had planned in the event we re- 
ceived the full amount of the appropriations. 

Mr. Puiturrs. You actually had enough money to employ or to 
have as your goal 100 less than that, and you have as of today 449 on 
the rolls and you expect to have that built up again to 525 by June 30! 
Mr. Hanna. That is correct. 


DEVELOPMENT CREDIT CORPORATION 


Mr. Corton. I note on page 11 of the Administrator’s statement a 
reference to the organization of the development credit corporations 
formed in six New England States. Iam naturally interested in that. 
Would you put in the record very briefly, first, what that is all about 
and how you work with them, and secondly, how New England hap- 
pened to be first, for once? 

Mr. Barnes. If you please, we have prepared a publication on de- 
velopment credit corporations which we would be glad to make avail- 
able to each of the members of the committee. 

Mr. Pures. (Give us the booklet, please, and answer Mr. Cotton’s 
question. 

Mr. Barnes. There has been a movement in the six New England 
States and some of the municipalities in New England, as well as 
other parts of the country, to develop credit corporations to provide 
credit for meritorious small businesses. 

The method of organization is that funds are subscribed by indi- 
viduals and even by banking institutions, so far as they are permitted 
under the laws that they operate by, to set aside a certain amount 
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of their reserves to make available to this corporation for lending 
purposes. 

It is a movement which has much promise. We feel it has so much 
merit that we are hopeful it would be extended throughout the 
country. 

Mr. Corron. I was instrumental in forming one of the first local 
nonprofit corporations in my own State for the purpose of providing 
plants and facilities for small industries and business concerns. One 
reason that was necessary was the fact that under our constitution 
and laws the municipalities in our State cannot build facilities and 
make loans, while in other parts of the country they can and do. In 
other words, in the South, for instance, the cities and municipalities 
appropriate money, build factories, to get industries. 

Has that factor entered in any way in the policy of your agency 
in dealing with this New England situation ¢ 

Mr. Barnes. To this extent, that we can encourage the formation 
and development of these corporations, feeling they are the proper 
type of agency to take over the lending function exercised by the 
Government. It would put the decision in connection with loans in 
the hands of local municipalities, who know best what they wish to do 
in their own areas. There are such wide varieties of laws which are 
applicable to this type of corporation, however, that we have not 
felt it was our obligation to make a detailed study of the laws of each 
State and each municipality that might become interested in this 

roject. 
: There was some doubt as to whether or not the national banks may 
participate in it. They have obtained an informal ruling from the 
Controller of the Currency indicating that they may participate in 
the formation of a development credit corporation. 

We have hoped there could be a clarification of those laws, but have 
not felt it wise for us to question them. 

Mr. Corton. Is it not a fact that these development credit corpora- 
tions up in New England were already formed or in the process of 
formation when your agency came into being? 

Mr. Barnes. Yes, sir. 

Bans Corron. You did not have anything to do with inaugurating 
them 

Mr. Barnes. That is right, sir. 

Mr. Corron. You have cooperated with them ? 

Mr. Barnes. Yes, and we have taken all the steps that it is possible 
and proper for a Federal agency to take to bring what we regard as 
a meritorious movement to the attention of other States. 

We have furnished copies of this pamphlet, which is a detailed 
analysis of the success they have had, and their means of organizing 
them, and have made them available to the governors of all 48 States, 
and have replies from many of them showing a keen interest in them, 
referring them to their legislative councils for further study. 

Mr. Corron. You cooperation with these already — corpora- 
tions in the New England States is in the form of helping get 
Government orders? 

Mr. Barnes. We have given them procurement assistance. Pro- 
duction assistance is late to their clients, I will say. To the 


development credit corporations themselves, we have indicated a will- 
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ingness to participate with them in loans the same as if they were 
banks in order to further expand their funds if they so desire. 

I do not believe we have had any applications yet, but there are 
signs that they intend to follow through. 

Mr. Corron. You have not had applications from a business con- 
cern that is operating in New England as a result of these develop- 
ment credit corporations ? 

Mr. Barnes. No, sir. 


FUTURE DEVELOPMENT OF PROGRAM 


Mr. Corron. The thing that troubled me a little, as I read and 
listened to your statement, which is exceptionally clear and compre- 
hensive, was the future of this agency. 

I gathered from your outline that your function is: First, furnish- 
ing expert advice and counsel to small business all over the country 
and helping them to run their business so they will not need loans. 

If they need loans, you help them to get them from banks or private 
sources. If they cannot do that, you consider making loans yourself. 

Next you perform a function of helping them obtain their share of 
Government business, and if the business cannot be split up, helping 
them form pools to handle it. 

It seems to me that if you pursue that road, by natural growth— 
you have only been at it a portion of a year—this agency is bound to 
grow into a tremendous organization, and it would have been far better 
to have the RFC left alone and not to have embarked on this because 
it seems an endless task. 

I understand that under the law you expire at a certain time. You 
and I both know in Government nothing ever expires when it is sup- 
posed te. What do you say about the future development of this 
agency ? 

What is the expiration date ? 

Mr. Corton. 1955. 

Mr. Barnes. The expiration date is 1955. 

Mr. Puituies. June 30? 

Mr. Barnes. Yes, sir. As I said this morning, it is our intent to 
carry out the will of Congress as expressed by this act. My own 
thought would be that we have pretty well set our pattern of what we 
would like to do in what we have done with the development of the de- 
velopment credit corporations. Wherever we find a State or local 
means of accomplishing the missions that Congress has given us to do, 
we try to pass the burden back to them. 

In the field of technical advice, which you referred to, we are work- 
ing with the colleges and universities to provide the type of extension 
courses and counseling service that the businessmen are coming to us 
for. The extent to which we can get colleges and universities in each 
section of the country to take on that work themselves, and if I may 
say so, they have shown a great deal of willingness to do so, that 
should tend to get us out of that field. 

In the field of Government procurement, of seeing that the small 
business gets a fair share of the dollars spent by the Government, that, 
it seems to me, is more of a continuing task. 

Mr. Corton. I think ex-President Hoover himself made some state- 
ment about the RFC or any kind of a Government lending agency; 
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that human nature being what it is, it always remains an invitation to 
amass power and also an invitation to corruption. That was one of 
the fundamental reasons for Congress to terminate the RFC, to get 
the Government out of a situation where it was lending money to busi- 
ness and the consequent vast powers. 


NECESSITY FOR SMALL BUSINESS ADMINISTRATION 


It strikes me, and it is unfair to blame you for the basic law Con- 
gress passed, that this kind of program that has been outlined 
is dangerous and unsound. Does American business need to be put 
on crutches and need to have the Government, either itself or through 
universities, develop people to advise businessmen how to operate. 
I can understand the need, at least for the time being, of financial aid 
in the form of loans to small business, and I certainly can understand, 
with this vast problem of defense, the necessity and advisability of 
splitting it up in some way so there will be a fair and equitable dis- 
tribution of Government orders. But this business of setting up a 
patron saint to develop financial advice for the American business- 
man, if that has become necessary and is going to continue, all these 
— speeches we make about free enterprise do not mean much; do 
they 


Mr. Barnes. Well, sir, I would answer your question this way: In 
interpreting the law we have felt what Gomera intended was for 
this agency to bring assistance to that section of American business 
which was at a competitive disadvantage by reason of its size. In the 
field of finance, that in the field of finance it had more difficulty in 
getting what they call term financing, by reason of the fact of their 
size and the fact that there was no uniform availability of credit for 
that type of firm throughout the country. 

The best evidence of whether or not there is a need for that is shown 
by experience when you keep in mind that every loan that we pass on 
has gone to a banker and has been turned down. They have tried 
to get a loan from a bank. So if we make it, and if we follow the 
criteria that is fixed by Congress, that it be a sound loan with reason- 
able assurance of repayment, that would indicate there was a lack 
of credit, if our judgment is correct. 

In other fields, small business is at a competitive disadvantage by 
reason of lack of research facilities, which do so much to stimulate 
and provide the activities for the large businesses and corporations. 

The third field in which small business is at a disadvantage is in 
management, since large businesses are able to employ specialists for 
every phase and every detail of their activity. e do not believe we 
should supply all of those specialist activities. We believe we can, 
by publications, indicate where they could obtain information, by 
lists of specialists which can be employed, and that that will meet 
that need. 

Nevertheless, there are queries from businessmen that seem to re- 
quire answering by such specialists as we have. 

Mr. Corron. This matter of lack of credit—is it a lack of credit or 
is it the failure of banks to take long-term loans? 

Mr. Barnes. I think the banks are doing, generally speaking, a 
very good job. I think that is indicated by the fact that in 3, 4, or 
5 months there have only been 270 or 300 applications filed, but there 
have been no doubt several thousand inquiries which did not mate- 
rialize into applications. 
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In a country as big as ours that would indicate a great pat of the 
credit needs were being supplied. However, in each of the applica- 
tions which finally passed through our procedure and resulted in a 
loan there has been a need for credit elsewhere, even though the bank 
itself participated. 

You understand, in the majority of our loans the banker himself 
makes the application for his customer and is precluded by some pro- 
vision in his State law or the policy of his bank from making a loan. 
The bank recommends the credit of the applicant and indicates a will- 
ingness to share part of the loan. 

Mr. Corton. Let me suggest this. I represent the section of the 
country that in many respects is having the most difficult struggle, New 
England. Before your agency even came into being New England, 
recognizing what it was up against, formed in many cities and com- 
munities, nonprofit corporations, because our Constitution does not 

ermit our State or our municipalities to do it. We raised money b 
investment and subscription of our own people. We established credit 
for enterprising and aggressive small business. We went out and got 
them and filled up the floorspace in many cities where we lost our big 
textile mills, and in many of our towns and cities we are in a more 
healthy condition because we have diversification. 

Before the RFC was abolished I had people down from my district 
seeking aid to get RFC loans. I felt I was here as their representa- 
tive and I afforded every facility I could, but in many of those in- 
stances I personally—if I were the RFC Administrator—would not 
have granted the loan because they were not in a condition to deserve 
it. They had a lot of deadwood in their organization. 

If they had been aggressive and efficient, we could have financed 
them right in New England. 

Most of the requests I get now—and I am happy that you people 
are in a position to take over—are from concerns that want to get in 
on Government orders. I cannot see that in this matter of credit we 
need to grow so much. This matter of Governing lending is very im- 
portant. That function is one that in 1955 will be such that you will 
have a lot of clothes out on the line and you will probably come before 
this committee and require more money and more people, because you 
have just pricked the surface. 

Mr. Barnes. I do not think it is our function to determine the ex- 
tent of our lending. I believe it is the function of the Congress. I 
do not think we should make any defense or any advocacy of Govern- 
ment lending. I think we should carry out the will of Congress to 
the best of our ability. 


BREAKDOWN OF POSITIONS 


Mr. Jonas. I would like to invite your attention to the organization 
chart. You have 1 Administrator and 3 deputies; is that correct? 

Mr. Barnes. Yes, sir. 

Mr. Jonas. One deputy is here. That is Mr. Hipkins. Are the 
other two places filled? 

Mr. Barnes. I would like to introduce Mr. Engles, who is the dep- 
uty in charge of loans. 

Mr. Jonas. Where would he go in this chart? He would still be in 
the Administrator’s office? 


882 


Mr. Barnes. He would supervise the loan function. 

Mr. Jonas. Who is the other one? 

Mr. Barnes. The other position at present is vacant. It has been 
vacant for about 10 days. It is called Deputy Administrator in 
Charge of Field Offices. 

Mr. Jonas. You have 5 executive positions in your office, including 
yourself, the 3, and the special assistant. Then you have 18 positions. 
That is 13 clerical positions there. Is that not more than you need? 

Mr. Monrcomery. Three of the thirteen clerical positions that are 
included in that figure are confidential assistants to the deputies. 

Mr. Jonas. You mean, each deputy has a confidential assistant of 
the sort that this special assistant to the Administrator is? 

Mr. Monrcomery. Yes, sir. 

Me. Jonas. That would account for 3 of the 13. Who are the other 
10% 

Mr. Monreomery. I will check that. 

Mr. Jonas. While he is doing that, may I ask, Mr. Hipkins, what 
ve ay need confidential assistants for? What services do they per- 

orm 

Mr. Hrexins. In my own particular case, and in the case of Engles, 
that position has never been filled. 

Mr. Jonas. It is not filled? 

Mr. No, sir. 

Mr. Monveomery. I was speaking of positions. 

Mr. Yares. Does that mean that you do not need the position ? 

Mr. Hiexins. No,sir. The main reason that has not been filled, par- 
ticularly in recent months, was because of the fact that it is a position 
that is excepted from the civil-service regulations, and in view of the 
fact that we have been operating under an Acting Administrator 
rather than a permanent Administrator, until such time as a perma- 
nent Administrator was appointed, no action has been taken to fill 
those positions. 

Mr. Jonas. So the three positions are unfilled, then? 

Mr. Hrrxrns. That is correct. 

Mr. Jonas. What about the other 10? Are they stenographers or 
secretaries? 

Mr. Montcomery. Yes, sir. 

Mr. Yares. All of them? 

Mr. Monrcomery. There are three stenographers and secretaries 
at grades 5 and 6. There are three administrative assistants in the 
grade-9 category. 

Mr. Yates. These are already accounted for. 

Mr. Jonas. Are they confidential assistants ? 

Mr. Montcomery. They are listed as administrative assistants. 

Mr. Jonas. We have discussed that. 

Mr. Monrcomery. There were three GS-15’s in the staffing pattern 
as confidential assistants. 

Mr. Jonas. Each deputy has an administrative assistant? - 

Mr. Monrcomery. Yes, sir. The balance is made up of secretarial 
and stenographic. 
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ECONOMIC ADVISER 


Mr. Jonas. What do you need an economic adviser and staff for, 
Mr. Barnes? 

Mr. Barnes. The questions of size are referred to the economic 
adviser. He develops statistical data from other governmental agen- 
cies which reflect economic trends that relate particularly to small 
business. 

Mr. Jonas. Who is the economic adviser? 

Mr. Barnes, Mr. Abels. 

Mr. Jonas. There are eight people in his department. Are they 
assistants? 

Mr. Barnes. There are some clerical. They also deal with the for- 
mulation of programs and plans. In addition to that, they develop 
specific information about size questions and economic data that per- 
tain to small business. 

Mr. Jonas. You are the economic adviser ? 

Mr. Yes. 

Mr. Jonas. We are trying to find out what you do, and if you are 
needed in this agency. 

Mr. Azets. I do quite a few things. In the first place, at the pres- 
ent time I am engaged in the preparation of a semiannual report. I 
advise the administrator on loan applications in a manner similar 
to a division in the RFC, which gave the RFC economic advice on the 
industry which would be the subject of a loan application. That 
division advises as to the status of its sales and profit viewpoint and 
the position of a small competitor within the industry. That is one 
of the functions an economic adviser has to perform. 

Mr. Jonas. Were you in that agency in the RFC? 

Mr. Anets. No. 

Mr. Barnes. Would you review your background? 

Mr. Apets. I am a graduate of Columbia University, and received 
a bachelor of arts degree from the City College in New York. I was 
a junior attorney for a couple of years with the Government. After 
that I was engaged in the study of economics at Harvard University. 
Subsequent to that I was for 10 years with the Research Institute of 
America as an economic analyst and as an editor. 

Mr. Jonas. The Tax Service? 

Mr. Apes. I was an executive editor for that organization. I 
was the author of many business analyses. Subsequent to that time 
I was a staff member of the Republican congressional committee and 
prepared material on economic issues for the 1952 campaign. 

After that I was for a year and a half business-trends editor of 
Newsweek magazine. 

I am the author of a book on economics called The Welfare State. 
I am the author of many economic articles. 

Mr. Jonas. Was this service as an attorney with the Government ? 

Mr. Azets. I served with the Government between 1938 and 1940. 
I was a junior attorney with the Marketing Law Survey, which was a 
research project which analyzed State laws regulating competition, 
such as sales below cost, and the Robinson-Patman Act and State 
barriers. 

Mr. Jonas. You have a Deputy Director? 
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Mr. Apets. Yes, sir. 

ans Jonas. Are there any other positions than clerical in your 
cet 
Mr. Aspects. Besides the Deputy, there are three economists. 
Mr. Jonas. The others are secretaries? 
Mr. Axess. Yes. 


COMPLIANCE AND SECURITY OFFICE 


Mr. Jonas. What does the Compliance and Security Office do? 

Mr. Barnes. They obtain clearances for new employees. The 
second function is to ascertain that the field offices follow the bulletins 
and procedures that are prescribed for Government operations in our 
agency. 

Mr onas. They act as field officers visiting the different field and 
regional offices to check on compliance with your own regulations ? 

r. Barnes. Yes; and if there are complaints of improper conduct, 
improprieties, they would investigate them. 

r. Jonas. I see where you would need investigators, but I do not 
see where you would need a director for that office. You have only two 
investigators and a total of only nine people. Do you not need more 
investigators and fewer directors? 

Mr. Hanna. There are five investigators. 

Mr. Jonas. Does an investigator investigate you? 

Mr. Hanna. In cases, he does. On individual cases following the 
loan, or a contract, where there is some question as to the application of 
the proceeds of the loan, or some question about the background of 
some of the individuals concerned, either a security or compliance 


investigation mer be conducted on that particular firm. 


Mr. Jonas. uld it not be cheaper and more economical to have 
someone out in the regional office check on that instead of sending 
someone from ee 

Mr. Hanna. Two of the investigators are located in the field, one in 
Chicago and one on the west coast. 

Mr. Jonas. That is too centralized, is it not, for economical checks ? 

Mr. Barnes. Most of the burden now of that office is and has been 
on checking new employees. 

Mr. Jonas. I thought the civil service did that? You pay them $230 
a person. 

Mr. Barns. These people have done some of the checks themselves. 
Most of it was done by civil service. 

Mr. Jonas. You have an item in this budget to pay civil service a lot 
of money to do that. 

Mr. Hanna. That is correct. 

Mr. Barnes. The position of director is not filled at the present time. 

Mr. Jonas. Of the Compliance and Security Section ? 

Mr. Barnes. Yes, sir. 


OFFICE OF GENERAL COUNSEL 


Mr. Jonas. I see under “General Counsel” you have a Chief of the 
Procurement and Administrative Division. Is that what it is? 

Mr. Hanna. Yes, sir. 

Mr. Jonas. What is the difference between that and the Office of 
Procurement Assistance? Why do you need a chief in the General 


( 
( 
1 


885 


Counsel’s Office of the Procurement Division when you have a director 
down in the office and a deputy, also? 

Mr. Barnes. Perhaps I can answer that, sir. Many of the questions 
that are handled in the General Counsel’s office pertain to other 
agencies or to administration of this agency. That particular section 
handles those a pe The other, the loan division, performs a 
different type of work as is indicated by the name. 


NEWSPAPERS 


Mr. Jonas. Why do you think you need to spend $1,700 of the 
Government’s money for newspapers ¢ 

Mr. Hanna. As far as the field offices are concerned, that would 
provide for one national newspaper. 

Mr. Jonas. What do you mean by “national newspaper” ? 

Mr. Hanna. A business publication such as the Wall Street Journal, 
a national business publication and one local business publication. 
The national publications are to keep them abreast of current develop- 
ments and trends as they might affect their particular area. 

The local subscription is to permit them to obtain current informa- 
tion on one key area within their particular area. Normally, in addi- 
tion, they buy their own local papers. 

As far as the Washington office is concerned, it provides for one 
copy of a number of different publications. I will be glad to furnish 
the list to the committee if you would like. They are publications 
such as the business publications, certain of our current economic 
journals and publications, some newspapers, as well as some additional 
technical publications which can be of assistance in the development 
of our own internal publications on problems which may affect small 
business. 

GRANTS, SUBSIDIES, AND CONTRIBUTIONS 


Mr. Jonas. I see one item that I never thought I would see in the 
justifications, “Subsidy.” Most agencies do not admit they are en- 
gaged in subsidization of anything. You have an item called, “Grants, 
subsidies, and contributions, $40,000.” I would like to know some- 
thing about that. 

Mr. Hanna. Yes, sir. That is the objective classification title 
which has been assigned, and is a standard Government classification. 
It is for the transfer to the civil service retirement fund of an amount 
equal to 6 percent of the salaries of those employees who are under 
the retirement system and whose salaries will come from the transfer 
from the revolving fund. That is also requested by our basic statute. 

Mr. Jonas. Most of them call that taxes. I have not seen that term 


Mr. Hanna. You are thinking of FICA. We also have some money 
in for that, too. That is 2 percent which we have to contribute for 
all employees who are not under the civil-service retirement fund. 
There are two different things involved in that. 

Mr. Puuuies. Off the record. 

(There was discussion off the record. ) 

Mr. Putuips. While the word “subsidy” appears in that accounting 
do not see a subsidy. It isan accounting head. Why is it used 

ere 


886 


Mr. Hanna. The standard objective classification, Mr. Phillips, is 
called grants, subsidies, and contributions. This is a contribution 
as far as we are concerned to the retirement fund. This comes out of 
Budget Treasury Regulation 1, which provides the standard nomen- 
clature. 

NEWS TICKERS 


Mr. Jonas. Do you need a news ticker in the Washington office? Is 
that not a luxu ? 

Mr. Hanna. It is not considered so, sir. 

Mr. Jonas. Is that a stock-quotation ticker or a news ticker ? 

Mr. Barnes. News ticker. It is a Western Union ticker, but we are 
also on the TWX system. 

Mr. Yates. That is not the same thing? 

Mr. Barnes. No. 

Mr. Jonas. You have a regular news service furnished over the wire? 

Mr. Barnes. Yes, sir. 

Mr. Jonas. Then the TWX is in addition to that ? 

Mr. Pures. How much does it cost you per year? 

Mr. Hanna. It is $75 a month. 

Mr. Jonas. Nine hundred dollars a year. 

Another item that interested me is to see that you are already begin- 
ning the policy that most Government agencies develop, that of mov- 
TT around the country. 

ince you are a new agency, do you not think you could locate the 

ple you need in these regional offices near at hand so you would not 

ave to pay transportation to move their household goods from some 
other city at the Government’s expense ? 

Mr. Hanna. It has been found necessary, particularly where we had 
a regional office and decided to decentralize, relocating 1 or 2 people 
out in one of the States of the region. I believe most of the moves 
we have in here are of that nature, where we have transferred an em- 

loyee out of the regional office to a new location out in the region away 
rom the regional office. 

Mr. Jonas. That would be called a field office? 

Mr. Hanna. A branch office. 


TELEPHONES 


Mr. Jonas. You have a pretty sizable item in here for telephones. 
T can see why a lot of people out in the field seeking loans and seeking 
help would be calling you, but I do not see why you should plan to 
spend $23,000 on long-distance telephone service. Is that based on 
wry hae experience, or is it just an estimate, or how did you arrive 
at that 

Mr. Hanna. That is based largely on the experience of SDPA 
and cutting it back actually from their experience. 

Our average for the field office runs $75 per month for long-distance 
tolls. I can give you an example on that. A regional office is noti- 
fied by one of our procurement centers that a bidder, a small-business 
man, has bid on a particular contract and is not going to get the 
award because the contracting officer has indicated he is not capable 
of producing, but we have obtained a 48- or 72-hour delay in order 
to perhaps issue a certificate, if it is necessary. In view of the time 
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limitation you do not have time to depend on the mails. If assistance 
is to be rendered, it will have to be rendered quickly. That is about 
the only alternative you have. 

We do try to use the TWX facilities wherever we can because it 
is more economical where speed is required. 

Mr. Jonas. It is a small item. I think a lot of money is wasted in 
long-distance telephone. 

r. Hanna. I might mention also, sir, that we have been quite 
concerned about it. The Administrator recently sent out a letter to 
the field calling their attention to it, and the need of taking proper 
steps to assure that they are used only where it is absolutely essential. 


EXTENSION COURSES FOR MANAGEMENT SUBJECTS 


Mr. Krvuecer. I would like to direct your attention to the bottom 
of page 14 of your statement. You state: 

As another means of helping small firms to keep abreast of the latest manage- 
ment policies and production methods, SBA has recently started plans for a 
series of extension courses in important management subjects. 

As you are an agency which will go out of existence, accordin 
to the law that is now in effect, in a little over a year, why start sue 
courses? Is that necessary ? 

Mr. Barnes. The courses, sir, are being developed with the coop- 
cration of the business colleges and universities. 

Mr. Kruecer. Will you provide instructors ? 

Mr. Barnes. No; they provide them themselves. Our contribution 
to the course is, first, to assist in collecting information on what field 
of knowledge these small-business men particularly would like to have 
offered, and collecting data that is available in various governmental 
and educational fields, analyzing that, and then making it available 
to the university that will teach the courses themselves, will collect 
the tuition themselves, and we will then step completely out of the 
picture. 

Mr. Krvurcer. That must cost some money to provide the courses. 
I am wondering how much you are spending for that activity. 

Mr. Barnes. We have 3 employees, I believe, whose time could be 
assigned to this particular activity. 

I can pass this on to you: One of the gentleman here as a consultant, 
a leading banker from the Northwest who was familiar with all of 
our activities as a consultant to help set up our loan program, believed 
that this one activity might be the most important thing that SBA 
would do in that it might have as much helpful impact on small busi- 
ness as the extension courses and the county agents had on agriculture. 

Mr. Krvuecer. In looking over the charts I see you are expanding 
quite rapidly. I am wondering whether all of these activities are 
necessary. I am still referring to the expiration of the law, unless 
you are prepared to say it will be continued. 

Mr. Barnes. We plan to have advisory committees of businessmen 
themselves. We will submit to them the question as to whether any 
particular program we have offers anything of merit or value in their 
particular region or area. If it does not, we will discontinue that 
in their area. We will, furthermore, submit to them that same ques- 
tion before we start any other programs that may be recommended 
elsewhere. 
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Mr. Tuomas. I have only a few little questions here, Mr. Chairman. 
It will not take me very on I would say to Mr. Barnes and his 
very capable and genial staff that this committee realizes the impor- 
tance of your work and we want to try to help you carry it out. 


NUMBER OF PERSONNEL BY OFFICES 


If we say something that you disagree with, you are at liberty to 

ut forward your henge. We see a lot of agencies in here, Mr. 
eae but frankly, I do not believe I have seen one in a long time 
that is so badly overstaffed as yours, and I do not put the finger on 
you or your staff either because you are young at this business. 

Your average salary is around $7,000 and your average civil-service 
grade is GS-10. If you were in a technical field altogether, there 
might be some justification for it. 

Did any members of your staff have anything to do with this 
stafling pattern, or was that left entirely with the budget ? 

Mr. Barnes. The staffing pattern was drawn up by our staff and 
thoroughly gone into with the Bureau of the Budget. 


ATTORNEYS 


Mr. Tuomas. I want to commend your staff. It is the plushest thing 
I have seen in a long time. How many lawyers do you have? 

Mr. Barnes. I believe 10, on the payroll at the present time. 
y m4 Tuomas. Are they all in the District of Columbia, or in the 

eld 

Mr. Bane a They are here in Washington. In the field we use fee 
counsel. 

Mr. Tuomas. In addition to your 10 regular ones? 

Mr. Barnes. Yes, sir. There were six attorneys in SDPA dealing 
with the procurement function alone. That would indicate there 
has been an addition of four attorneys dealing with the entire loan 


program. 
Mr. Tuomas. Let us take it by activities. Gentlemen, this is really 
lush. We want to see you succeed, but you can break yourselves 
down by your own weight, frankly. 
If the Bureau of the Budget approved this. staffing pattern, they 
certainly must have been sound asleep. 


PROCUREMENT ASSISTANTS 


As to your procurement assistants, I notice that you have an in- 
crease in 1955 over 1954. How many do you have on the payroll as 
of today in your procurement-assistance program ? 

Mr. Hanna. We are talking there of average employment rather 
than positions. 

Mr. THomas. How many bodies do you have on the payroll as of 
January 1, or some more recent date, if you have it? : 

Mr. Hanna. I only have it in total. I do not have it broken down 
by the activity, because of the manner, as I pointed out to you earlier, 
ot the way in which the distribution is made between activities. For 
example, part of my time and part of the Administrator’s time is 
distributed to each of these functions. 
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Mr. Tuomas. Do you know approximately how many you have in 
the District of Columbia headquarters’ office and how many you have 
in the field ? 

Mr. Hanna. I can give you the employment, sir. 

Mr. THomas. ha procurement-assistance work. 

Mr. Hanna. One hundred and seventy one employees in the Dis- 
trict at the present time in total for all activities. 

Mr. Tuomas. The other 57 are in the field, scattered over 30 offices ? 

Mr. Hanna. The total employment is 449. 

Mr. Txomas. What do the people do in the field in procurement 
assistance ? 

Mr. Hanna. One thing, as joint determinations are made in a pro- 
curement subject, a notification of these joint determinations after it 
has been agreed upon is furnished to each of our field offices. 

Mr. Tomas. You have 55 people working joint determinations in 
addition to the 247 in your procurement assistance ? 

Mr. Hanna. No,sir. I was just picking it up to show you what hap- 
pens. After the notification is received in the regional office the 
screening is made of the facility inventory files, and those firms which 
would be interested and — and probably could manufacture a 
particular product are notified. 

Mr. Tuomas. By whom? 

Mr. Hanna. By the production and industrial specialists as the 
regional offices are notified of the particular procurement. That is one 
activity they perform. 

Mr. Tuomas. That is a letterwriting job then; is it not? 

Mr. Hanna. The specialist’s job is to screen the files to determine 
who would be eligible and who would be making the product. Then 
it is a clerical task thereafter. 

In addition, in the subcontracting program these specialists call upon 
various prime contractors in the region in an effort to secure work 
for more of the small-business men to the subcontracting activity. 

They make calls upon the prime contractors. As requests come in 
tee oe sereen the facility records and make referrals. 

r. Tuomas. How many people do you have engaging in that activ- 
ity, calling on your prime contractors? 

r. Hanna. I cannot break it out in that way, sir. Each of the 
men do these various functions, depending on the circumstances exist- 
ing in the region. 

r. Toomas. What else do they do? That is two functions. 

Mr. Hanna. In connection with the certificate of competency a 
survey of the plant may be required. They would be sent out for 
that purpose. The same production specialist might be called upon 
in connection with a loan activity, for example, to investigate the 
plant to determine its capabilities and its chances for producing and 
making good on the particular loan. 

They also try to obtain other sources, and frequently by working 
with other procurement centers in the locality, Federal or otherwise, 
try to secure additional procurement for small business. 

Mr. Tuomas. If those 57, scattered throughout the United States, 
do al] that work, what do the 175 do in the District of Columbia? 

Mr. Hanna. Perhaps I can break it down generally this way, Mr. 
Thomas. One hundred fifteen out of our 210 positions that we have 
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authorized for the District of Columbia are performing centrally those 
services which are for the whole country, that is, your fiscal, your pay- 
rolling, your personnel, your legal, your information—— 

Mr. Tuomas. My goodness, you do not mean to tell me that all these 
ye in the procurement assistance are doing housekeeping work? 

Mr. Barnes. May I answer the question? <A lot of procurement 
activities are centered here in the District of Columbia, the Pentagon 
and other offices of the Government here, which do procuring. These 
specialists are not the clerical-type employee. We talked before lunch 
about the need to have experienced personnel competent to give advice 
to businessmen. 

Mr. THomas. What part of the armed services procurement? Do 

ou have an approximate breakdown of that which is performed here 
in the District of Columbia in some 40 or 50 different agencies? 

Mr. Yares. I was under the impression that the Army had decen- 
tralized most of its procurement. 

Mr. THomas. It appears you have too many chiefs and too few 
Indians. You have the Indians out in the field, 55 of them, and 175 
chiefs in the District of Columbia. 

Mr. Privures. There are certainly more than 55 employees outside 
of Washington, so I think there is an error there somewhere. 

Mr. Tuomas. He said 57 in the field a while ago—— 

Mr. Barnes. The procurement office in Washington are: The Navy 
Purchasing Office, the Bureau of Aeronautics, the Bureau of Ord- 
nance, the Bureau of Ships, the Bureau of Yards and Docks, the 
United States Marine Corps and the Naval Gun Factory. 

Mr. Tuomas. What part of your total, dollarwise, in procurement 
was, you might say, consummated here in the District of Columbia, 
as compared to the field? That is a good way of getting at it. 

Mr. Barnes. The next witness will be Mr. Arthur Wilson of the 
Office of Procurement Assistance. 

Mr. Tuomas. What part of your total effort in the way of assis- 
tance—I am sure you have it broken down some place—that you pro- 
cured out of 1953 funds, 1952 funds and 1954 funds for small busi- 
ness, blank dollars, what part of that total number was procured out 
of the District of Columbia and what part in the various procurement 
districts back in the States; if you have it? 

Mr. Wuson. I have it broken down here by each service per loca- 
tion, but I do not have the totals per location. 

Mr. Tuomas. Can you give us an approximate figure, one-half, one- 
third, one-fourth, two-thirds? 

Mr. Wusson. In 1953 the dollar volume here in the District—— 

Mr. Puturs. Is that fiscal year 1953? 

Mr. Wuson. Yes. 

Mr. Tuomas. That was by your predecessor, then ? 

Mr. Wirson. About $414 billion. 

Mr. Tuomas. What was in the field? Is that the sum total or the 
District total? You said the District total was $414 billion. What 
is it in the field? 

Mr. Wuson. I mean, Navy Purchasing Office, the Bureau of Aero- 
nautics, the Bureau of Ordnance, the Bureau of Ships, the Bureau of 
bar and Docks, the United States Marine Corps and the Naval Gun 
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Mr. Tuomas. That is all in the District of Columbia. How much 
is in the field in dollars? 

Mr. Wuson. I will have to supply that figure later. 

Mr. THomas. Can you give us a little rapid calculation? You are 
good at figures. 

Mr. Barnes. Mr. Thomas, while he is ascertaining those figures, 
could I make a short statement as to the qualifications and abilities 
that must be possessed by these people / 

Mr. Tuomas. Just as soon as I get that figure you can say anything 
you want. 

Mr. Wuson. Roughly, $28 billion. 

Mr. Tuomas. That is in the field, and $414 billion in the District 
of Columbia? 

Mr. Wuson. Those are approximate figures. 

(Note.—The exact figures are $4.9 billion in the Washington, D. C., area, and 
$25 billion in the field.) 

Mr. Tuomas. And 74%mployees in the field and 175 in the District 
of Columbia. You have the cart before the horse. 

Mr. Barnes. It may be, however, Mr. Thomas, that the procure- 
ment that is done in the field, however, is of larger units. For in- 
stance, your airframe units are not procured in Washington. The 
are procured in Dayton. You have certain of our other large ord- 
nance units, tanks and things like that of a type procurement in which 
small business cannot participate. 

Mr. Tuomas. Judge, any explanation you have of that perfect pic- 
ture of an imbalance is going to be to your credit. 

Mr. Barnes. We all know that the Air Force has its procurement 
center at Dayton, and that was dollarwise the heavy burden of pur- 
chases in 1953. 

Mr. THomas. What number of people do you have in your pro- 
curement assistance unit or units dealing with the procurement of 
what has been known in the past as scarce materials, like steel? How 
many people do you have engaged in procurement of certain materials? 

Mr. Barnes. It would be diflicult to break that down because the 
Philadelphia Navy Yard might, for instance, in one series of orders 
be dealing with wire rope or sheet steel or bolts or chain, any type 
of thing. 


PRODUCTION ASSISTANCE 


Mr. Tomas. You cerainly have some idea of how many people 


you have in the District of Columbia and how many you have in the 
field that are engaged in expediting materials, we will call it. I do 
not know what pad hh te you give it. 

Mr. Barnes. The reference that I made to people in the Materials 
and Equipment Division, which, as you say, expedites materials and 
equipment—— 

Mr. Tuomas. How many in the field, and how many in the District 
of Columbia ? 

Mr. Hanna. Three professional people in Washington and three 
clerical, a total of six. In the field there are no personnel assigned 
to that function. It is performed by the production and industrial 
specialists along with their other activities. 
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Mr. Tuomas. What are these six people here in the District of 
Columbia? What dothey do? Three of them would be stenographers 
or clerical people. What is the grade of the other three people in 
the District of Columbia ? 

Mr. Barnes. Mr. Waale, would you please answer that question ? 
Mr. Waale is in charge of that department. 

Mr. Waate. That comes under the Office of Production Assistance, 
under the Materials and Equipment Division. There are three pro- 
fessional people in this division. They are as follows: 1 GS—15, 
2 GS-13’s, and 1 administrative assistantant. 

Mr. Tuomas. What are their duties, the 13’s and the 15’s? 

Mr. Waate. The 15 is Chief of Materials and Equipment Division. 
One of the 13’s is an equipment—— 

Mr. Tuomas. What does he do? 

Mr. Waatz. The Chief supervises the operation of the Division. 

Mr. THomas. Does he have an aideatt 

Mr. Waatz. No, sir. ° 

Mr. Tuomas. What else does he supervise? United States Steel 
and other companies are crying for business. They are all crying 
for business. About a year ago they were letting somebody else cry. 
Now, they are really moaning and groaning. They are trying to se 
materials. So, what are they procuring? 

Mr. Waate. This is not under procurement. 

Mr. Tuomas. What is it? 

Mr. Waatr. Production assistance, 

Mr. Tuomas. Is that going out and belping to get materials? 

Mr. Waatr. That is correct. If any problem arises on materials, 
tax amortization, and so on, they render assistance, counseling, and 
expediting. In addition, it is the function of this division to— 

r. Tuomas. Off the record. 
(There was discussion off the record.) 
r. Waa.e. He is responsible for developing programs. 

Mr. Tuomas. What kind of programs ? , 

Mr. Waate. Materials programs. If there is anything that comes 
out of the ODM in respect to policy, or from the Department of Com- 
merce, there is the dissemination of that information to all the field 
organizations. 

Mr. Tuomas. What does ODM do now with reference to materials? 
There is no allocation. 

Mr. Barnes. May I answer that? This was the department that 
last fall went to bat for the users of nickel, which was the last one de- 
classified, and when many small businesses which were engaged in 
many types of plating activities could not get nickel. This depart- 
ment functioned to carry their arguments to proper Government 
agencies. 

Mr. Tromas. Does ODM still issue some orders and really help the 
prime contractors and subcontractors go out and get materials? 

Mr. Barnes. There are some types of materials, to my understand- 
ing, that are under surveillance. 

Mr. Tromas. They sort of keep a left-hand eye on them? 

Mr. Barnes. Another function of this department is that in various 
Government agencies there are all kinds of machine tools. There are 


si 
( 
s 
t 
a 
1 


893 


great accumulations of tools that have been loaned to colleges, been 
stored in various places. 

Mr. Tuomas. What has your agency to do with that? 

Mr. Barnes. When they are declared surplus—— 

Mr. Tuomas. If you have anything to do with that, we will get on 
General Services and let 25 out over there because they are doing the 
same thing. Over there under the stockpiling program they are doing 
that. 

Mr. Barnes. When we can obtain a list, we make the information 
available to small businesses to encourage them to purchase them and 
get them out into economic use. 

Mr. Tuomas. There are a couple of billion dollars’ worth of tools 
over there. You cannot get rid of all those, can you? General 
Services has a big bunch of them. There is the armed services that 
has a big bunch. It runs into billions of dollars. 

Mr. Barnes. I think we could state it would be the policy of this 
agency to encourage the distribution of surplus tools and equipment 
to small business. 

Mr. Tuomas. All they have to do is write General Services or write 
the armed services and they will be glad to make a sale. Judge, you 
folks want to do a good job and I am anxious that you do—I am say- 
ing this seriously now—but the budget did not do you right if they 
approved your staffing pattern. 

ou have to go through this and cut out a lot of this superduper 
stuff here. If you do not, you are going to kill the effectiveness of 
your own organization. You are prepared to do a good job and there 
is a fine purpose behind this. 


FINANCIAL ASSISTANCE 


What about your financial-assistance program? How many people 
do you have in other than the direct lending? What do you do under 
that? Iam speaking of financial assistance other than direct lending. 
You have 32 people now and you want 38 next year. How many fo 
you have in the District of Columbia and how many do you have in 
the field, and what do they do? 

Mr. Hanna. Mr. Thomas, there is some confusion. I do not know 
if I can straighten it out here or not. 

Mr. Tuomas. You can straighten me out almost anywhere you 
want to. 

Mr. Hanna. It is a confusing subject because of the manner in 
which we arrive at the number of people that are reflected in each 
activity. They are not individual bodies. If we can look at the 
number that we show here by individual office, then we can speak in 
terms of actual people. But when we talk by activity, then it repre- 
sents a distribution of everybody’s time. ale people are working 
a portion of their time in each activity. We cannot speak in terms of 
whole people in any one activity. 

Mr. Hirxins. The next page breaks it down by individual offices. 

Mr. THomas. How many do you have in the District of Columbia 
doing that type of work, and what is the type of work they do, and 
how many do you have in the field? 

Mr. Hanna. In the office of financial assistance in Washington—— 
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Mr. Tuomas. Other than direct lending? Is that housekeeping 
work, bookkeeping work, or what? 

Mr. Hanna. Other than direct lending, refers to the financial assist- 
ance given to individuals who come into the office with financial 
problems. We may help them by getting a loan from a bank, for 
example. That is other than direct 

Mr. Tuomas. Give us a good example. How many pieces of busi- 
ness did you handle, say, in the month of December, under this 
activity ? 

Mr. Rouuins. Of course, I do not think you can tie it directly to a 
specific number. 

Mr. Tomas. What can you tie it to, then? 

Mr. Rottiws. What I mean to say is that we are receiving inquiries 
for financial aid at a rate of about 900 a week throughout the United 
States. In every one of those cases, of course, we attempt to counsel 
with the people, to, if possible, put them in contact with sources of 
credit other than direct Government aid. In many cases we have 
found that through rearranging their own statements and making a 
presentation of it to the applicant’s bank the bank will go along and 
make the loan. Or we have put them in contact with sources of credit, 
such as insurance companies and other lending institutions, which 
normally they might not have contacted, and from whom they may 
be able to get assistance. , 

Mr. Tuomas. Is this the collection agency that collects the monthly 
payments and gives credit and does bookkeeping ? 

r. Roturns. No, sir. 

Mr. Tuomas. Who does that? 

Mr. Roturys. That is in the Office of the Controller. 

Mr. Hanna. The time of such people are distributed within each 
of those activities. 


OFFICE OF THE CONTROLLER 


Mr. Triomas. How many people are in the Controller’s office? 

Mr. Hanna. Thirty-three. That includes budgeting, accounting, 
and audit. 

Mr. Tuomas. How many do you have in the field ? 

Mr. Hanna. None, sir. It is centralized in Washington. We have 
done so for economy reasons, although if the loan program expands 
to any extent, we may be forced to arrange disbursing facilities in 
localized areas throughout the country. We are trying to do it cen- 
trally, if we can. 

MANAGEMENT OFFICE 


Mr. THomas. How many people do you have on your mail section? 

Mr. Monteomery. I can give you that figure. 

Mr. Tromas. This is Bob Montgomery. He knows what it is all 
about. Many of us have worked with him when he was on the 
Senate side. 

Mr. Monrcomery. We have 2 mail clerks, Mr. Thomas, and 3 
messengers. 

Mr. Priures. Under which head do they appear? 

Mr. Monteomery. Under the Records and Management Branch, 
and one mail and file supervisor. 
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Mr. Tuomas. How many employees do you have in your Division of 
Office Management ¢ 

Mr. Montcomery. Forty-three positions are provided in the budget. 

Mr. THomas. How many do you have? 

Mr. Montcomery. Forty-one. 

Mr. Tuomas. Is this your housekeeping activity? Do you do all 
the housekeeping activities for the agency ¢ 

Mr. Montcomery. Yes. The Personnel Division is there. 

Mr. Tuomas. How many personnel people do you have? 

Mr. Monteomery. Seven people on the rolls, four professional and 
three clerical. 

Mr. Tuomas. What else do you do in this Division, Mr. Mont- 
gomery, other than the messengers, mail—what else ¢ 

Mr. Monteomery. The purchase of office equipment and supplies, 
the provision of supplies throughout the country, and the operation 
of the teletype service. 

Mr. Tuomas. Do you make up payrolls in your office, or is that in 
the Controller’s office. 

Mr. Montcomery. It is in the Controller’s office. There is also in 
my i the work of handling the administrative releases, and so 
forth. 

Mr. Tuomas. Do you have a mimeograph section? 

Mr. Monvreomery. Yes. 

Mr. Tuomas. How many people are there in that ? 

Mr. Monrcomery. We have two duplicating-machine operators. 

Mr. Tuomas. What is the total number you have on your payroll, 
as of January 1, in your division? 

Mr. Monrcomery. Either 40 or 41. 

Mr. Tuomas. What are you looking for for 1955? 

Mr. Monvrcomery. Forty-three. 

Mr. Tuomas. An increase of 1 or 2? 

Mr. Montcomery. Yes, sir. 

Mr. Tuomas. Mr. Chairman, it appears that Mr. Montgomery’s sec- 
tion is in a pretty healthy condition. It is about 10 percent of the 
total setup, and some of them run as high as 15 percent. 

Mr. Putts. How is it that you are answering the questions on 
internal management, the questions as to mimeograph machines, and 
also answering the questions on a number of these specialists that you 
have in the field advising people how to run their businesses ? 

Mr. Monrcomery. I was answering the questions, Mr, Phillips, in 
regard to the specialists as to how we got them. 


DIRECT LENDING PROGRAM 


Mr. Tuomas. He just knows the answers. What about your direct 
lending? You have 159 people. How many do you have on the 
payroll for direct lending? 

fr. Hanna. I am sorry that I cannot answer it by that function. 

Mr. Tuomas. I am just going by your own budget, Mr. Budget Of- 
ficer. You and I might do it. 

Mr. Hanna. I can furnish information by office. We would have 
to go back and apply the same formula to distribute our employees 
to the individual activities. I can furnish it very readily by office. 
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Mr. Tuomas. Mr. Rollins might be able to answer that. 

Mr. Roturys. I will try. 

Mr. Tomas. Where are you from, Mr. Rollins? 

Mr. Ro.turns. The District of Columbia. In Washington we have 
eight professionals connected with the direct lending program. In 
the field, as I recall, whether all the positions are filled or not, we 
have some 70 allocated to the program, but of course in the field the 
70 are in a dual capacity, the financial specialists in the field accept 
and process loan applications and also serve in providing indirect 
financial assistance through counseling with small-business firms. 

Mr. Tuomas. 70—that is, 70 in the field and 30-——— 

Mr. Rouurns. Eight. 

Mr. Tuomas. You account for 78. What does the other crowd do? 
You have 159. 

Mr. Hanna. That includes the clerical staff. 

Mr. Rous. That is a proration of everybody in the agency. I 
am talking about the bodies in the Office of Financial Assistance. 

Mr. THomas. You have 78 specialists. What do your other people 
do? What do the other 81 do 

Mr. Rotuins. To me, I think it is a proration of a certain amount 
of time spent by people in the Office of Controller on the lending func- 
tions, a certain amount of time of people in the legal division spent 
on lending functions, the Administrator’s office time spent on lend- 
ing functions. 

r. Tuomas. You have accounted for 78 now and you have about 
81 more. How many lawyers do you have in that 81? 

Mr. Monvrcomery. May I answer that question? We just have the 
one legal staff. The breakdown, as shown here by activity, would 
absorb those lawyers into that activity. This is not an organizational 
breakdown. This is an activity breakdown. 

Mr. peel How many lawyers are you charging up against this 
activit 

Mr. Barnes. Four, if my figures are right. 

Mr. Tuomas. While Mr. Montgomery is looking it up, you have 
made 28 loans—— 

Mr. 34. 

Mr. Tuomas. 18 disaster loans. 

Mr. Rouurns. 68 disaster loans, I believe. 

Mr. Hiexins. The 18 referred to the Vicksburg area. 

Mr, TxHomas. What is the total dollar volume / 

Mr. Rouurs. $218,600 for disaster. 

Mr. Tuomas. What is the total business loans in number ? 

Mr. Rouurns. The tota! authorized is 34, for a total of two-million- 
three-hundred-and-twenty-odd-thousand dollars. 

Mr. TxHomas. 102 loans, and 159 men working on them. That is 
three-quarters of a loan a man in 4 months. 

Mr. Roxurns. We did not accept an application until October 1. 
When the applications started flowing in, they came in slow. We are 
now building up toa volume. Some 140 have been accepted so far in 
January alone. 

Mr. Tuomas. What is your total number of applications for busi- 
ness loans as of the most recent date? 
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Mr. Roturs. As of January 21, there were 375 applications for 
twenty-three-million-seven-hundred odd-thousand dollars. 

Mr. Tuomas. What is the total number of applications? 

Mr. Rouurns. 375 was the total number filed in the regional offices. 

Mr. Tuomas. That is 375 that you approved ¢ 

Mr. Rotuins. No. 

Mr. TxHomas. How many have you approved? 

Mr. Rous. To date, 34. We have declined to date 46, and 16 
of those applications which were filed have been withdrawn. 

Mr. Tuomas. It is pretty slow working. What is the average length 
of time that it takes you to approve or disapprove them ¢ 

Mr. Rouurys. I think 

Mr. Tuomas. You have 350, in round numbers, applications; and 
you have 159 or 160 people in that lending division. So you have 
2 applications for every employee over a 4-month period. 

Mr. Roturns. No, sir. That number of 100 and some—— 

Mr. Tuomas. You better do some organizing. 

Mr. Rottrys. Is not in connection with processing loan applica- 
tions. We have some 70 in the field at the present time. We have 
eight in Washington reviewing these applications. 

{r. THomas. Do they originate in the field or here? 

Mr. Roirns. In the regional office. 

Mr. Tuomas. You require that an applicant go to his regional office, 
or his local office, start it from there, and then it comes for what— 
final aproval? 

Mr. Rouurns. Final review and approval. 

Mr. Tomas. Do you ask for recommendations out of your field 
and regional offices ? 

Mr. Rotutns. Yes, sir. They have to make an investigation, pre- 
pare a report on the credit factors. 

Mr. Tuomas. What is the percentage of disagreement with your 
field and regional offices? 

Mr. Roturys. To date it has been very nominal in the percentage of 
disagreement. I would say half-dozen cases in some 80 processed. 

Mr. Tuomas. You have 8 specialists in the District of Columbia 
and 70 in the field. Does that 70 in the field include your total em- 
ployment in the field in your lending activities? 

Mr. Ronis. I am speaking directly of professionals. 

Mr. Tuomas. Do you have more than 70 in the field ? 

Mr. Roturns. A certain amount of stenographie and clerical help. 

Mr. Tuomas. What is the total employment in your district and 
regional offices? You have as of today approximately 160 people in 
that activity. Do you know the approximate number in the field and 
the approximate number in the District of Columbia? 

Mr. Roturns. I still get back to that figure again. That figure that 
you have is not actually bodies. We have a total of eight professional 

ple actually in the Office of Financial Assistance working on these 

oan applications when they come to Washington. We have a total 

of 70 financial men in the field processing applications over the whole 
country. 

The additions that go to make up this total of one hundred-and-some 
that you are speaking of are the clerical employees in the field offices, 
people in. the controller’s, the General Counsel’s Office, and other ad- 
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ministrative offices in the agency, where a portion of their time is pro- 
rated to this program. 

Mr. Tuomas. I have an attorney friend in town from Houston, Mr. 
Rex Baker, who is representing one of his clients. He came over to my 
office yesterday and he wanted to make a loan. I suggested to him he 
go back to his regional office. That was the proper advice, was it not? 

Mr. Roturns. That is correct. 

Mr. Tuomas. You do not originate any loans while they are here in 
Washington? 

Mr. Rouurns. We will be glad to talk to him here, but he must 
originate it in the field. 

Mr. Tuomas. What is the rate of interest on the loans? 

Mr. Rotiins. Direct loans, 6 percent; and on participating loans, 
the bank sets the interest rate, with a floor of 5 percent on the SBA 

ortion. 
, Mr. Tuomas. You are operating on the taxpayer’s money, but the 
theory behind this is that the interest will bail everybody out and 
you will bail out, even, over a period of years; is that not correct? 

Mr. Roiiins. In my opinion. 

Mr. Tuomas. You estimate this year you will lose $1.4 million, and 
next year you will cut it down to $900,000; is that correct ? 

Mr. Hanna. Yes, sir. 

Mr. Tuomas. Have you been in business long enough to make any 
collections yet? 

Mr. Rotiiys. I do not think we have been in business long enough 
to make any collections. 


NUMBER OF EMPLOYEES IN GS GRADES 138, 14, 15, 16, AND 17 


Mr. Tomas. Mr. Budget Officer, I wonder if you will detail for 
the record at this point the number of 17’s, the number of 16’s, the 
number of 15’s, the number of 14’s, and the number of 13’s that you 
have on the payroll now, and the number you anticipate having during 
fiscal 1955? Can you read that into the record ? 

Mr. Yares. That is in the green sheets in the justifications? 

Mr. Hanna. Yes, sir. 

Mr. Yates. The green sheets seem not to agree with your chart. 

Mr. Hanna. They do not? 

La Tuomas. Let him read them into the record at this point and we 
will see. 

Mr. Hanna. In 1954 we have 5 grade 17’s, and the same is estimated 
for 1955. We have 8 grade 16’s in 1954, and 7 estimated in 1955. 

Mr. Tuomas. That is 16’s? 

Mr. Hanna. Grade 16’s; yes, sir. 

Mr. Pututrs. Are those all you wanted ? 

Mr. Tuomas. No; 15’s, 14’s, and 13’s. 

Mr. Pups. Twenty-six and twenty-one. 

Mr. Hanna. That is in departmental. There are 26 in grade 15 in 
1954, and 21 estimated for 1955. 

In the field, there are 13 regional directors in grade 15 for 1954 and 
1955. 

Mr. Tuomas. How many is that, thirty-eight 15’s for 1954 and 1955? 

Mr. Hanna. Thirty-nine and thirty-four. 

Mr. Tuomas. That is 52. Go ahead. What about your 14’s? 


899 


Mr. Hanna. Grade 14’s in the department, 25 in 1954 and 21 in 1955, 
Mr. Tuomas. A dropback of 3! 
Mr. Hanna. Four, sir. 
‘ ae Tuomas. This is the District of Columbia. What about the 
e 
Mr. Hanna. In 1954, there are 39 and in 1955, 59. 
Mr. Pures. Are these 14’s, 39 and 59? 
Mr. Hanna. Yes, sir, in the field. 
Mr. Tuomas. What about the 13’s? 
Mr. Hanna. Grade 13’s in departmental service, 32 in 1954 and 28 
estimated for 1955. 
Mr. THomas. What about the field? 
Mr. Hanna. Eighty-five in 1954 and 85 in 1955. 


PERSONNEL INCREASES REQUESTED 


Mr. Tuomas. I notice you want an increase here of about 42 for 1955 
in the procurement assistance field. You want an increase of about 
33 or 36 in your financial assistance for 1955. In other words, you 
want in the neighborhood of an 87 increase in 1955 over 1954 in all 
your activities, y this increase in your procurement assistance field 
of some 40 employees? The armed services are cutting back their 
production orders drastically. 

Mr. Hanna. Most of that increase comes about by virtue of the 
fact that many of these employees—one thing is that we have only 
-— in _— 11 months, and this is on an annual position basis. 

econdly—— 

Mr. Tuomas. You have certainly been overstaffed for the last 4 
months. There is no question about that, is there? 

Mr. Barnes. In the procurement field they have not been over- 
staffed. Secondly, in the organization of a loan program I feel cer- 
tain that Congress wants us to have as competent and well-trained em- 
pew as is possible to find. You do not take people off the street 
and put them into a loan program and have them capable of handling 
credit requirements—— 

Mr. Tuomas. Judge, that is as fundamental as A, B,and C. Noone 
can disagree with that. 

Mr. Barnes. When they become more familiar with our policies, 
more familiar with our activities, their work will proceed faster. We 
have done everything we can do to assemble the finest group of credit 
people that has ever been together in Government. 

Mr. Tuomas. How do you get the people—off civil-service rolls, out 
of industry, or what? 

Mr. Barnes. We have gotten them off the civil-service rolls. 

Mr. TxHomas. Does the Civil Service Commission do a recruiting 
program job for you, specifically ¢ ; 

r. Barnes. No, sir. We were able to have available information 
from RFC files to learn which people had long experience, and good 
experience, and which ones had, in onling with loans over a period of 
years, been men of courage, integrity and conviction, who had never 
given in to pressure of any kind. 

Mr. Tuomas. How many of your grades from 13 through 17 are 
en aly from the Classification Act by Executive order or other- 
wise 
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_ Mr. Monvcomery. That is my problem. 

Mr. Tuomas. Do you recall the approximate number, Mr. Mont- 
gomery 

Mr. Monteomery. It seems to me it is around 15. 


(Nore.—There are 14 schedule C positions and 25 schedule A positions.) 


Mr. Puriuirs. Will you give me those figures on the 13’s in the field, 
Mr. Hanna? 
Mr. Hanna. Eighty-five. 
Mr. Puitures. Eighty-five this year and 85 next? 
Mr. Hanna. Yes. 
OFFICE SPACE 


Mr. Anprews. Where is your office located, Mr. Administrator? 
Mr. Barnes. In the Lafayette Building at Eighth and Vermont. 
Mr. Anvrews. Who is using the old RFC building. 

Mr. Barnes. That is the old RFC building. We are down on the 
fourth floor. ‘That is a financial building in which the Export-Import 
Bank is housed. FNMA is there and several other financial agencies. 

Mr. Anvrews. Is that across the street from the Veterans’ Adminis- 
tration 

Mr. Barnes. Yes, sir. 

Mr. Anprews. What other agencies are in that building? 

Mr. Barnes. The Export-Import Bank. 

we Awnprews. How long have they been there, and when did they 
move 

Mr. Hrexrns. They were there when we moved in. I do not know 
how long they have been there. 

Mr. Barnes. I do not know the time that the other people have been 
in the building. 

Mr. Anprews. Is the building completely occupied now ? 

Mr. Barnes. Yes, sir. 

Mr. Anprews. How muclrdoes RFC use? 

Mr. Barnes. They have part of the two top floors, I believe. 

Mr. Hirxrns. As I recall it, there are 14 separate agencies in the 
building at the moment. 

Mr. Anprews. SDPA was housed down in the old Washington Post 
Building, was it not? 

Mr. Barnes. Yes, sir. 

Mr. Anprews. Did the Government buy that building? 

Mr. Barnes. No, sir. I have seen a “for lease” sign on the building. 

Mr. Anprews. Did not the Public Buildings Administration spend 
a lot of money on that building remodeling or cleaning it up for the 
Small Defense Plants Administration ¢ 

Mr. Hiexrns. They could not have spent very much in there, not 
from the looks of it. They had a lease on that building which expired 
the 1st of December. They wanted to give up the lease. That was 
one of the reasons for moving us out of the building. They have since 
given up the lease and it is back in private hands. 

Mr. Anprews. The Government does not own it? 

Mr. Barnes. No; it is my understanding they do not. 
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TRAVEL 


Mr. Anprews. I notice you want $245,700 for travel for fiscal 1955, 
which is an increase of $58,500 over 1954. Why do you need so much 
money for traveling ? 

Mr. Barnes. The regional offices are sometimes located 200 or 300 
miles from the perimeter of the region. It may be necessary to travel 
to the various cities throughout the region to ascertain credit infor- 
mation or to make a survey of a plant, or do the other functions that 
are performed in the field. 

r. Anprews. You state you want travel for Washington office 
employees, regional directors, regional and branch financial special- 
ists, regional and branch office production and industrial specialists 
and procurement representatives. You estimate that your Washing- 
ton office employees will travel 100 days per month, for a total of 1,200 
travel-days at $28 per day, for a total of $33,600. 

Mr. Hanna. Yes, sir. 

Mr, Anprews. Who is going to do that traveling out of your Wash- 
ington offices? Where will they go? 

r. Hanna. There will be employees out of each of the program- 
ing offices. Travel will be necessitated to each of the regions at 
different times during the year, both for the purpose of supervision 
and to help them with spot problems. 

In addition, you will have travel by the audit staff, by the compli- 
ance and security employees. 

Mr. Anprews. You want them to travel 100 days a month? 

Mr. Hanna. This, sir, is based largely on the experience of the 
SDPA, and represents a cutback from the travel that was formerly 
performed by them. 

Mr. Anvrews. You had $186,000 for 1954 travel. How much do 
you have to date in that travel fund? 

Mr. Hanna. The obligation as of December 31 for travel was 
$58,000. Out of the $186,000 estimated, it was $58,000. It leaves 
$128,000 approximately. 

Rai a Do you expect to have any of that the first of July 
this year 

Mr. Hanna. I cannot say, sir, until we complete an analysis which 
we are working on at the present time. e anticipate a greater 
saving than the $50,000 indicated in the budget. 

Mr. Anprews. It looks to me, Mr. Controller, that that is a lot of 
Capel, 1200 days, for Washington employees. 

Mr. Hanna. That is an average of 100 a month. 

Mr. Anvrews. The regional is 780 days at $23 a day. 

Mr. Hanna. That is an average of 4 travel-days per month for 
each of the financial and industrial production specialists. That is 
in connection with the followup vl investigation on specific loan 
applications, in trips to individual plants to help them on production 
and other problems, for examination in connection with certificates 
of competence, and for other purposes. 

Mr. Anprews. Here are the items for regional and branch-office 
specialists. You say the statement has been computed on the basis of 
4 days per month for each of the 78 financial specialists, for a total 
of 3,744 travel days at $23 per day, a total of $86,100. 

Mr. Puiuies. at page is that? 
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Mr. Anprews. Page 56. Is that not a lot of travel for those 
specialists ? 

Mr. Hanna. No; at least, it was not our belief that it was. If the 
examination is going to be made and an inspection is going to be 
made of these saints in connection with their application, a visit is 
going to be required in most cases to the plant, or visits to the appli- 
cant in order to check with the bank and his creditor and suppliers, 
as well as perhaps with the firm itself. 

Mr. Anvrews. How many applicants do you estimate you will 
have in 1955? 

Mr. Hanna. 2,800. 

Mr. Anprews. How many have you had to date? 

Mr. Hanna. 375, I believe. 

Mr. Anprews. You estimate you will have 2,800 applications? 

Mr. Hanna. That is the estimate. 

Mr. Anprews. Here you have 3,744 travel-days. That is nearly a 
thousand more for trips than you have applications. 

Mr. Hanna. There are two factors in there. You are assuming, first, 
that in each case travel can be completed in 1 day; secondly, there 
will be a responsibility for administration and followup on loans 
which have previously been made. 

Mr. Anprews. Why could you not make several inspections on one 
trip in relation to these specialists? 

fr. Hanna. I am sure it is planned that it will be done if at all 
possible. This may not be 1 day now and a day next week. 

Mr. Anprews. As to regional and branch office financial specialists, 
you want $98,300 for 89 of them to travel a total of 4,272 days at a 
cost of $23 per day. 

Mr. Hanna. Again, sir, that is on an average of 4 days’ travel per 
month for the various services that they will be performing with 
individual small businesses. 

Mr. ANprews. For procurement representatives you want 35 of 
them to travel 420 days. 

Mr. Hanna. An average of 1 day per month. Some of them will 
not travel at all, perhaps. 

Mr. Anprews. Are these men in the regional or central office, the 
procurement representatives ? 

Mr. Hanna. They are shown separately in our estimate. We 
showed 55 positions for procurement centers. 

Mr. Anvrews. As to the 400-—— 

Mr. Hanna. Twenty are stenographic and clerical, 35 are the screen- 
ing representatives which will be located in the procurement centers. 


NUMBER AND AMOUNT OF BUSINESS LOAN APPLICATIONS BY REGIONS 


Mr. Anprews. How many applications have you had filed in Atlanta 
and how many loans have you approv: 

Mr. Yates. May we have that with respect to each of the regional 
offices, Mr. Chairman ? 

Mr. Putas. That is satisfactory. Will you see that we get that? 

(The information requested follows :) 
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Mr. Rotuys. I do not have the number filed ; I only have the number 
approved. 
r. Anprews. How many ? 

Mr. Rous. Six out of the Atlanta regional office. 

Mr. Anprews. That is part of your 38 total that you approved of 
your business loans ¢ 

Mr. Rotutns. Thirty-four. 

Mr. Anprews. What about those disaster loans at Vicksburg? Did 
they not go through Atlanta? 

Mr. Rottrns. I was just relating it to business loans. 

Mr. Anprews. What about this rate of bankruptcies that I see is 
going up and up each week ? 

Mr. Asets. The number of commercial failures in 1953 is higher 
than in 1952, but it is still considerably lower than the annual average 
for the first half of this century, far below it. It still is not a very 
alarming rate. 

Mr. ANprews. Except to the man who goes in bankruptcy. 

Mr. Administrator, is there anything you can do about a man who 
is on the brink of bankruptcy ? 

Mr. Puuies. What put him on the verge of bankruptcy ? 

Mr. Anprews. Many things. 

Mr. Yares. The election. 

Mr. Anprews. Lack of money, lack of business. 


LOAN POLICY 


Mr. Barnes. Congress wrote into the Small Business Act that our 
loans should be secured or sound, with reasonable assurance of re- 
payment. 

r. Anprews. You have to have collateral and you have to have 
an earning record ¢ 

Mr. Barnes. He has to show enough managerial ability to indicate 
repayment of the loan. I have had no indication and cannot find 
it in the law myself that we should make any loan that is unsound and 
that we do not believe will be repaid. We have credit criteria which 
are set forth in the public statement which I gave you here, which is 
our interpretation of what we think Congress meant by that state- 
ment. 

I do not know that there would be anything we could do for a 

rson that was on the verge of bankruptcy unless it would be 
Enancial advice that would lead to a reorganization or reference to 
some kind of Government contract that would enable them to get on 
their feet again. 

Mr. Anprews. It is awfully hard for a business to get a loan from 
your agency. 

Mr. Barnes. It is easier to get a loan from our agency than it is 
from private banking institutions, because we are not bound by the 
State laws and regulations which they must observe. . 

Mr. Anprews. Before he can get a loan he has to have collateral. 

Mr. Yates. That is an amazing statement, Mr. Administrator, be- 
cause he cannot get a loan from your agency before he has been 
turned down bya bank. Obviously, it has to be easier. 

Mr. Barnes. It isa matter of degree. He said that it was hard to get 
aloan from us. It is a matter of degree, keeping in mind that we must 
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make a sound loan and that the loans have been screened by the best 
private lenders in the country before they come to us; we have a dif- 
cult task, creditwise. 

Mr. Puriures. How many loans are sent by bankers to you? 

Mr. Barnes. On the basis of the loans we have made—— 

Mr. Rotiins. What we have considered in Washington so far, I 
assume you mean, in anticipation of —— 

Mr. Puiues. Not necessarily. People go to a bank and cannot 
get a loan. So the banker sends him to you, or perhaps writes a letter 
and sends him to you. 

Mr. Rouurns. I cannot answer any specific number. But every 
applicant is required to go to his bank first. The banks have been 
made aware of our lending program. So, naturally, I would assume 
that many banks send applicants to us. 

Mr. Yates. Mr. Administrator, will you read into the record at 
this point the section of the act which sets forth the congressional 
criteria for permitting you to make loans? You stated that Congress 
established certain standards for you to make loans. Off the record. 

(There was discussion off the record.) 

Mr. Barnes. I am reading from section 207 of Public Law 163, 83d 
Congress, 1st session : 


The Administration is empowered — 

(a) to make loans to enable small-business concerns to finance plant con- 
struction, conversion, or expansion, including the acquisition of land; or to 
finance the acquisition of equipment, facilities, machinery, supplies, or 
materials; or to supply such concerns with working capital to be used in 
the manufacture of articles, equipment, supplies, or materials for war, 


defense, or essential civilian production or as may be necessary to insure 
a well-balanced national economy; and such loans may be made or effected 
either directly or in cooperation with banks or other lending institutions 
through agreements to participate on an immediate or deferred basis: 
Provided, however, That the foregoing powers shall be subject to the 
following restrictions and limitations: 

(1) No financial assistance shall be extended pursuant to (a) above 
unless the financial assistance applied for is not otherwise available on 
reasonable terms and all loans made shall be of such sound value or so 
secured as reasonably to assure repayment; no immediate participation 
may be purchased unless it is shown that a deferred participation is not 
available; and no loan may be made unless it is shown that a participa- 
tion is not available; 

(2) No loan shall be extended pursuant to (a) above if the total 
amount outstanding and committed (by participation or otherwise) to 
the borrower from the revolving fund established by this title would 
exceed $150,000, and no loan, including renewals or extensions thereof, 
may be made for a period or periods exceeding ten years, except that 
any loan made for the purpose of constructing industrial facilities may 
have a maturity of ten years plus such additional period as is estimated 
may be required to complete such construction : 

(3) In agreements to participate in loans on a deferred basis, such par- 
ticipations by the Administration shall not be in excess of 90 per centum 
of the balance of the loan outstanding at the time of disbursement. 


Mr. Yates. What are the other criteria that you take into considera- 
tion in granting a loan? Are they contained in the statement of 
policy that was placed in the record earlier? 

Mr. Barnes. Yes, sir, at the bottom of page 1. 

Mr. Yares. I did not hear all of your qualifications. What experi- 
ence have you had in the field of small business ? 
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BACKGROUND OF MR. BARNES 


_Mr. Barnes. I had, first, as a counsel for Douglas Aircraft, super- 
vision of purchasing and subcontractors, which involved many hun- 
dreds of small businesses and their contracts. I have, myself, engaged 
in the drilling business. I have had a home-building concern. I have 
had an industrial realty concern. 

As an attorney, I have represented savings and loan institutions 
and other lending institutions. Every member of my family has been 
so engaged. I have taken part in the closing of some 1,800 to 2,000 
loans in the immediate 4 years before I came to Washington. 

Mr. Yarrs. What do you mean by the statement that your family 
is in the business also; that they are affiliated with banks? 

poe Barnes. Either banks or savings and loan institutions. It just 
so happens. 

Mr. Yates. What about the three Deputy Administrators, have they 
all had experience in the field of small business? 

Mr. Barnes. I believe they recited their experience in the record. 

Mr. Hirxins. There are only two. 

Mr. Yates. The two that are serving, have they had experience in 
the field of small business ? 

Mr. Hirxrs. I have been in the Government service in various 
capacities for about 3514 years. 

r. Yates. Did the other gentleman place his qualifications in the 
record this morning 

Mr. Hipxrins. No; he did not. 

Mr. Barnes. This is Mr. Engles, Deputy in Charge of Loans. 


BACKGROUND OF MR. ENGLES 


Mr. Enotes. I was with RFC for about 20 years just prior to com- 
ing to the Small Business Administration in their Office of Loans. 
Before that I was in the banking business in Macon, Ga. 

Mr. Yates. As I understand it, there is going to be placed in the 
record a statement of the application for loans and the number of 
loans made for each of your offices throughout the country. As of 
what time will you have started your applications, as of December 1 
or as of November 1? When did you actually start in the business o 
making loans? 

Mr. Ro.iiNs. We accepted the first application on October 1. Our 
first loan was approved on November 13. I would like to read for 
the record the increase by month. In October, we had accepted 36 
applications; in November, we had accepted 68. 

Mr. Yares. When you say “accepted applications,” does this mean 
that you gave loans? 

Mr. Rotuins. No, I mean the applications were filed in the regional 
office for loans. 

LOAN POLICY 


Mr. Yares. As a member of the Select Committee on Small Busi- 
ness, I know that at our hearing in Chicago we learned that there 
were over 1,100 inquiries for making loans, and yet most of those 
people were turned away because the original statement of policy 
prevented the granting of a loan to any business that was not essential 


t 
I 
] 

| 

| 


907 


to the civilian economy or engaged in defense of one type or another. 
Apparently, even now there has not yet been a significant change 
from that policy. 

At that time there were only 4 or 6 applications, I think, that had 
been accepted, and not one had been approved. 

Mr. Routurns. Our first loan was actually approved on November 
13. 
Mr. Puiturres. When you say “accepted,” to clarify Mr. Yates ques- 
tion, you may have had a thousand applications but you had pre- 
liminary talks and you only accepted so many of them? 

Mr. Rouurws. They are not applications, sir; these 1,000. 

Mr. Inquiries? 

Mr. Rotts. They inquired for loans. 

Mr. Puuitiies. You decided a certain number of those should be 
prepared in a sufficiently formal way to become an application ¢ 

Mr. Roturns. At that time many of them were ineligible under 
this policy statement. 

Mr. Puiiurrs, Do you understand it that way, Mr. Yates. 

Mr. Yares. Yes, sir, I do, because there were so few businesses that 
qualified, or could qualify, for a loan at that time. They had to be 
engaged in defense or be a part of essential civilian economy. I 
remember one young man who came in, a veteran, a major during the 
war. He had been the manager of a farm product storage ware- 
house. He wanted to build his own warehouse at Decatur, Il. 

For some reason, the Small Business Administration, in spite of the 
fact that farmers all over the country were shouting for storage space, 
turned down his application. He could not get one from an insurance 
company or bank because it is a single-purpose business, and yet for 
some reason the Administrator at that time, and I do not think you were 
administrator at that time, Mr. Barnes, decided that the construction 
of a grain storage warehouse was not essential to the civilian economy. 

Mr. Barnes. Mr. Yates, this is not meant argumentatively, but if 
you will reread that section, 207 (a), you can see there is reasonable 
ground for people to differ as to its meaning. 

I think that in all sincerity, the Loan Policy Board believed at the 
start that this section set up a preference or priority in the granting 
of loans. Upon further study, and because there were inquiries, they 
clarified their first position by believing that the area of eligibility 
should be extended. Unquestionably, at the start there were many 
inquiries from people who would not have been eligible under any 
statement or any loan criteria. They were people who had perhaps 
been turned down by RFC and would not be eligible under our present 
loan policy statement. 

Mr. Yares. You talk about a reappraisal of policy. As a matter 
of fact, there was a complete reversal of policy. The previous policy 
was one which eliminated the possibility of a loan. The policy that 
was made subsequently opened the door a little; it said you could now 
make loans. 

Referring your attention to page 56 of the justification, in paragraph 
1, will you tell us what that first sentence means? 

Mr. Puimurrs. “It is anticipated,” and so forth? 

Mr. Yares. Yes. It states: 


The policy of turning back to the local communities the responsibility for 
settling their economic problems. 
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Are you saying that there is no longer any need for the Small 
Business Administration Act? 

Mr. Hanna. What page is that? 

Mr. Pumuies. Page 56. It is actually the end of the sentence. 

Mr. Barnes. The reference to that was merely to the organization of 
development credit corporations, that that actitvity should be encour- 
aged on the part of the States and municipalities with a view toward 
an eventual decrease in necessity for Government lending. 

Mr. Yares. What is the attitude of the Small Business Administra- 
tion? Is it that there should be no loans by the Government at all? 
Let’s find out what the policy is now. 

Mr. Barnes. A declaration of policy was, as I stated this morning, 
that we will to the best of our ability and with all the competence and 
integrity that we can assemble carry out the missions that are assigned 
us under the Small Business Act by Congress. 

Mr. Prius. You have the Small Business Act which your com- 
mittee brought up. You have their statement of policy. You have 
certain limitations which you wrote into the act. This is a question 
onmy part. These limitations in the act limited them to certam types 
of loan, or those sure of reimbursement, and then there are certain 
limitations placed upon them by the Appropriations Committee in the 
amount of money they could loan. Do you think that is right? 

Mr. Yates. I think your explanation is all right, Mr. Chairman, but 
certainly there may be a rigid interpretation of a statement of policy, 
or a lenient one. 

Is there not a need now for loans to small business in the country? 

Mr. Barnes. May I answer part of the question before he begins? 

Mr. Yates. Of course you may. 

Mr. Barnes. Since November 16, any small business could apply for 
a loan in any of our offices, except those that were excluded, and I 
read those exclusions this morning. So the policy to which you re- 
ferred as being in existence from September 16 to November 16 no 
longer represents the poli¢y of the ney, and there has been no 
effort on our part to do anything but fa it possible for any business- 
man that wished to file application for a loan to do so under the 
procedure set forth in the law. 

Mr. Since when? 

Mr. Barnes. Since November 16. 

Mr. Putixies. That is the day of the second policy statement, which 
has been put in the record ? 

Mr. Barnes. Yes, Loans are not made by people coming in the 
first time and taking an application and filing it. As is true of a 
bank, an inquiry is made, the borrower then returns usually and con- 
sults with his accountant and gets his books in order and prepares the 
data on which he bases his application. 

We have had countless inquiries since November 16, and earlier, 
and have been ready, willing, and able to accept any application since 
November 16. 

INTEREST RATE ON LOANS 


Mr. Yares. Why has the interest been set at 6 percent? 

Mr. Barnes. That was a policy matter. We reviewed the interest 
rates from one end of the country to the other, as set forth in the 
Federal Reserve reports. 


909 


Mr. Yates. Is that not a deterrent to making loans? 

Mr. Barnes. At 6 percent? 

Mr. Yates. Yes. 

Mr. Barnes. On a business loan, most businessmen do not distin- 
guish between 5 percent or 8 percent. It varies from one area of the 
country to the other. What is normal in New England is not at all 
normal in Texas. 

Mr. Yates. Does that not strengthen my argument? Why do you 
establish a minimum of 6 percent all over the country without excep- 
tion in your policy statement ? 

Mr. Barnes. It is not a minimum, sir. That is the rate that is 
established countrywide for direct loans made by the Government. 

Mr. Yates. Then if interest varies from region to region, why do 
you make a uniform rate throughout the country ¢ 

Mr. Barnes. We thought that all the people who apply should be 
grantor equal rights in their application, if the loan is to be a direct 
oan. 

Mr. Yates. Are there any regions in the country where the interest 
rate is more than 6 percent in the normal rate of business? 

Mr. Barnes. Yes, sir. In Texas, the normal rate of interest is T 
percent. In certain types of loans, where you have receivables which 
require a lot of servicing by the lending institution, they may charge 
more on the short-term loans. 

We have in one instance made a loan in excess of 7 percent which 
was a short-term loan, and the participating bank said that to make 
- ne RY would have to charge a certain rate of interest to justify 
the work. 

Mr. Yates. Are there not many sections of the country where banks 
charge less than 6 percent? 

Mr. Barnes. In the areas of the country in which—— 

Mr. Pures. On collateral loans. 

Mr. Yates. That is what I am trying to bring out. I do not see 
any sense in having an inflexible, fixed, 6-percent interest charge. I 
think it varies from place to place in the country. In Chicago, I 
know certain business concerns are paying 414, 5, or 514 percent on 
their loans. Why should the Government charge 6 percent? 

Mr. Putuirs. They are not getting that same kind of loan. 

Mr. Yates. But, Mr. Chairman, you are strengthening my argu- 
ment. I say there should not be a rigid policy of 6 percent throughout 
the country on all types of loans, no matter what the concern is; is that 
not true? Is that correct, Mr. Administrator? Is my interpretation 
a correct one, or is it an erroneous one? 

Mr. Barnes. Of course, that is a matter of opinion. I think it is an 
erroneous one, because in the areas of the country where capital has 
accumulated over a long period of time, in New England we will say, 
money is cheap, and loans can be obtained at 514 and 514 percent, and 
the same loan in other areas of the country would bring a higher rate. 
That is what our studies indicate. 

Mr. Yates. Therefore, why do you fix a rigid rate of 6 percent, then? 

Mr. Barnes. That is done in direct loans to encourage, in my opin- 
ion, and I think in the opinion of the loan policy board, individuals to 
seek their private banks first. If they can get a cheaper rate of interest 
from their private bank they will go there first. I think the Govern- 
ment heute encourage this procedure. 

41872—54—pt. 158 
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Mr. Yates. But they have to go there anyway, because they cannot 

get a loan from SBA until they do go to their own bank and are turned 
own. 

Mr. Barnes. But they may go to their bank and ask for a refusal 
of their loan, not make a sincere and honest effort to obtain a loan. 

Mr. Yares. I think that is farfetched. If that were true, why have 
a requirement to go to their bank at all? I do not agree with that 
statement. Earlier there was testimony to the effect that the appor- 
tionment of procurement by the Department of Defense last year— 
I think Mr. Wilson testified to this—was $414 billion in Washington 
to $281, billion in the field. 

Mr. Witson. Approximately. I have the figures here, but I do not 
have the totals in the way that Mr. Thomas wanted. 


SMALL BUSINESS’ SHARE OF DEFENSE PROCUREMENT 


Mr. Yates. Somewhere in this justification I read the statement 
that the proper role for a small-business man is a subcontractor to the 
prime contractor. Is that right? 

Mr. Puuuirs. I think the word was “with,” that their function is to 
work with the subcontractor, to try to get business from the prime 
contractor. 

Mr. Yares. To obtain the business for the small-business man as a 
subcontractor ¢ 

Mr. Putuuies. I so understand it. 

Mr. Yares. Is that correct? In your justifications you stated that 
one of the principal functions of the Small Business Administration 
was to assist the small-business man to obtain business as a subcon- 
tractor from larger concerns who were contractors; is that correct? 

Mr. Barnes. That is correct. 

Mr. Yares. Is this function not more expeditiously performed in 
the field than in Washington? Are not the prime contractors located 
in the field? 

Mr. Barnes, That is correct. That is just one of the functions. We 
should also try to see that as much as possible of the prime contracts 
which are suitable for manufacture by small business goes to small 
business. 

I believe some of the figures we gave indicated that of the amounts 
of procurement which were suitable, a rather substantial percent had 
actually gone to small business. Those are prime contracts alone. 
Those are not subcontracts. 

Mr. Yares. Let me understand the figure that he gave. This ratio 
of $414 billion to $2814 billion was the ratio of pa ak contracts in 
the District of Columbia to the defense contracts let in the field, was 
it not? That was not intended to give any information as to the 
amount of this business going to small business and going to large busi- 
ness? This was just a proportion as to the District of Columbia and 
in the field. What about the figures which will show the portion that 
went to small business out of the District of Columbia allotment, and 
that portion that went to small business in the field? 

Mr. Witson. I do not have it broken down in the manner requested. 
However, small business received 16.1 percent of the total defense pro- 
curement in the fiscal year 1953. 


ti 
I 
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Mr. Yates. Mr. Administrator, if the Small Business Administra- 
tion were closed tomorrow, could local communities solve the economic 
problems of small business ¢ 

Mr. Barnes. That is a matter of opinion. 

Mr. Yares. I am asking for your opinion. 

Mr. Barnes. We will follow Congress’ own finding in that matter. 
It is my opinion that there are certain fields in which the Government 
can render a very real assistance to small business. 

Mr. Yates. What are those fields? 


GOVERNMENT ASSISTANCE TO SMALL BUSINESS 


Mr. Barnes. It is clear, to the extent that we have made loans, that 
I have signed authorizations, that at least in those cases financial 
assistance was needed. I am sure that small business cannot obtain 
its share of Government procurement without a militant, vigorous 
agency representing its interests. I feel that there are other areas 
where small business is at a competitive disadvantage, that assistance 
from the Government is a real and worthwhile thing in the field of 
research, spreading that information, and disseminating information 
on managerial techniques, and so on. 

Mr. Yates. This morning I requested a statement of the nature of 
the loans that were made. Do you have that, Mr. Rollins? 

Mr. Rouirns. I do not have them on all of it, sir. 

Mr. Yates. You have made 34 loans? 

Mr. Routrns. Yes, sir. 

Mr. Yates. Each of the loans, I am sure, is different. Can you, for 
——. give us with respect to a number of them the terms of the 

oans 

Mr. Barnes. Would you prefer to put it in the record? He has it 
right there. 

‘Mr. Yates. You have an itemization of it? 

Mr. Rouurns. I have here, sir, what we have been doing for the past 
two weeks. 

Mr. Puitures. If that is satisfactory, Mr. Yates, let him put a list 
in the record without giving the names. 

Mr. Jonas. You could give it as loan No. 1 was a loan to blank com- 
pany, to build a warehouse. 

Mr. Puttres. I think your statement should show how many of 
those had any relation to the defense production. That was appar- 
ently emphasized by the committee in writing the bill. 

r. Jonas. Show how many are participating loans. 
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Business loans approved through Jan. 21, 1954 


Bank 
Primary purpose Amount ma Defense aspects 
pation 


Subcontractor on defense con- 
tracts. 


building constructio 
Payoff accounts payable—trad 
Weekes capital 


BS 


Defense contracts. 
Conservation of minerals, 


one. 
Defense subcontracts. 


Do 
Retire liens on land and buildings_____- 
capital 
0 


None. 
Do 


Do. 
Defense contracts. 
...| Defense subcontract. 
.| None. 


ast 


Do. 
Defense contract. 


35 


Defense subcontracts. 
Purchase equipment None. 
Purchase land and building 
Purchase equipment 
capital 
do 


Do 
Retire balance RFC loan and working 


S 8S 


.| Defense subcontract. 
None. 
Storage of essential commodity. 


hel 
grain elevator. 
Partial construction cost of new plant__ 


Approximately 334% percent of 
ucts sold to various 
ranches of military service. 
None. 
Storage of essential commodity. 


Defense subcontracts. 
contracts. 


Do, 


Note held by bank and working capital. 
Partial construction cost of bushel 


wan elevator. 
orking capital 
Construct new plant 
Working capi 
Total, 34 at 2, 323, 900 


53 


PUBLICATIONS WRITER 


Mr. Yares. Let us turn to page 74 of the justifications, the so-called 
green sheets. Under GS-13, there is a position known as “Technical 
pubications writer.” What is that? 

Mr. Barnes. We prepare a managerial and technical aids item 
which is published in the form of a one-leaf pamphlet, which pertains 
to various aspects of small business. 

Mr. Yarrs. Are these like the booklets? 

Mr. Barnes. I have a checklist here which I will put into the record. 

Mr. Yates. Are these like the booklets that are published by the 
Department of Commerce? 

r. Barnes. Yes, but there is no duplication of the service. 

Mr. Yates. These are additional works? ; 

Mr. Barnes. Yes, sir. 

Mr. Yates. May that go in the record? 

Mr. Putuuirs. Yes. 


i 
Percent 

Working | None | 3 
Do. 10 | 1 year____.___| Defense contract. § 
10 | 5 years_..__.| None. 
50 | 3 years_____ 
None | 1 year_____. 
10 | 3 years.___. 
Partial cost of 25 | 8 years. 
wens None | 4 years, 3 
months. 
years._.__- 
36 | 6 years... ___| | | 
30 | 8 years..._- 
50 | 5 years..__. 
Do None | 1 year.___.- 
Construction and erection costs of coal- 10 | 34% years... % 
washing plant. 4 
Working None | 7 years...__. 
| None | 1 year, 8 
months. 
None | 2years......| Defense contracts. 5 
capital. 
25 | 5 years. 
10 | 5 years... 
im None | 10 years..... 
50 | 5 years. 
17 | 5% years.__- 
10 | 2 years. 
None | 1 | 
15 | 10 years_-_... | 
None | 74 
| 
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i MANAGEMENT AND TECHNICAL Alps IssuED By SBA 


& MANAGEMENT AIDS FOR SMALL BUSINESS 


. How Small Plants Can Sell to the Federal Government. 
Adequate Production Control. 
Reducing Accident Costs in Small Industrial Plants. 
Business Insurance—lI. 
Reducing Accident Costs Through Safe Working Conditions. 
Is Your Labor Turnover Cost Too High? 
. Reducing Accident Costs by Use of Safety Committees. 
. Incentive Techniques for Use in Small Businesses. 
. How the Small Plant Can Analyze Old and New Markets. 
10. Saving Manpower in Industry. 
11. Minimizing the Cost of Breaking in New Personnel. 
12. Reducing Accident Costs Through Reports and Records. 
13. Small Plant Health and Medical Programs. 
14. Subcontracting for Small Plants. 
15. Business Insurance—II 
: 16 Methods Engineering for the Small Plant. 
& 17. How Walsh-Healey Public Contracts Act Affects Government Supply Con- 
tractors. 
‘ 18. Changes in Organization Responsibilities as a Plant Grows. 
: 19. Two Dozen Ideas for Effective Administration. 
& 20. Reducing Accident Costs Through Safe Work Methods. 
21. Business Insurance—III. 
22. Developing Foremen in Smaller Plants. 
23. Budgeting in the Small Plant. 
. Improving Shipping Room Operations in Small Plants. 
25. Improving Maintenance Operations in Small Plants. 
26. How Management Consultants Help Small Manufacturers. 
27. Reducing Accident Costs Through Selling Safety to Supervisors and 
Workers. 
28. Business Insurance—lV. 
29. Analyzing Your Government Contract. 
30. Employee Selection and Placement Methods for Small Plants. 
31. Packaging Pointers for Government Contractors. 
32. How Trade Associations Help Small Manufacturers. 
33. Borrowing Money From Your Bank. 
34. Depreciation, Deterioration, and Obsolescence. 
35. Materials Control for Small Plants. 
36. Sound Pricing Policy in Bidding on Government Contracts. 
37. Figuring and Using Break-Even Points. 
38. How Advertising Agencies Serve Small Businesses. 
39. How To Choose Your Banker Wisely. 
40. Pitfalls in Estimating Your Manufacturing Costs. 
41. How the United States Employment Service Helps Small Businesses (after 
January 19). 
42. Getting Your Product on a Qualified Products List (after February 2). 


ho 


- TECHNICAL AIDS FOR SMALL BUSINESS 


. Proper Alignment of Machine Tools. 

. Sharpening of Drills, Lathe Tools, and Milling Cutters. 

. Care and Maintenance of Belt, Chain, and Gear Drives. 
Sharpening Certain Metal Cutting Tools Used in Machine Shops. 
Precision Measurement of Workpieces. 

. Selecting the Right Tool Steel. 

Machining Aluminum—I, 

. Metallizing. 

. Machining Plastics—I. 

10. Machining Aluminum—II. 

11. Machining Plastics—II. 

12. Machining, Repairing, and Heat Treating Cast Iron Workpieces. 
13. Cutting Oils and Coolants. 


WP 


fe 
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. Corrosion in Machine Shops—Causes and Prevention. 
. Machining Brass and Bronze Workpieces. 
. Machining Magnesium Alloy Workpieces. 
. Taps and Dies. 
8. Surface Cleaning Techniques. 
. Care and Maintenance of Grinding Wheels. 
. Maintenance of Power Hand Tools. 
. Surface Finishing Techniques—I. 
. Surface Finishing Techniques—II. 
. Titanium. 
. Surface Finishing Techniques—III. 
. Lengthening Tool Life. 
. How To Select the Right Grinding Wheel. 
. Gaging Tolerances in Machine Shops. 
. Economies of Lubrication. 
. Inventions: Government-Owned; Government-Licensed; and Registered 
for License or Sale. 
30. Fire Prevention in Small Business. 
81. Radioisotopes and Small Business (after January 19). 


To receive any of the foregoing aids, place a check mark in front of the aid 
number ; 


Mr. Hanna. We have samples of the various publications which 
we will be glad to leave with the committee, if you like. 

Mr. Yares. This is the so-called technical publications writer. 
You have a person who writes this material? 

Mr. Pxitiims. Compiles is a better word. 


Mr. Barnes. It is usually written by outstanding people in industry. 

Mr. Yares. What you have is a compilation ? 

Mr. Barnes. Yes, sir. 

Mr. Pxucurres. In order to give him one grade higher under civil 
service you gave him a title and called him a writer? 

Mr. Barnes. I think he writes, too. 

Mr. Yates. On page 75, under GS-11, you have a title, “Informa- 


tion specialist.” 
organization. 

r. Hanna. That is right. He writes press releases. He helped 
to write the publication on loans, on development credit corporations, 
ete. 

Mr. Yates. Then under GS-11, on the next page, you have another 
ublications writer. Is that an assistant to your person who was a 
78-12% You have them under all ranks. You have a technical 

publications writer under GS-13, under GS-12, and one under GS-11. 

Mr. Hanna. They are all engaged in the same general activity. 

Mr. Montcomery. Except your technical people should be sep- 
arated from your regular Na that handle press releases, and so on. 
One job is of a pom ror a information nature and the other one is 
public information. 

Mr. Yates. What does the Director of the rating Offices do that 
the Administrator does not do, or does that »puty. Administrators 
do not do? Is the Director responsible for the Administrator, to the 
Deputy Administrators? What is his office? 

Mr. Montcomery. What office is that? 


just wonder if it is a publicity man for the 


|_| 
To receive new aids as published, check below and return to address at top of 
first page. 
[] Management aids 
C) Technical aids 
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Mr. Yates. The Office of the Financial Assistant. 

Mr. Montcomery. He reports to the Deputy Administrator. 

Mr. Yares. All the Directors report to the Administrator, do they 
not? 

Mr. Montcomery. To the Deputy for Washington Operations. 
That is Mr. Hipkins. 

Mr. Yares. Is the Director of the Office of Financial Assistance a 
more important person than the Director of the Office of Procurement 
Assistance, for example? 

Mr. Barnes. They are both present; Mr. Rollins and Mr. Wilson. 

Mr. Yates. Why is one an 18 and one a 17? 

Mr. Barnes. The financial grades have usually drawn a higher 

rade. 
. Mr. Monteomery. We describe our jobs and set forth very carefully 
what the man is supposed to be doing. We submit that information 
to the Civil Service Commission and they approve every grade over 
the grade 15 level. 

Mr. Puuutes. Mr. Rollins is lending money, and the other man is 
writing material, and the latter gets the higher grade, the second man, 
or is it the other way around ? 

Mr. Montcomery. As to the general picture on grade structure, I 
think we are a little higher than some other agencies, but you should 
consider we are a small agency and we have a pretty highly technical 
program to develop and carry on. 

We have to have well-trained industrial specialists, production 
specialists, and financial specialists. We have to have somebody, for 
example, in our branch offices that is a pretty broad-gauge gentleman. 
I do not think you get that below grades 12 and 13. 


INCREASE IN APPLICATIONS 


Mr. Yates. On page 11 of the Administrator’s statement there is a 
paragraph which states, 

The number of applications to SBA for loans has increased sharply each month. 
In October, we received 33 applications ; in November, 68; and in December, 145. 
So far in January, we have received 129 applications. 

These are applications and not inquiries? 

Mr. Barnes. These are the formal applications that are filed by the 
borrower. 

Mr. Yares. Are those making inquiries screened to determine 
whether they should make applications? Is there a distinction drawn 
on that basis? 

Mr. Barnes. No. 

Mr. Yates. Anyone who wants to can make an application ? 

Mr. Barnes. That is right. 


CONSIDERATION OF SMALL FIRMS IN DISTRIBUTION OF GOVERN MENT-OWNED 
MACHINE TOOLS 


Mr. Yates. On page 13 of the statement there is this: 


SBA representatives consult with officials of the Office of Defense Mobilization, 
the Business and Defense Services Administration, the General Services Admin- 
istration, and the Department of Defense to assure full consideration of the 
interests of small firms in the distribution of Government-owned machine tools. 
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Has there been any distribution of machine tools to small business? 

Mr. Barnes. Yes, sir. 

Mr. Puutes. May we ask if the distribution has been by this new 
agency or by the GSA, or by the predecessor agency ? 

Mr. Barnes. I have seen lists of machine tools that were declared 
surplus, and then the information about them was distributed to all 
of our regional offices, and in turn passed on to small businesses, who 
jenn. applied directly to the distributing agency for the tools 
and equipment. 

Mr. Yates. On page 19 of the justifications there is a statement— 
Beginning at the Korean conflict the small-business participation in the total 
defense dollar was 24.5 percent— 
and the following sentences. Were those prime contracts? Were 
those subcontracts? What do those statistics mean ? 

Mr. Hanna. That is the share small business was getting of the 
prime contracts given out by the military. 

Mr. Yares. You mean, small business received approximately 24 
percent of all defense purchasing? 

Mr. Hanna. Procurement, yes, sir; based on their definition of 
under 500 employees. 

Mr. Puttuies. I would be interested to know how you can get such 
an accurate figure of a somewhat indefinite factor like that. 

Mr. Yates. ere do these statistics come from ? 

Mr. Hanna. They come from the military. 

Mr. Yates. You have not verified it? You just accepted it? 

Mr. Hanna. We have no way of verifying it. 

Mr. Puuuirs. Who makes up your statistics? Do you, Mr. Hanna, 
or you, Mr. Abels? 

Mr. Axnets. They come from the Procurement Branch. The sta- 
tistics on that particular point come from the Procurement Branch. 

Mr. Puitures. You just do economic surveying and analysis, and 
somebody else does the internal statistical work ? 

Mr. Yes. 


PERSONAL SERVICES IN FIELD OFFICES 


Mr. Puituirs. I have 1 or 2 questions. The first one is to refer to 
the green sheets, which have been pretty thoroughly worked over by 
the other members of the committee, but to make sure Mr. Hanna, 
in going over them, will you give me a list of all the offices in full 
showing the locations of the offices, the positions, and the number of 
positions by civil-service rating in each office, and the salary of those 
positions? That will give me the expenditures in the offices. 

(The information requested is as follows :) 


DISTRIBUTION OF PosITIONS, GRADES, AND ANNUAL SALARIES, FIELD OFFICES 


The tabulation below indicates for the fiscal year 1954 the authorized positions 
by type of position, grade, and annual salary for regional and branch offices. 

The appropriation estimate for the fiscal year 1955 contemplates 20 additional 
positions at GS-14, at a total annual salary cost of $192,000; 12 of these positions 
are in the production or industrial specialist category and 8 are in the financial 
specialist category. Distribution of these positions by geographical location has 
not yet been determined. 
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Authorized positions, fiscal year 1954 
REGION I—BOSTON, MASS. 


Num ber of Annual 


Type of position positions 


Regional director 


a> 


REGION II—NEW YORK, N. Y. 


REGIONAL OFFICE 
Regional director 
Associate regional director 
specialist 


Subtotal 


NOK 


BUFFALO BRANCH OFFICE 
Production or industrial 
Financial specialist. 
Stenographic-clerical 
Subtotal 


Grand total 


REGION ITI—PHILADELPHIA, PA. 


RECIONAL OFFICE 


Regional director 
Do specialist 


Produetio or industrial specialist 


PITTSRURCH RRANCH OFFICE 


Production or industrial specialist 
Financial speci: 
Stenographic-clerical 


salary 
GS-14... 9, 600 
Production or industrial specialist 9, 800 
On-6...... 3, 795 
Production or industrial specialist... 9, 600 
| 8, 360 
GS-12... 1 7, 040 
GS-3_. 1 3. 350 
3 | 18, 750 
| 
21,000 
SSE 1 3, 255 
17 | ‘115, 420 
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Authorized positions, fiscal year 1954—Continued 
REGION IV—RICHMOND, VA. 


REGIONAL OFFICE 
Regional director 
specialist 


Produxt ion or industrial specialist 


BALTIMORE BRANCH OFFICE 


Production or industrial specialist 
Stenographic-clerical 


Subtotal 


REGION V—ATLANTA, GA. 


REGIONAL OFFICE 


1 
1 
2 
2 
1 
1 
1 
1 
1 
1 
1 
3 


o 


NASHVILLE BRANCH OFFICE 


Production or industrial specialist 
Financial] specialist 
Stenographic-clerical 


BIRMINGHAM BRANCH OFFICE 
Production or ~ 
Financial 
Stenographic-c lerical. 


Subtotal 


$10, 800 
G8-14....... 10, 200 
8, 040 
GS8-13....... 26, 480 ] 
3, 795 
G8-5........ 3, 410 
GS-13......-. 1 8, 560 
GS-12......- 1 7,040 
1 3, 655 
Production or industrial specialist 
1 3, 335 
1 8, 360 
3 18, 575 
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Authorized positions, fiscal year 1954—Continued 
REGION VI—CLEVELAND, OHIO 


REGIONAL OFFICE 


DETROIT BRANCH OFFICE 


Production or industrial 
) 


CINCINNATI BRANCH OFFICE 
Production or industrial specialist 


Grand total 


REGION VII—CHICAGO ILL, 


RECIONAL OFFICE 
Regional director. 
specialist 


= 


~ 
z 


a2 


INDIANAPOLIS RRANCH OFFICE 


Production or industrial specialist 
Financial specialist 


MADISON RRANCH OFFICE 


Production or industrial specialist 
Financial specialist 
Stenographic-clerical 


Quhtatal 


Grand total 


| 
Production or industrial specialist - 9, 600 
GS-12 | 2 14, 080 
Financial specialist GS-13..__. 1 8, 360 
Do__- | 1 7, 040 
Stenographic-clerical...................-.----- | GS-4___. 3 9, 605 
1 8, 560 
1 7,040 
1 3, 495 
3 19, 095 
GS-15... 
GS8-14....... 
GS8-13....... 
Production or industrial specialist 
7040 
3 19, 575 
1 9, 360 
1 3, 335 
_ 
2 
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Authorized positions, fiscal year 1954—Continued 
REGION VIII—MINNEAPOLIS, MINN. 


Production or industrial GS-14....... 1 9, 600 
GS8-13....... 2 17, 120 
REGION IX—KANSAS CITY, MO. 
REGIONAL OFFICE 
GS-15....... 1 $10, 800 
Associate regional GS-14....... 1 9, 600 
GS8-13...... 1 8, 360 
Production or industria] GS-14... 1 9, 600 
ST. LOUIS BRANCH OFFICE 
or industrial specialist. GS8-13....... 1 8, 360 
2 6, 350 
OMAHA BRANCH OFFICE 
Production or ~ GS-13....... 1 8, 360 
GS-12....... 1 7, 040 
DAVENPORT BRANCH OFFICE 

Production or industrial GS8-13....... 1 8 


|| 
1 
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Authorized positions, fiscal year 1954—Continued 
REGION X—DALLAS, TEX. 


ECIONAL OFFICE 
Regional director 
specialist _ 


OKLAHOMA CITY BRANCH OFFICE 


Production or industrial specialist 
Financial specialist 
Stenographic-clerical 


18, 575 


NEW ORLEANS BRANCH OFFICE 


Production or industrial specialist ‘ aad 8, 560 
Financial specialist 7,040 
Stenographic-clerical s-4 3, 655 


HOUSTON BRANCH OFFICE 


Production or industrial specialist 
Financial specialist 


144, 715 


Regional director 
Associate regional director 
ist 


—J 


REGION XII—SAN FRANCISCO, CALIF. 


REGIONAL OFFICE 


Regional] director GS-15.._...- 
specialis 


Do 
of industrial specialist _. 


LOS ANGELES BRANCH OFFICE 
or industrial specialist 


9, 600 
Production or industrial specialist.......................-....| GS-14--....- 9, 600 
eS 1 8, 360 
REGION XI—DENVER, COLO. 
Production or industrial specialist G@S-14....... 
$10, 800 
9, 600 
9, 360 
7,010 
2 20, 200 
2 14, 280 
GS8-13....... 1 8, 360 
4 29, 160 
1 3, 910 
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Authorized positions, fiscal year 1954—Continued 
REGION XIII—SEATTLE, WASH. 


REGIONAL OFFICE 
1 $11, 050 
1 9, 800 
1 8, 360 
3 21, 120 
2 19, 200 
1 9, 360 
1 7, 040 
1 3, 920 
1 3, 535 
3 10, 005 
15 103, 390 
1 8, 360 
1 7, 240 
2 14, 280 
3 10, 085 
7 39, 965 
22 148, 355 


Referring back to the hearings of the Supplemental Act of 1954, 
part 1 of the hearings, at approximately pages 384 and succeeding 
pages, there was considerable discussion. 


DUPLICATION OF FIELD OFFICES 


For example, on page 385 there is a list of the cities in which the 
Department of Commerce had offices and a list in which your prede- 
cessor agency had offices. It showed that there was a duplication in 
28 of those cities. I have two questions. Do you continue all the 
28 offices? It is 26, as 2 were closed. 

Mr. Hanna. I have not checked the list, but I believe it is essen- 
tially the same. 

Mr. Puittirs. Suppose you put in the record a comparable list 
showing the Department of Commerce offices and the SBA offices? 

Mr. Jonas. They have a chart of their own. 

j Mr. Puuuies. I saw that. But I want to get them in comparable 
orm. 

(The information requested follows :) 


FIe_p OFFICES OF THE SMALL BUSINESS ADMINISTRATION AND THE BUSINESS AND 
DEFENSE SERVICES ADMINISTRATION, DEPARTMENT OF COMMERCE 


OFFICES IN THE SAME CITY 


Regional offices Branch or district offices 
Atlanta, Ga. Buffalo, N. Y. 
Boston, Mass. Cincinnati, Ohio 
Chicago, Il. Detroit, Mich. 
Cleveland, Ohio Houston, Tex. 
Dallas, Tex. Los Angeles, Calif. 
Denver, Colo. New Orleans, La. 
Kansas City, Mo. Pittsburgh, Pa. 
Minneapolis, Minn. Portland, Oreg. 
New York, N. Y. St. Louis, Mo. 
Philadelphia, Pa. Subtotal, 9 offices. 


Richmond, Va. 

San Francisco, Calif. 

Seattle, Wash. 
Subtotal, 18 offices. 


| 

Regional director ___- 

Production or industri 

Stenographic-clerical 
Subtotal. 

POR 

a or industri 

Financial specialist - 

Subtotal_....... 
Grand total..._- 
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BRANCH OR DISTRICT OFFICES—OFFICES IN DIFFERENT CITIES 


Business and Defense Services: 


Small Business Administration Administration 
Baltimore, Md. Albuquerque, N. Mex. 
Birmingham, Ala. Charleston, 8S. C. 
Davenport, Iowa Cheyenne, Wyo. 
Indianapolis, Ind. El Paso, Tex. 
Madison, Wis. Jacksonville, Fla. 
Nashville, Tenn. Memphis, Tenn. 
Oklahoma City, Okla. Miami, Fla. 

Omaha, Nebr. Phoenix, Ariz. 

Subtotal, 8 offices. Reno, Nev. 

Grand total, 30 offices. Salt Lake City, Utah 


Savannah, Ga. 
Subtotal, 11 offices. 
Grand total, 33 offices. 


My question is, How many departments or agencies of Government 
are engaged in this matter of helping small business? Am I right or 
wrong that there are quite a few ot these agencies engaged in some 
form of help to small business which somehow duplicates the work 
you are doing? 

Mr. Barnes. I think not. We have worked out with Commerce 
a cooperative arrangement, which we will be glad to put in the record, 
which delineates the field in which they act and in which we act. 
The work is very different. 

Mr. Puiuirs. This committee does not like duplication of facili- 
ties and duplication of services. I would think it would be very diffi- 
cult not to have duplication if the Department of Commerce has an 
office, the SBA has an office, and others, if it is only a duplication of 
rent, supervision or overhead, as well as duplication of function. 

Do you think you can assure us there is no duplication there? 

Mr. Barnes. i think this agreement will go far toward doing it. 

Mr. Puuirs. Is it a written agreement ? 

Mr. Barnes. Yes, sir. 

Mr. Puiu.ies. Would you put that in the record ? 

Mr. Barnes. Yes, sir. 

(The material referred to follows:) 


COOPERATIVE WORKING AND CONSULTATION AGREEMENT BETWEEN THE DEPARTMENT 
oF COMMERCE AND THE SMALL BUSINESS ADMINISTRATION 


In the planning and execution cf programs, studies and general activities, the 
Department of Commerce, charged with representing and servicing the entire 
business community in a broad sense, and the Small Business Administration, 
established as an independent agency for small concerns and directed to provide 
services for them, are confronted with the hazard of duplicating effort and ex- 
pense as well as the problem of presenting a single purpose front to the business- 
men of the country. In the framework of administration policy for Government 
economy and mutuality of understanding and program between business and 
Government, it is appropriate and the desire of the President who is charged by 
the Small Business Act with the general direction and supervision of the Small 
Business Administration that these two agencies consult to cooperate and re- 
solve areas of joint and separable activity at the outset. This memorandum is 
designed to point up these areas and serve as a basis for mutual understanding 
and practical operations. The phases of programing mentioned here are not all- 
inclusive but will establish a basic pattern for coping with all aspects of the 
Government’s business services. 

1. By law, direct financial assistance for small business is a service exclu- 
sively vested in the Small Business Administration. In evaluating applications 
for loans filed with SBA or in areas of financial assistance involving participat- 
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ing loans, as well as counseling, SBA will, from time to time, call upon the 
Department of Commerce for such pertinent information as may be available or 
reasonably obtainable. 

2. By delegation under authority of law, the responsibility is vested in the 
Department of Commerce for administering such direction over the use of 
materials as may be necessary to support the national defense program. In the 
development of basic policy for carrying out this responsibility, the Department 
of Commerce will consult with SBA, with respect to the impact of Commerce 
policies and proposed policies on the operation and the competitive position of 
small concerns. 

3. The promotion of and the providing of broad information concerning export 
and import trade appears well defined as a responsibility of the Bureau of 
Foreign Commerce in the Department of Commerce. Full cooperative service 
will be accorded SBA in any specific inquiry in these areas. 

4. Long-established relationships between the Department of Commerce and 
public and private organizations devoted to research, experimentation, and dis- 
semination of information in the field of technological advancement, establishes 
it as the expert clearinghouse in this professional field. Extensive files of tech- 
nical inquiries and resulting professional advice to industry are available in 
the Office of Technical Services, Business and Defense Services Administration, 
Department of Commerce. A vast reservoir of scientific and technological data, 
counseling, and services is available through cooperative arrangements and 
programs in being and now being broadened between the Department and tech- 
nical branches of the universities of the country and through the staff of the 
Office of Technical Services, BDSA, which currently provide the entire domestic 
business community with a wide variety of scientific, engineering and produc- 
tion counseling, and, in cooperation with the Foreign Operations Administration, 
offer the same service abroad. 

To the extent that these services and data can be effective in programs carried 
on by SBA, the Office of Technical Services staff will cooperate with SBA. Such 
material for publication which can be developed from OTS files or through its 
cooperative study and research will be published by the Department for use by 
SBA upon request, on a reimbursable or operating fund basis, where necessary. 

5. Statistical data assembled by the Bureau of the Census will undoubtedly 
be required as basic data for numerous studies and evaluations by the SBA. 
Direct contact between SBA and the Director of the Census Bureau is invited 
concerning the availability and use of proposed or existing data. 

When it appears to SBA that existing economic or statistical data will not 
fulfill its requirements, proposals for the collection of new data should be dis- 
cussed with the Director of the Bureau of the Census and the Administrator 
of the BDSA to explore obtaining the data from other existing sources. 

6. As a part of the continuing program of the BDSA, industry studies and 
repurts of general and specific character will be conducted and produced. In 
the preliminary planning for such undertakings the BDSA will consult SBA 
for the purpose of making such studies and reports useful to the small enterprise 
segments of the industry. Consistent with this cooperative policy and to elimi- 
nate duplication, the SBA will consult with the BDSA prior to the initiation of 
special studies to determine whether appropriate data and information are avail- 
able or can be assembled more expeditiously by organizational units of the 
Department. 

7. Industry advisory committees constitute an important link in communica- 
tion between the BDSA and industry. To the extent that SBA finds it desirable 
anu “useful to confer with representatives of separate industry segments of the 
economy, mutual relationships will be improved if a single channel of com- 
munication is utilized. To this end, the Administrator of the BDSA will, in 
appropriate cases, arrange for representation of SBA at meetings with the De- 
partment’s industry committees, provide for the development through such 
committees of such special task forces as May appear necessary and proper, 
and make available to SBA iniormation and data relating to discussions and 
recommendations of such committees. 

8. Basic distribution studies, specific market analyses and the development and 
dissemination of information on market location, characteristics and potentials 
are a continuing function of the Department of Commerce. Reports and other 
material in these areas will be made available to SBA upon request. The de- 
velopment of publications concerning marketing techniques, market survey meth- 
ods, new product promotion and other subjects will be considered, and joint 
distribution and sharing of costs where appropriate will be undertaken. 
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9. In addition to the above-described coordination with BDSA, the expert 
services and specialized data assembled by the Office of Business Economies, the 
Bureau of Standards, and the Patent Office, will be made available to SBA, upon 
request. 

10. Information and data assembled by SBA on Government procurement, 
financial services, small-business production pools, inventories of productive 
facilities and in other areas affecting small business will be made available to the 
Department, upon request. 

11. The business community should and will expect a unified system for pro- 
viding such services as are appropriate to Government at the local level. It is 
proposed, therefore, that in cities in which the Department of Commerce and 
SBA have separate field offices, to locate them, where feasible, in adjacent office 
quarters in order that visiting businessmen can be adequately and efficiently 
served at the one point of their contact. 

To facilitate cooperation between the Department of Commerce and the Small 
Business Administration, in addition to appropriate direct contact between the 
Secretary or the Assistant Secretary for Domestic Affairs and the Small Busi- 
ness Administrator, the Secretary and the Small Business Administrator will 
each appoint a liaison officer who will serve to minimize points of contact and 
regularize arrangements between the two agencies in order to effectuate the 
provisions of this memorandum. 

Approved, October 26, 1953. 

SINCLAIR WEEKS, 
Secretary, Commerce Department. 
D. MircHetr, 
Administrator, Small Business Administration. 


AGENCIES HAVING FEDERAL SMALL BUSINESS ACTIVITIES 


Mr. Barnes. There are many other agencies that have small business 
interests. 

Mr. Puttiirs. Could you list them? 

Mr. Barnes. Which in many cases we have encouraged or offered 
our services to. The FTC is setting up a Small Business Division, 
too. 

Mr. Puitirps. The Federal Trade Commission ? 

Mr. Barnes. Yes, sir, to make available their services. I think 
they have six offices in various parts of the country. The nature of 
their function is to hear complaints of small businesses of violations 
of the law they enforce. 

Mr. Pumuirs. Why do you not make a list and put it in the record 
rather than try to recall them all to mind now. If you have any 
problem with that, let Mr. Hanna and Mr. Wilson work it out. 

(The information requested is as follows :) 


FeperaAL SMALL Business ACTIVITIES, OUTSIDE SMALL BUSINESS ADMINISTRATION 


On the basis of information available to this Administration, listed below are 
Government agencies which have assigned a part of their staffs to full-time or 
part-time activities related to small-business problems in general, or specific 
assistance to small-business men. No attempt has been made to indicate the 
nature and extent of service performed. Certain agencies take the position that 
a part of their operations is performed in behalf of small business, although 
not so designated. ‘This list does not include agencies, certain of whose per- 
sonnel may work occasionally on small-business problems. 

Department of Commerce, Office of Small Business. 

Department of Defense, Army, Navy, and Air Force, small-business specialists. 

Foreign Operations Administration, Office of Small Business. 

Atomic Energy Commission, small-business specialists. 

General Services Administration, business service centers. 

Department of Justice, Small Business Unit. 


41872—54—pt. 1——59 
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PERCENTAGE OF GOVERNMENT PURCHASING FROM SMALL BUSINESS 


You gave a figure of percentage in answer to a question by Mr. 
Yates. I believe it was page 19 of the justifications. It was the per- 
centage of Government purchasing which went to small business. 
Could you give that in percentage or amount, either one, which went 
to it in a certain number of years, 1951, 1952, 1953, and 1954? 

Mr. Hanna. We have it for each of the last 3 years. It dropped 
down to 16.1 percent in 1953. 

Mr. Putters. This is the total defense procurement dollar. Would 
that include Army, Navy, and Air Force? 

Mr. Hanna, Yes, sir. 

Mr. Puiuiirs. How about the General Services Administration ? 
Could you make me a figure to include General Services? How about 
Atomic Energy? 

Mr. Barnes. I do not believe we have it broken down, sir, since they 
say most of their procurement is from small business. 

r. Puituirs. Mr. Montgomery has worked for the AEC, and he 
will tell you they have a very difficult time iy pd to small 
business. Anything under $2 billion is small. How about it? Do 
you think there is any way we could get a figure—which agency also 
comes before this committee, so perhaps we can get it—of the amount 
of business that goes to small business from the AEC ? 

Mr. Montceomery. I think they make reports on that, do they not? 

Mr. Witson. No; it is through subcontracting, and we do not get 
reports. 

Ir. Barnes. We pointed out in our statement what we are chiefly 
saying, that they are participating with us in small-business activities. 

r. Puitiis. How about housing and FHA, which does a good 
deal of buying directly or indirectly and encourages contractors? Do 
you have any figure as to whether they are buying through what we 
call small business? 

Mr. Barnes. I think they are merely insured loans. 

Mr. Hanna. Do they not contract for their housing? We will be 
glad to check it. 

Mr. Puitures. You might check that to see if you can put any figures 
in. I sense intuitively we are entering into another development 
which if we are not careful could begin to duplicate the work done by 
other agencies and we would also like to know what small business is 
getting now from Government. You may have some of those figures. 

(The information requested is as follows :) 
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Awards in continental United States—fiscal year 1953 


Amount to 
sm 
business 


Total 
Agency procurement 


Department of Defense 1 $28, 570. 568, 000 $4, 607, 322, 000 
General Services Administration 672, 292, 847 450, 235, 353 
Housing and Home Finance 10, 548, 334 9, 510, 760 
Atomic Energy ? 2, 739, 635, 259 51, 994, 811 


! Interdepartmental purchases have been excluded. : 

*AEC procurement does not follow the usual Government pattern. The bulk of this procurement 
represents cost reimbursement arrangements with such private corporations as have the facilities and 
resources to undertake large-scale construction and operation. 


USE OF REVOLVING FUND FOR DIRECTING PRIME CONTRACTS TO SMALL 
BUSINESS 


On page 113, you refer to a revolving fund that you control and 
operate. Did you get it from your predecessor agency or from the 
RFC? 

Mr. Hanna. From the Small Defense Plants Administration. 

Mr. Puiuirs. Teli me something about that. 

Mr. Hanna. That was an appropriation of $1,500,000 which went 
into a revolving fund for the taking of prime contracts from other 
Government agencies and subcontracting the work to small business. 

Mr. Puitxres. How much is there left of that fund? 

Mr. Hanna. We anticipate there will be actually a net loss of about 
$160,000 at the end of the year. 

Mr. Putiies. How can you spend more money than you have au- 
thorized in funds? 

Mr. Hanna. In other words, there will be remaining $1,340,000 out 
of the fund at the end of June 30, 1955. 

Mr. Puties. What do you mean by “net loss,” then ? 

Mr. Hanna. The original appropriation was $1,500,000. 

Mr. Purutirs. You mean, if you do not work, or did not work fast 
enough to spend it, that that is a loss? 

Mr. Hanna. No, sir. SDPA took 7 contracts from the De- 
partment of the Army in the total amount of $214 million and sub- 
contracted the work out to small business. It is anticipated we will 
have a maximum loss of approximately $160,000, which will mean 
we will return to the Treasury $1,340,000 out of the $1,500,000 orig- 
inally appropriated. This money is not available to SBA at the pres- 
ent time. 

Mr. Puitutes. You are just handling it? 

Mr. Hanna. It can be used only for the administration of what is 
left of the work under these contracts. 

Mr. Pures. You are not responsible for the contracts, you are 
just collecting the money—— 

Mr. Hanna. The responsibility for the contracts which are still in 
effect has been transferred to SBA and we are administering them. 

Mr. Puitures. You cannot recover any of that ? 

Mr. Hanna. We are recovering all we can. 

Mr. Puiuies. Are you asking for any automobiles? 

Mr. Hanna. No. 


Percent to 
business 
16,1 
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Mr. Puuirs. By a change in the language you have to continue 
the authority for that revolving fund through 1955. Will you wind 
this all up in 1955? 

Mr. Hanna. Yes, sir. 

- It is anticipated all the contracts will be finished. 


UNOBLIGATED BALANCE, JUNE 30, 1954 


Mr. Puiturrs. How much money will you have left of your appro- 
priation for the current year on June 30? 

Mr. Hanna. Unobligated, sir? 

Mr. Puuuires. Yes. 

Mr. Hanna. I do not know. It is our guess at the present time that 
the savings will be $100,000 or more. 

Mr. $100,000? 

Mr. Hanna. Yes, sir. 

Mr. Thank you, gentlemen. 

The following information was subsequently submitted for insertion 
in the record: 

Fesruary 4, 1954. 
Hon. PHILLIPs, 
Chairman, Subcommittee on Independent Offices, 
House of Representatives, Washington 25, D. C. 

Dear Mr. PHILLIPS: At the Small Business Administration appropriation hear- 
ing on January 26, concern was expressed with the apparent slowness of this 
Administration in taking action on loan applications. As you will recall, it was 
reported that 34 loans had been authorized and 46 declined as of January 21. 

In view of that report, I thought you and the members of your subcommittee 
would be interested in the attached report as of January 31 which reveals that 
55 loans had been authorized and 74 applications declined. 

I believe this report is noteworthy in two additional respects. First, it shows 
that the final action process is now at about the level of application intake, and 
second, that the rate of intake is continuing to climb as reflected by 185 applica- 
tions being received in January, as compared to 145 in December. 

I shall be very glad to furnish any additional information or further reports 
which you might desire. - 

Sincerely yours, 
WENDELL B. BARNES, 
Acting Administrator. 
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Wepnespay, January 27, 1954. 


CIVIL SERVICE COMMISSION 


WITNESSES 


PHILIP YOUNG, CHAIRMAN 

GEORGE W. MOORE, COMMISSIONER 

FREDERICK J. LAWTON, COMMISSIONER 

JOHN M. MACY, JR., EXECUTIVE DIRECTOR 

DAVID F. WILLIAMS, DIRECTOR, BUREAU OF MANAGEMENT 
SERVICES 

W. B. UHLENHOP, CHIEF, BUDGET AND FINANCE DIVISION 

WILLIAM F. SPECK, ASSISTANT CHIEF, BUDGET AND FINANCE 
DIVISION 


SaLarres AND Expenses 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate ‘i $18, 703, 350 
Reimbursements from other accounts 107, 168 


Total available for obligation 18, 810, 518 
Unobligated balance, estimated savings — 458, 604 


Obligations incurred 18, 351, 914 


Obligations by activities 


Description 1953 actual 1955 estimate 


Direct Obligations 


Recruiting and examining 

. Investigation of unclet" and fitness for employment 
Position classification - 

Administration of the retirement ‘systems 

Service records 

Inspection service 

Regulatory, appellate, and advisory functions 
Executive and administrative services 


Total direct obligations 
Obligations Payable Out of Reimbursements From Other Accounts 


Recruiting and examining 
2 Investigation of and fitness for 
3. Position classification 
4. Administration of the retirement systems. 
7. Regulatory, appellate, and advisory functions 
8. Executive and administrative services 


3| 23333333 


Total obligations payable out of reimbursements from 
other accounts 


18, 351, 914 17, 202, 400 15, 849, 000 


: 
$ 
j 
4 
202, 400 159, 000 3 
17, 202, 400 | _15, 849, 000 
1 ciara $5, 885, 385 $6 $5, 854, 000 j 
2 ~ 5, 819, 477 3 3, 387, 000 ’ 
3 ee 1, 526, 175 1 1, 395, 000 
4 ee 1, 540, 030 1 1, 553, 000 i 
457, 322 372, 000 
6] vbiwew 926, 722 972, 000 
7 849, 586 1 944, 000 
1, 240, 049 1 1, 213, 000 
85, 212 46, 000 41, 000 
he 4, 825 99, 400 78, 000 
10, 384 24, 000 40, 000 
10 | 202, 400 150, 000 i 
4 


931 


Obligations by objects 


Object classification 


1953 actual 


1954 estimate 


1955 estimate 


Summary of Personal Services 


Total number of permanent positions 
Average number of all employees_ - 


3, 753 


3, 535 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


$4, 689 
GS8-6.6 


Personal service obligations: 
Permanent positions 
Other positions... 
Regular pay in excess of 52-week base 


Total personal service obligations 
Direct Obligations 


Communication 
Rents and utility services_-..........-..--.--- 
Printing and reproduction 
Other contractual services. - 
Investigations under Executive Order 10422. - 
Investigations under Executive Order __- 
Equipment 
Refunds, awards, and indemnities._ 
5 Taxes and assessments 


nese 


Total direct obligations 
Obligations Payable Out of Reimbursements From Other Accounts 


Communication 

Printing and 

Other contractual services 

Supplies and materials 

Equipment 


Total obligations payable out of reimbursements from 


Obligations tneurred 


$15, 772, 799 
3, 521 

63, 759 

61, 477 


$14, 841, 308 
32, 468 

55, 474 

6, 250 


15, 971, 556 


14, 935, 500 


14, 100 


187, 730 
140, 500 


107, 168 


18, 351, 914 


17, 202, 400 | 


15, 849, 000 


Analysis of expenditures 


1953 actual 


1954 estimate 


1955 estimate 


Unliquidated obligations, start of year 
Obligations incurred during the year 


Deduct: 
Reimbursements 
Total expenditures 


Expenditures are distributed as follows: 
Out of current authorizations... 


$1, 696, 234 
18, 351, 914 


$1, 094, 620 
17, 202, 400 


$1, 025, 000 
15, 849, 000 


20, 048, 148 


107, 168 
1, 094, 620 


18, 297, 020 


202, 400 
1, 025, 000 


16, 874, 000 


159, 000 
1, 000, 000 


18, 846, 360 


17, 069, 620 


15, 715, 000 


Out of prior authorizations 


17, 213, 305 
1, 633, 055 


16, 024, 000 
1, 045, 620 


14, 730, 000 
985, 000 


| 
4 4 
$4, 439 $4, 642 
| $13, 775, 300 
| | 26, 165 
52, 050 
6, 220 
Personal services 7 ..| 15,877, 798 13, 726, 006 
4 447, 408 } 443, 000 
> | 56, 987 72, 000 53, 000 
: | 166, 556 589, 000 600, 000 
151, 830 77, 000 65, 000 
eM } 290, 145 346, 000 288, 000 
7 170, 140 163, 000 
201, 710 87, 000 
217, 703 206, 000 155, 000 
| 113, 112 108, 000 80, 000 
4 27, 982 30, 000 30, 000 
| 18, 244, 746 17,000,000 | 15, 690, 000 ° 
| 93, 758 179, 400 133, 735 
; 4, 635 13, 650 13, 500 
06 1,187 
07 2, 528 
08 906 mane 11, 765 
| 
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InvesticatTions oF Unrrep Sratres Crrizens ror EMPLOYMENT BY 
INTERNATIONAL ORGANIZATIONS 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 
International information and educational 
activities, State,” pursuant to 67 Stat. 
Adjusted riation 1, 000 1, 000 000 
998, 999 1, 200, 000 900, 000 
Obligations by activities 
Investigation of United States citizens for employment by international 
organizations: 
Obligations by objects 
07 Other contractual services: 
Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Obligations incurred during the year_.................-...---- $998, 999 $1, 200, 000 900, 000 
Deduct 
Unliquidated obligations, end of year.-...............-.-..|-------------- 65, 000 65, 000 
Expenditures are distributed as follows: 
Out of current suthorisations...................-.------.-- 998, 999 1, 023, 493 835, 000 


Annuities, PanaMa Construction EMPLOYEES AND 
LiguTHousE Service Wipows 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 
i ee 707, 000 500, 000 
Obligations by activities 
Payment of annuities to employees engaged in the construction of the 
‘anama Canal and widows of former employees of the Lighthouse 
Service: 
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Obligations by objects 


12 Pensions, annuities, and insurance claims: 
19 


Analysis of expenditures 

1953 actual | 1954 estimate | 1955 estimate 

Unliquidated obligations, start of year_....._.._.._.____. zi $203, 885 $197, 569 $208, 334 
Adjustment in obligations of prior years 2, 790 

Obligations incurred during the year_....................._. 2, 519, 005 2, 500, 000 2, 354, 000 

2, 725, 680 2, 697, 569 2, 562, 334 

Deduct unliquidated obligations, end of year__.........._.__. 197, 569 208, 334 196, 167 

Total 2,528,111 | 2, 489, 235 2, 365, 167 

Expenditures are distributed as follows: 
Out of current authorizations... .....................-.-. 2, 321, 437 2, 291, 666 2, 157, 833 
RR ene 206, 674 197, 569 208, 334 


PAYMENTs TO THE Crvit-Service RetrreMENT AND Funp 
Amounts available for obligation 


Appropriation or estimate (obligations incurred): 


$31, 397, 000 
29, 623, 000 - 


Obligations by activities 


For the purpose of paying the cost of benefit increases granted by the 
act of July 16, 1952: 


Obligations by objects 
11 Grants, subsidies, and contributions: 
Analysis of expenditures 
Obligations incurred during the year (total expenditures out of cur- 
rent authorizations): 


29, 623, 000 


Mr. Puruips. The committee will come to order, please. 

We have before us today the representatives of the Civil Service 
Commission. We have Mr. Philip Young, the Chairman, who. was 
before the committee last year; Mr. George W. Moore, Commissioner ; 
Mr. Frederick J. Lawton, Commissioner, who now comes to us in a 
little different capacity; Mr. John M. Macy, Jr., executive director; 
David F. Williams, Director, Bureau of Management Services; W. B. 
Uhlenhop, Chief, Budget and Finance Division; and William F. 
Speck, Assistant Chief, Budget and Finance Division. 


COMPARISON OF BUDGET REQUEST WITH PRIOR YEAR APPROPRIATIONS 


The request of the Civil Service Commission for this year comes to 
a total of $15,690,000 as compared with appropriations for the cur- 
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rent fiscal year of $17 million and for fiscal year 1953 of $18,703,350. 
As I look back, Mr. Young, it would seem to me that this is the lowest 
budget request for the Civil Service Commission since fiscal year 1948. 

Have you dropped any functions or have you reduced any functions 
in part? Are you asking for the budget figure for the same field of 
functions and services that the Commission asked for in previous 

ears 

a Mr. Youna. Yes, Mr. Chairman. We have not eliminated any of 
the major functions that we have been performing. In fact, we are 
performing the same functions, only better and more efficiently. Most 
of the savings are due to or result from the reorganization of the 
Commission and in performing more efficiently the functions we have. 

Of course, you also find reflected in this budget to some extent the 
general decline in Federal employment. 

Mr. Puturrs. Do you have a general statement ? 

Mr. Youna. I have a general introductory statement. 


BACKGROUND OF COMMISSIONER GEORGE W. MOORE 


Mr. Prius. Before we get that statement, we have a custom here 
in the committee which is familiar to you and perhaps to the members 
of the Commission. When we have a new member of an agency before 
us we like to know something about him and how he got into this 
difficulty. Mr. Moore, we know you very well, but you have not been 
before this committee before—would you give us a thumbnail sketch 
of yourself? 

Mr. Moore. Yes, Mr. Chairman. I entered the Federal service as 
a messenger about 1933. During succeeding years I attended night 
school and law school and have a bachelor of arts degree and bachelor 
of laws degree from George Washington University. I have held the 
position of examiner with the Interstate Commerce Commission, in- 
vestigator with the Civil Service Commission, chief investigator on 
Senator Byrd’s Joint Economy Committee, chief investigator of the 
Judiciary Committee, and for approximately 6 years I was chief 
counsel of the House Post Office and Civil Service Committee. 

Interspersed during that time I have practiced law approximately 
3 or 4 years. That is a brief summary, and I will be very happy to 
furnish the committee with a more complete statement. 

Mr. Putiims. When were you appointed to the Commission ? 

Mr. Moore. April 1953. 

Mr. Puitures. And you took office at that time ? 

Mr. Moore. Yes, sir; April 15. 

Mr. Puituips. It seems to me that is a rather formidable prepara- 
tion for the job you now hold. 


BACKGROUND OF COMMISSIONER FREDERICK J. LAWTON 


Mr. Lawton, will you give us a thumbnail sketch ? 

Mr. Lawton. Mr. Chairman, I have had 33 years of service in the 
Government, the first part of it spent in accounting and administra- 
tive positions in the Treasury Department. In 1935 I went to the 
Budget Bureau as Chief of the Financial Records Division and served 
in various capacities in the Bureau up to 1950, when I was appointed 
Director and served in that capacity until last January. I continued 


935 


on in the Budget Bureau for a short time as an assistant to the Di- 
rector, and in April I was appointed to the Civil Service Commission. 

Mr. Pues. Which is easier on the blood pressure, being on the 
Civil Service Commission or in the Bureau of the Budget? 

Mr. Lawton. The Civil Service Commission. At least you can 
share responsibility. 

Mr. Pues. Now we have a new Executive Director. 


BACKGROUND OF JOHN M. MACY, JR., EXECUTIVE DIRECTOR 


Mr. Macy. Mr. Chairman, I would be happy to give you a brief 
sketch. I have been with the Federal service since 1938 when I entered 
as a trainee directly from college graduation, served the first 2 years 
with the Social Security Board in general administrative work. In 
1940, I moved to the War Department to begin experience in civilian 

rsonnel work and attained the status of Assistant Director of Civil- 
ian Personnel in 1942 and served in that capacity until 1943 when I 
was inducted into the service. 

I served as an enlisted man and as an officer in the Air Corps most 
of the time in personnel work. Upon discharge in 1946 I returned to 
the War Department to the same position, transferred in 1947 to a 
personnel position with the Atomic Energy Commission and served 
for 4 years as the Los Alamos personnel and administrative officer on 
that project. 

I returned in 1951 and served for 2 years as a special assistant in 
the general management field to several Under Secretaries of the 
Army. I was appointed to my present position August 3, 1953. 

Mr. Puriuirs. Thank you. Just as an aside, which college did you 
graduate from? 

Mr. Macy. Wesleyan in Connecticut. 

Mr. Priuuirs. Thank you very much, gentlemen. 

Mr. Young, will you give us your statement, please? 


GENERAL STATEMENT OF CHAIRMAN YOUNG 


Mr. Youne. Mr. Chairman and members of the committee, it is a 
pleasure for us to meet with you and discuss the program goals and 
financial requirements of the Civil Service Commission for the com- 
ing fiscal year 1955. At the same time, we wish to show what the 
Commission has done and what it proposes to do, within the means 
at its disposal, to meet the objectives required of the merit system. 

Last April or 10 months ago, when I first appeared before this 
committee, as you may recall, I had been with the ewer Hers a mat- 
ter of only a few days. There were many particulars, of course, re- 
garding the Commission’s budget and operating programs which were 
then unfamiliar to me. This past year, however, Commissioners 
Moore, Lawton, and I have set aside considerable periods of time to 
obtain firsthand knowledge of the organization, the program ob- 
jectives, and the operating problems confronting the Commission. 

uring the development of these budget estimates, we have discussed 
and reviewed the requirements for each of the major operating activi- 
ties as well as the policy framework within which they were developed. 
We are all satisfied and confident that the program goals as reflected 
in this budget represent a sound and objective approach to the many 
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problems confronting the Federal Government today in the field of 
personnel administration. 

At the outset, I would like to point out that our request for fiscal 
year 1955 for “Salaries and expenses” is over a million dollars less 
than the amount available for the current fiscal year. We have made 
a sincere effort during the development of our budget estimates to com- 

rly with the President’s stated objectives of efficiency and savings in 
overnment operations. 

Likewise, the other three appropriations requested are also for 
lesser amounts. These appropriations are “Investigations for inter- 
national organizations,” “Annuities under special acts,” and the 
“Civil-service retirement and disability fund.” With respect to the 
retirement and disability fund, we are requesting funds to cover only 
the payment of cost-of-living increases in annuities authorized by 
Public Law 555, 82d Congress. No funds are included in our budget 
request for the civil-service retirement fund to cover either the Gov- 
ernment’s normal contribution to the fund or for interest on the un- 
funded liability of the Government. The committee may recall that 
no funds were appropriated for these items for the current fiscal year. 
Submission of budget estimates for these items is being deferred until 
such time as the findings and recommendations of the Committee 
on Retirement Policy for Federal Personnel, created by Public Law 
555, are made available and the executive branch of the Government 
and the Congress had had an opportunity to review them. 

I would like to highlight rahe some of the more significant areas 
needing attention in the field of personnel administration in the Fed- 
eral Government and what the Commission is doing about them. Dur- 
ing the 10 months I have been in office I have studied and discussed 
with agency heads and personnel officials their views on personnel 
matters and their opinions as to the kinds of help and the quality 
of service given to them by the Commission. I have also visited 
several of our regional offices and a number of agency field installa- 
tions, as have my fellow Commissioners, to find out ioe things are 
handled and what the problems are in the field. Our joint observa- 
tions during this period have indicated clearly that improvement is 
essential in many areas. 

First of all, it was apparent to us that the Commission itself was 
not peepenhy organized and equines to operate with maximum effec- 
tiveness. ‘To correct this, we have recently completed a major change 
in the organization of our central office here in Washington. This 
reorganization was designed to accomplish two major objectives: (1) 
To reduce the number of divisions and offices reporting to top man- 
agent and (2) to separate the planning and development aspects 
of the Commission’s work from the doing or operating functions and 
to do both of them at less cost. 

Our central office organization now consists of 5 major bureaus, 3 
staff offices and 3 boards, which in addition to separating the planning 
from the operating functions, is a much more manageable organiza- 
tion pattern than existed before. We expect that this new arrange- 
ment will not only result in more effective internal operations of the 
Commission, but will also mean smoother and closer coordination of 
our work with that of the departments and agencies and enable the 
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Commission to provide leadership in the development and execution 
of Federal personnel policies. 

Our study of organization was also extended to our regional offices. 
As a result of a comprehensive review of the geographic distribution 
of Federal establishments and employees it was apparent to us that 
the Commission had more regional offices than were needed. Conse- 
quently, during the last 6 months, as a part of our effort to effect 
economies, the Commission eliminated three of its regional offices, re- 
sulting in an annual savings of approximately $425,000. The func- 
tions of these regional offices were transferred to adjoining regions 
with no impairment or curtailment of services to agencies or the 
public. We now have 11 regional oftices instead of 14. So much 
on the major changes which have occurred within the Commission 
itself. 

Almost from the first day I took office I began hearing “career 
service,” “competitive service,” “merit system,” “excepted positions,” 
and similar terms. Yet, there was considerable uncertainty about the 
precise meaning and coverage. Therefore, one of the first things 
we are doing is to define the areas covered by those terms. This was 
a starting point for carrying out the President’s directive to develop 
a sound career service. 

Certainly there was no clear line of distinction between the career 
service and those jobs which belong within the policymaking or con- 
fidential categories. This is important for the reason that the pres- 
ent administration has made its position very clear with respect to the 
need for a strong career service in the Federal Government. Presi- 
dent Eisenhower has stated his sincere belief—not once but several 
times—in the merit system and all that it stands for. The civil serv- 
ice system is based on merit and open competitive examinations. The 
privileges and benefits awarded to career employees should be merited. 
Career employees should earn the right to that title by meeting the 
necessary standards and qualifications for admission and advancement 
in the career service. 

However, equally necessary to our form of government, as is our 
career service, is the recognition that there are jobs which are of a 
confidential or policy-making nature and that such jobs must be filled 
by persons chosen by the administration in power. Under our two- 
party system of government—a democracy truly run by the people of 
this country—any administration elected by our citizens must be in 
a position to carry out its mandate from the people by placing persons 
of its own choosing in policymaking positions. 

In order to distinguish such positions, the President has established 
a new category of positions known as schedule C, into which con- 
fidential and policy-determining jobs are being placed. I believe 
the establishment of this schedule C is a forward and constructive 
step. It not only helps to draw the line between the career service 
and the policymaking area, but it also clarifies in the mind of the 
Federal worker the boundaries of the area within which he may serve 
as a career employee. 

Another step we are taking to define the career service is a review 
of positions previously excepted from the competitive civil service by 
schedules A and B. These positions are being reviewed and action 
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taken to (1) return them to the career service; (2) place them in the 
new schedule C; or (3) keep them in the excepted categories because 
it is not feasible to recruit for them under the competitive system. 
In connection with this study we are also analyzing the employment 
problems of overseas personnel who are today largely covered under 
schedule A. 

I also find an urgent need to improve qualifications standards for 
Federal employment. To me, this is the heart of the civil-service 
system. If we are to improve the quality of persons entering and 
advancing in the service, we must develo valid standards that will 
measure potential success on the job. e have already started on 
an accelerated program to improve and modernize our standards and 
to extend the use of our tests, and we plan to increase the tempo of 
this activity. 

One important phase of the Commission’s recent reorganization 
will result in greater consistency between qualifications and classi- 
fication standards. A new division in the Bureau of Programs and 
Standards will now develop both types, which were previously pre- 
es in two separate divisions. This division will consult with 

ederal agencies and our regional offices in developing the new stand- 
ards, and will insure that written tests are closely related to the 
standards program. 

Another serious problem is the lack of attention devoted to the 
development of career workers. I was surprised to discover that 
there has been little, if any, organized planning in Government such 
as there is in industry, to improve the performance and productivity 
of workers. Considerable emphasis has been placed in the past on 
recruitment and initial placement of Federal employees, but once on 
Government rolls, little, if any, attention is devoted to their develop- 
ment. 

I believe the subject of career development to be most important. 
The Federal Government is so large it can only be operated efficiently 
and effectively on a decentralized basis. The powers and authorities 
of the Civil Service Commission must be delegated to the departments 
and agencies but under general supervision and control. As in the 
case of any decentralized personnel system, this means simply that 
it is only as good as those persons to whom the responsibility is dele- 
gated. The personnel administrators in each department and agency 
must be fully competent and capable to undertake their tasks. While 
we have many competent administrators in the Federal service, there 
are not enough, and there is little provision made for training their 
successors. We must make extraordinary efforts to achieve an orderly 
promotion system and to recognize talent and superior performance 
along with incompetence. An integrated and established career de- 
velopment program is needed throughout the Federal service all the 
way fron: the first-line supervisor to the top-career administrator. 

The Commission already has underway the beginnings of a career- 


development program. Our job will be to furnish leadership in the 
promotion and maintenance throughout the Federal service of a sus- 
tained program under which the agencies will identify and select their 
most promising employees for career advancement. These employees 
will be afforded opportunity for self-development through special 
training on the job and planned work experiences. I am sure that such 
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a sound program will result in work of a higher quality being per- 
formed 4 ll the Federal service with the use of fewer employees. 

There are many other areas of personnel management that need 
attention. There is a need for a continuing study in determining 
means for appraising employee performance. Our separation and ap- 
peals procedures need overhauling so that we can provide management 
with the utmost flexibility without impairing the rights of Federal em- 
ployees. The present incentive awards program needs pulling together 
and strengthening to provide = motivation on the part of em- 
ployees so as to promote more efficiency and economy in the operations 
of our Government. As an integral part of these development pro- 
grams, the career worker must be made aware of his responsibility to 
perform his job efficiently and effectively. 

We also have been looking at the Federal pay structure. Here, too, 
much needs doing. For example, the Commission is recommending 
that all trades and labor employees—the so-called blue-collar workers— 
be paid on a prevailing rate basis. At present, some are paid under 
the uniform pay system of the Classification Act of 1949 while most 
others are paid locality rates. This makes for unequal treatment 
and poor morale. It might also interest you to know that we are 
now studying the feasibility of suggesting that one central authority, 
possibly the Commission, should be authorized to administer the 
system by which local job rates are established and paid. Now, each 
agency head has authority to set up his own system for determining 
local rates and for applying these rates to these blue-collar jobs. At 
this point it appears that significant improvements are possible in 
the means by which almost half of our Federal employees are paid. 
Other program areas affecting pay, in which the Commission has 
already determined that significant improvements can be made, deal 
with overtime, longevity, and dual compensation. 

I have highlighted some of the areas of personnel management that 
need attention. We have already done much in some of these areas; 
in others we are just starting. Our ability to carry out the planned 
program will depend upon the resources made available to us. One 
of the primary reasons for our reorganization was to establish a group 
of professional and technical workers who would have the know-how 
and the responsibility for aebhigh yam. programs for improved Federal 
personnel management. I am thoroughly convinced that the money 
we spend for this program naa activity will be more than paid 
for by increased employee efficiency and productivity throughout the 
Government. 

Another matter I wish to comment on is the decrease that has taken 
place in Federal employment. As a result of various steps to reduce 
Federal spending, the size of the Federal work force has declined 
steadily during the past year. On December 31, 1952, just prior to the 
time this administration took office, the total number of Federal em- 
ployees was about 2,563,000. At the end of last December—the latest 
statistics available—the employment level had dropped to approxi- 
mately 2,356,000—a decrease of 207,000. We expect that there will 
be some further reductions in Federal employment in the months to 
come. The President’s budget transmitted to the Congress last Thurs- 
day anticipates an average of some 33,000 fewer Government employ- 
ees to be on the rolls next fiscal year. These reductions for the most 
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part will be made through attrition or nonfilling of vacancies rather 
than by forced reductions such as have taken place. 

In the competitive service, the hiring activities of the agencies 
largely determine our workload for recruiting and examining. For 
this category of civilian employment, the Commission’s budget esti- 
mates show a decrease of over 100,000 employees during the next fiscal 
year—a much sharper reduction than is now indicated in the Presi- 
dent’s budget. Our estimates were made last summer for the express 
peepee of developing workload requirements in connection with our 

udget preparation. They were more in the nature of assumptions 
rather than estimates since there are no sources from which the Com- 
mission can obtain accurate estimates of anticipated employment in 
the Federal service that far in advance. In the light of information 
now made available with the release of the President’s budget, the 
workloads reflected in the Commission’s budget estimates are under- 
stated in terms of the Federal hiring activity that may take place next 
fiscal year. We are not proposing at this time, however, any changes 
from our budget request as submitted, but propose to wait and see 
what develops. 

Even with the expected cutbacks in Federal employment, however, 
it is anticipated that a large number of new workers will be brought 
into the Federal service during fiscal years 1954 and 1955 srusiaaler 
because of turnover in the staff engaged on continuing functions of 
the Government. It is estimated that the competitive new hire rate 
will average 18 percent both this fiscal year and next as compared 
to a 19.1 percentage rate for fiscal year 1953. Applying this rate to 
the estimated average employment level in the competitive service 
for fiscal year 1955 reflected in our estimates, rather than to the 
higher level in the President’s budget, results in approximately 355,- 
000 new hires to be made in the competitive service during next fiscal 
year, This will require the announcement of over 20,000 different 
examinations. In our investigations activity, also, our principal 
workloads are in proportion to the number of new persons who enter 
the Federal service. For this activity we estimate that approximately 
286,000 national agency check and inquiry cases and 8,200 limited 
security investigations will be made by the Commission under the 
new security procedures required by Executive Order 10450. 

The function of inspection of agency personnel operations and the 
audit of agency job-classification actions represent the enforcement 
activities of the Commission. With the substantial delegations of 
authority to agencies in the field of personnel administration, I feel 
it necessary for the Commission to have an adequate system of inspec- 
tion and review to insure that proper application of statutes, regula- 
tions, and standards is being carried out. 

This brief summary of the highlights of the program we propose 
for the fiscal year 1955 concludes my formal statement. After Com- 
missioners Moore and Lawton have concluded their statements, we 
shall be glad to discuss in as much detail as the committee may desire, 
any of the budget items or operating programs of the Commission. 


Mr. Puitures. Thank you, Mr. Young. 
Mr. Moore, do you have a statement you would like to make? 
Mr. Moore. No, sir, Mr. Chairman; I have no prepared statement. 
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Mr. Pumutes. Do you wish to add anything to what the chairman 
said? 


GENERAL STATEMENT OF CoMMISSIONER Moore 


Mr. Moore. Yes, Mr. Chairman. I should like to underline the 
splendid statement of the chairman and say that there are a few 
points which he developed which I should like to emphasize. 

First, it is the attitude of the Commissioners to seek ways and 
means of reducing present expenditures. That we have done, and 
I think that is reflected in our present estimates for fiscal year 1955. 
By that I mean we have determined that a reduction in our budget 
of $1,310,000 can be achieved. 

Also, under the leadership of the chairman we have reorganized 
the operations of the Commission on a more eflicient and effective 
basis. I feel this will not only improve our service to the public, 
but also we will achieve greater economies. 

In addition to that, as the chairman pointed out, we have eliminated 
three regional offices at a savings of about $425,000, which will not 
curtail service to the public or to the agencies or to the Congress, 
but will result in better operations at less cost. 

One way in which the taxpayer could look at the budget of the 
Civil Service Commission is to say that it represents about twenty- 
four one-hundred-thousandths of the total Federal budget expendi- 
tures. However, I prefer to look at it this way: that it represents 
the combined Federal income taxes paid by 52,126 families having 
a breadwinner making $4,200 annually with 8 dependents, or a 
husband and wife and 2 children. I think that the underlying 
key of our activities is service to the public, to the agencies, and 
to the Congress. I know certain statistics will be developed by our 
staff, but in just one activity let me illustrate the magnitude of our 
operations. It is estimated that during fiscal year 1954, 355,000 
new employees will be added to the payrolls. Under the revised 
budget estimates it is possible that it will be 395,000. 


ANNUAL RATE OF TURNOVER IN FEDERAL CIVIL SERVICE 


Mr. Tuomas. What do you contemplate your annual turnover will 
be during fiscal 1954 and 1955? 

Mr. Moore. That is computed on a basis of 18 percent of total 
employment in the competitive civil service. 

Mr. Tuomas. For the years 1954 and 1955? 

Mr. Moore. That is correct. It was 19.1, I think, for 1954, and 18 
percent 

Mr. Youne. 19.1 for 1953. 

Mr. Moors. That is right. We are projecting the 18 percent for 
1955. This will cause approximately 524,000 applications to be filed 
by persons who are seeking these positions. It will require about 
9,218 civil-service examinations to be given by the Civil Service 
Commission, in addition to those announcements and applications 
handled by boards of civil-service examiners throughout the country. 

On the basis of that work in this activity about 420,000 names of 
eligibles will be certified by the Commission offices to departments and 
agencies for the purpose of selecting the most qualified. 
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Also in this field, in this activity, there will be, it is estimated, over 
1,800,000 inquiries which the Civil Service Commission will be re- 
quired to answer, and as our experience has shown, these inquiries 
often require a great deal of attention and one cannot be determined 
as more important than another. 


LENGTH OF TIME INVOLVED BETWEEN EXAMINATIONS AND NOTIFICATION OF 
RESULTS 


Mr. Tuomas. The Commission is slow in answering those inquiries 
as a result of its inability to get the papers rated. I know a gentleman 
who had to wait 18 months. 

Mr. Moore. I am sure that when any matters of that kind are 
directed to the attention of the Commission, we shall take prompt 
action. 

Mr. THomas. How much are you going to cut down on the time lag? 

Mr. Moore. In my office it is about 5 days between the time a letter 
comes in and the time that it is answered. 

Mr. Tuomas. I mean from the time X takes an examination until 
he finds out whether he passed or is going to be placed or not because 
they are ultimately interested in whether they will be placed. How 
much is that time lag? 

Mr. Moore. It varies, of course, with the type of examination, it 
varies with the particular conditions, and it varies with the number 
of applicants. However, I would believe that 60 days to 90 days 
should be adequate in most examinations given by Commission offices. 
For those given by boards of examiners, I believe it would be a shorter 
period of time. 

Mr. Tuomas. I agree with you it is going to be adequate, but would 
you settle for 12 months? 

Mr. Moore. I certainly will do all I can. 

Mr. Proicurs. A man takes an examination. What is the average 
time before he is notified about the result of that examination ? 

Mr. Moore. As I say, Mr. Chairman, it does depend upon the type 
of examination. In postmaster examination I would estimate 30 to 
45 days. 

Me Prius. What kind of examination would take longer? 

Mr. Moore. In those examinations where 15,000 applicants apply 
the rating process takes quite a bit longer period of time—just the 
mechanical operations of computing the scores and rating the 
applicants. 

Mr. Puturs. What is the longest time involved between the taking 
of the examination and notifying the man who has taken it? 

Mr. Moore. Mr. Chairman, I don’t know the answer to that ques- 
tion, but I will be happy to get it for you. 

Mr. Wituiams. The most recent study of examinations announced 
by Commission offices, including nationwide announcements, was made 
about 6 months ago, and the average was between 90 and 120 days. 
The period for examinations announced by boards would be much 
shorter. 

Mr. Puicures. Four months? 

Mr. Wituiams. Between 3 and 4 months. That study took in all 
kinds of examinations, examinations where probably 100 to 150 people 
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had filed, and exams where, for example in New York City, 50,000 
had filed. ie 

Mr. Putuires. If Mr. Moore says post-office examinations are done 
in 3 or 4 months, then it means that you must have an average up 
around 6 or 8 months on some of those; not an average but a reply in 
6 or 8 months? 

Mr. WituiaMs. Some will take that time because the candidates get 
a personal investigation. We send investigators out. The high-level 
examinations, particularly the administrative-officer type, get a per- 
sonal investigation as to the background of the individual, and those 
take about the longest period of time of any. 

Mr. Corron. That does not include loyalty examinations? 

Mr. WituraMs. That time does not include loyalty investigations 
unless it is a part of the preappointment check for a sensitive position. 

Mr. Pumutes. The loyalty check is included in the preliminary ex- 
amination for a sensitive position ¢ 

Mr. WituiaMs. The time that I mentioned normally includes only a 
personal investigation of the background of the individual to deter- 
mine whether he is qualified for the position or not. 

Mr. Pututrs. Mr. Moore, have you finished your statement ? 

Mr. Moore. Yes, sir; I have. 


GENERAL STATEMENT OF COMMISSIONER LAWTON 


Mr. Putuirs. Mr. Lawton, do you have anything to say ? 

Mr. Lawton. I have very little to add to the statements made by 
my two colleagues. 

The estimate that was presented to you for the 1955 budget of the 
Commission, I think, is representative of the efforts that have been 
made to reduce costs. It also takes into consideration in 1 or 2 in- 
stances the fact that we have a job to do of improving the quality 
of the performance of the career civil servant, and I think that as this 
general budget situation stabilizes on the domestic front, the improve- 
ment in personnel costs is going to be through a better quality of 
performance. 

You can get reductions in quantity if you can improve the quality. 
I think that the improvement of training, the development of better 
supervisors, better workers, is the answer to a continued reduction 
in personnel and improvement in Government efficiency of operation. 


TOTAL NUMBER OF CIVIL SERVICE AND NON-CIVIL SERVICE EMPLOYEES 


Mr. Pros. Thank you very much, gentlemen. How many em- 
ployees of the Federal Government are there today and how many 
of those are under civil service and how many are not? 

Mr. Younc. The figure in my opening statement as of December 
31 is 2,356,000. 

Mr. Puiiires. How many of those are under civil service? 

Mr. Youna. The competitive service figure is 2,040,000. 

Mr. Purttares. Now let me get this clearly in my mind. The non- 
status employees are the difference, 316,000. Have you included all 
of schedule A ? 

Mr. Youna. The total figure includes schedules A. B, and C as well 
as the excepted systems like the Atomic Energy, TVA, and so forth. 
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Mr. The 2,356,000 includes the Atomic Energy? 
Mr. Youne. Worldwide total of people on the Federal payroll. 
Mr. Yates. The civilian branch only, it does not include military ? 
Mr. Youna. It does not include military, no. 

Mr. Puttuirs. They are not protected by civil service. Then that 
figure should be deducted from that and added to the 316,000? 

Mr. Youne. No, sir, the 2,356,000 is composed of the 2,040,000 which 
is in the strictly competitive service and 316,000. in the excepted 
service. 

Mr. Puuiies. Then I misunderstood. The first group is under civil 
service ? 

Mr. Youne. Yes, sir. 

Mr. Pussies. It does not include Atomic Energy ? 

Mr. Youna. That does not include any of the excepted systems. 

Mr. Pintuxies. Does it include schedule A? 

Mr. Young. Not the 2,040,000. 

Mr. Prutures. It does not include schedule C? 

Mr. Youne. No, sir. 

Mr. Putiirs. Of all the people who are not under civil service the 
total is only 316,000? 

Mr. Youna. That is right. 

Mr. Puutirs. Does it include all the Foreign Service ? 

Mr. Young. All civilians overseas outside of the regular career 
Foreign Service are in schedule A and, therefore, included in the 
316,000. 

Mr. Puiuirs. Does it include the CIA? 

Mr. Youne. CIA would not be included in the total; that is the 
only one, I believe. 

Mr. Wu1aMs. That is the only agency not required to report 
employment figures. 

Mr. Puiuies. TVA is in the 2,356,000 ? 

Mr. Youns. That is right. 


ANTICIPATED REDUCTION IN TOTAL NUMBER OF FEDERAL EMPLOYEES 


Mr. Puitures. There are 1 or 2 things in the chairman’s statement 
to which I would like to refer. I am not clear about an item on page 
8:“The President’s message anticipate an average reduction of 33,000.” 
Below that statement I read this, that you estimated there would be a 
decrease of 100,000. 

Mr. Youna. That was our guess last summer before the 1955 appro- 
priation estimates were available, agency by agency. The amounts 
requested by the agencies and appropriated by the Congress neces- 
sarily determine what the Federal employment level is going to be. 
We originally anticipated and our budget proposals here are based -——— 

Mr. Puiurrs. Your 100,000 then was not a voluntary reduction, 
nor a reduction by attrition but a reduction by decreasing workload 
or removal of employees who were in effect not doing necessary work / 

Mr. Youna. Or more efficient management. Our estimate is based 
on the assumption, that there would be a 5 percent reduction in 1955 
in the payroll. 

Mr. Puttutrs. One page 9 of your statement you stated you expect 
to give examinations to 355,000 people. Do you mean you have 355,000 
people who are leaving the service for some reason of their own who 
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will be replaced? In addition you have 33,000 people who are leaving 
who will not be replaced. You expect 388,000 people to leave the 
Federal service out of 2,040,000? 

Mr. Youna. No; that is not correct, Mr. Chairman. We are putting 
two different things together. The 355,000 turnover that we expected 
to have, or rather forecast last summer, was based on the original 
Commission estimates of a 100,000 drop. The 33,000 drop in fiscal 
1955 is what is reflected by the President’s budget as transmitted to 
the Congress. So the two things are not quite comparable. 

If we stick to the 355,000 figure, an 18-percent turnover of personnel 
on the Federal payroll will reflect that that number will heave the 


Government service. Probably more if the overall total is reduced. 
Mr. Pures. I do not understand it that way from your statement. 
There is no question that you expect 388,000 people to leave the service 
of which you will replace 355,000? 
Mr. Youne. Or slightly more, as Mr. Moore pointed out. 


NUMBER OF CIVIL SERVICE EXAMINATIONS TO BE OFFERED 


Mr. Putuies. Three hundred and sixty-five thousand people, he 
gave. What was the figure for the number of people, and I think 
Mr. Moore gave it, whom you expect to examine for these places that 
you are replacing ? 

Mr. Youne. Did you get the figure on that? 

Mr. Moore. It is estimated that 524,000 applications will be received. 

Mr. Puturs. That is the total number of people taking the exam- 
ination 

Mr. Moore. That is right. 

Mr. Putiuirs. To fill how many positions? 

Mr. Moore. To fill the 355,000 positions which we have estimated 
will be filled or, based on the President’s budget estimates, possibly 
365,000 positions. 

Mr. Putiuies. What is confusing me is that according to your state- 
ment you are giving exams to people who are in positions that are not 
under civil service. You have 2,360,000 on which you take your 18 per- 
cent attrition; that necessarily includes people who are not under civil 
service and your figures for the number of people leaving and for the 
number of people you are examining for the places you will refill. 

Mr. Youna. The 18 percent is based on 2,040,000, 

Mr. Wuu1aMs. I think you are not comparing like items, Mr. Chair- 
man. The total number of people to be hired based on these estimates 
will be examined not only by the Civil Service Commission but pre- 
dominantly by the boards which we administer. The number of appli- 
cations which was mentioned by Commissioner Moore is the number 
of applications which the Civil Service Commission will process 
through its own shop to place the number of people the Civil Service 
Commission will place from its register. It has no direct relation to 
the 355,000. 

The Commission itself, through its own resources, its own registers, 
its own examinations, except to place about 80,000 people out of this 
355,000. Now to place these 80,000 people we will announce through 
the Commision’s own resources roughly about 9,200 examinations. 

Mr. Puiuutes. They will be taken by 524,000 people? 
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Mr. Wiuu1aMs. Yes. The boards will announce the balance of the 
examinations, and they will process many times more applications than 
the Commission will. 

Mr. Pures. Now I think I am more confused than I was before 
because you are only filling 80,000 people, or rather positions, out of 
your own competitive examinations ¢ 

Mr. WituiaMs. Of the total to be required during 1955. 

Mr. Putirres. You have to examine 524,000 to get. 80,000 people? 

Mr. WituaMs. We anticipate that will be the number to take our 
examination. You understand that we have no control over the 
number of persons who file. 

M + Prius. I understand that. You have at least 355,000 places 
to fill 

Mr. Yes, sir. 

Mr. Puimurs. Do you mean to say if I deduct 80,000 from 355,000 
that that leaves 275,000 people who are not under civil service or 
transferred 

Mr. Wuu1aMs. They will be under civil service. They will be 
placed through boards of examiners. 

Mr. Pritiirs. Will they be given civil service status ¢ 

Mr. Wruuiams. Oh, yes. We have money in our budget to admin- 
ister a board program. We have roughly 800 civil service boards 
which are in effect small civil service commissions. operated within 
the agencies. They service the needs of their own agencies by con- 
ducting the examinations for positions which are peculiar to that 
agency. 

Mr. Anprews. Does the post office do that? 

Mr. WiuttaMs. In part. The post office is a good example except 
that we do more for the post office boards than for the others. 

Mr. Anprews. The representative for your agency, who is a post 
office employee, announces and conducts the examination but does not 
rate the papers? 

Mr. WituiaMs. That is correct. 

Mr. Puitires. How much of the cost of the examination announce- 
ment, and so forth, in the post office is borne by you ? 

Mr. WituiaMs. To the extent of the work we do on a given post 
office examination I could not give you any precise figures. 

Mr. Puivuips. It is after the examination papers reach you that 
your expenses start? 

Mr. Wiutiams. We announce the examination first of all. We 
develop the examination announcement, and distribute it in the par- 
ticular locality where they are going to set up a post. office register. 
The candidates report to the post office, the post. office conducts the 
examinations using our test material. 


SaLarres AND Expenses 


JUSTIFICATION OF THE ESTIMATES 


Mr. Pututrs. Now referring to page 8 of the chairman’s statement 
and comparing it with the table on e 2, and incidentally that will 
be put in the record at this point. In fact, I think we ought to give 
a complete picture of the civil service functions and responsibilities 
for fiscal year 1955, subject to such eliminations as may be worked out 
between you and our clerk to avoid duplication, not only within other 
statements but also questions which come up later on. 
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Mr. Young. Yes, sir. 
(The information referred to follows :) 


Comparative summary of appropriation estimates 


Authorized | Estimated Changes 


Appropriation title fiscal year | fiscal year —) 1955 
1955 estimates 
over 1954 


Salaries and expenses, Civil Service Commission-_-__._____-_- $17,000,000 | $15,690,000 | —$1, 310, 000 


Investigations of United States citizens for employment by 

intepnational orgamiantions................................. 1, 200, 000 900, 000 —300, 000 
Annuities under special acts, Civil Service Commission______. 2, 500, 000 2, 354, 000 —146, 000 
Payment to Civil Service Retirement and Disability Fund 


(increases in annuities), Civil Service Commission... _.__.- 31, 397, 000 29, 623, 000 


—1, 774, 000 


Salaries and expenses appropriation—Comparative summary by activity 


Changes (+) 

or (—) 1954 
Activity 1954 1955 compared 
with 1955 


$5, 345, 900 $5, 127, 000 $218, 900 
2. Investigation of character and fitness for employment _- --- -- 3, 380, 600 2, 929, 400 —451, 200 
i a 1, 419, 800 1, 225, 200 — 194, 600 
4, Administration of the retirement system ___-__--..- : 1, 312, 800 1, 318, 000 +5, 200 
Service records. _................ 360, 000 337. 400 —22, 600 
850, 000 850, 000 

7. Regulatory, appellate, and advisory functions... . 1, 200 861, 000 —70, 200 
8. Executive and administrative services..............-....--- 1, 155, 800 1, 078, 000 -—77,8 


14, 756, 100 13, 726, 000 —1, 030, 100 
Other objects of expenditure. ....................-.--.-...---. 2, 243, 900 1, 964, 000 —279, 
Total, appropriation or estimate_-.-...............----- 17, 000, 000 15, 690, 000 —1, 310, 000 
Number of positions: 
1, 694 1, 613 


Field offices 


1,519 1, 366 —153 
3, 213 | 2,979 —234 


ACTIVITY 1—RECRUITING AND EXAMINING 
CENERAL STATEMENT 


The principal functions of this activity are to: (1) Provide for the recruiting, 
examining, and placement of applicants for positions in the competitive civil 
service; (2) provide leadership in the development and better use of Federal 
employees; (3) provide general assistance and employment counseling service 
to veterans and veterans’ organizations in connection with the preference rights 
and benefits prescribed by the Veterans’ Preference Act of 1944, as amended; 
and (4) administer a positive program to eliminate discrimination in the Fed- 
eral service, and to hear appeals from Federal employees and applicants who 
allege discrimination because of race, color, or religion. 


PERSON NEL REQUIREMENTS 


The average number of positions and net salary costs for this activity are 
shown in the following table: 


1953 actual 1954 authorized 1955 estimate 


Average Average Average 
number of Cost number of Cost number of Cost 
Positions positions positions 


453 
Regional offices 


$2, 140, 134 474 | $2, 326, 976 468 
705 | 3, 123, 337 682 | 3,018, 924 632 


speneet 1,158 | 5, 263, 471 1,156 | 5,345, 900 


$2, 326, 700 


5, 127, 000 


| 

2800, 300 

Total, activity 1,100; 
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Comparative summary statement by function 


1953 actual 1954 authorized 1955 estimate 


Average Average 
number of number of Cost Cost 
positions positions iti 


Commission recruiting and 
examining: 
Recruiting 
Examining. 
Registering. ............ 
Certifying and auditing... 


S225 


Subtotal, Commission 
recruiting and exam- 
ining : ‘ , 092, 543 | 2, 207,076 
Board of E vanainens program. . 892, 080 
Developing and administer- 
ing programs, policies, and 
Career development program. 141, 891 
Qualifications standards and 
tests 
Answe inquiries 
Medical wore 


22 


Subtotal, recruiting pee! 

e xamining - aie 25 5, 121, 267 
Veterans’ counseling service. - 30 27 193, 133 
Fair Employment Board. 31, 500 


Total, activity 1.....-.- 5, 263, 471 5, 345, 900 


Workloads and unit costs 


1953 actual 1954 authorized 1955 estimate 


Cost per 
unit 


Cost per Pr sed Cost per 
unit unit 


Processed 


Processing applications 573, 715 72 524, 215 
Number of names certified : R 433, 517 1,09 419, 581 
Answering inquiries R 2, 036, 234 .37 1, 873, 769 


The Commission has the responsibility placed upon it by the Civil Service 
Act of 1883 and the Veteran Preference Act of 1944, for developing and operating 
a merit system for filling Federal jobs. The Commission's responsibility for re- 
cruiting and examining covers the filling of jobs by employees within the service 
or by applicants from the general public. The principal objective of recruiting 
and examining in a merit system is to meet the employment needs of the Federal 
service with the best qualified of all available persons. 

The Commission's recruiting and examining program is based on the assump- 
tion that Federal civilian employment in the competitive service will continue to 
decline from 2,137,705 on June 30, 1953, to 2,025,000 by June 30, 1954, and 1,925,000 
by June 30, 1955. This is a net reduction in the competitive service of 100,000 
employees in fiscal year 1955. Even with the expected cutbacks in Federal 
employment, however, it is anticipated that a large number of persons will be 
brought into the competitive service during fiscal years 1954 and 1955 principally 
because of turnover in the staff engaged on continuing functions of the Govern- 
ment. It is estimated that the competitive new hire rate will average 18 percent 
in both fiscal years 1954 and 1955. The new hire rate for fiscal year 1953 was 19.1 
percent. Applying this rate to the average employment for the competitive serv- 
ice will result in the following workload estimates: 


63 | $263, 909 68 | $292, 450 56 
227 959, 168 223 984, 691 197 
| 134 463, O85 129 458, 853 114 
109 406, 776 123 471, 082 109 ; 
476 | 1, 
173 
36 
3| 
87 47 ( 
158 66 
44 26 
48 22 
1,070 | 4, 907, 660 
26 187, 840 
4 31, 500 , 
1,100 | 5, 127, 000 
$1.63 
98 
.35 


Fiscal year | Fiscal year 
1054 1955 


Average employment in competitive service 2, 078, 000 1, 975, A. 


Average annual new hire rate (percent) X18 


Total new hires 374, 040 355, 500 


The basic objective for fiscal years 1954 and 1955 is to provide a recruiting and 
examining program which will insure that, to the maximum extent practicable, 
persons entering the competitive service do so under merit-system principles. 
The following table shows how this objective will be accomplished in terms of 
hiring workloads—by Commission offices, boards of examiners, and agencies. 


Distribution of new hires in the competitive service 


Fiscal year | Fiscal year 
1953 1954 


Gross total new hires 
Less appointments in lieu of reinstatement-__.__......_.-.--- 


By 
By Boards of Examiners 
By agencies 


The size and scope of Federal recruiting and examining needs require that 
a large part of the actual recruiting and examining operations be conducted on 
a decentralized basis in order to quickly meet specific hiring needs of agencies. 
Decentralization of much of the recruiting and examining work has been at- 
tained through the use of approximately 800 boards of United States civil-service 
examiners located at larger agency installations throughout the country. Ap 
proximately two-thirds of the 355,000 new hires in fiscal year 1955 will be 
processed by these boards. 

To administer a decentralized board system properly requires frequent per- 
sonal visits to the boards by Commission personnel (1) to organize and train 
new boards, (2) to make certain that needed board examinations are announced, 
(3) to train new board members who have been added due to turnover in the 
regular membership or because additional members are required for special 
examinations, and (4) to check on the quality and accuracy of board work and 
their observance of requirements of civil-service law and regulations. 

While it is the Commission’s objective to use boards of examiners wherever 
they are most effective, the Commission’s own offices provide examinations to 
cover situations where board operations are not practicable. For example, the 
Commission announces examinations to meet the common needs of all agencies 
when necessary to prevent unwarranted duplication, or it supplies the needs of 
an installation that is so small or has such infrequent hiring needs in some 
occupations that board examinations are uneconomical or inefficient. Also, 
Commission offices announce all examinations for the post-office service. 

In addition to the programs mentioned above, the Commission, as the central 
personnel agency for the Government, devotes an appreciable amount of its re- 
sources on the following: 

(a) Developing and administering programs, policies, and regulations con- 
sisting of (1) planning and developing policies, programs, and regulations gov- 
erning recruitment and appointment in the Federal service, (2) developing or 
reviewing and evaluating proposed legislation affecting the employment of Fed- 
eral personnel, (3) preparing instructions, procedures and handbooks implement- 
ing new or revised recruiting and examining programs, (4) determining methods 
of forecasting Federal hiring needs, and (5) assisting appointing officers in Wash- 
ington and throughout the field service in interpreting and applying legislation 
and regulations governing Federal employment. 

(6) Career development program: On May 1, 1953, the President issued Execu- 
tive Order 10452 which directs the Chairman of the Commission to undertake 
on behalf of the President, and in collaboration with the Bureau of the Budget, 


Fiscal year 
1955 

51, 600 50, 000 50, 000 

367, 674 324, 040 305, 500 

| 82, 363 93, 440 88, 045 

241, 309 198, 200 186, 955 

| 44, 002 32, 400 30, 500 
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a program designed to raise the level of effectiveness of personnel management 
in the executive departments and agencies, to improve steadily all civilian per- 
sonnel management among the executive departments and agencies. 

The funds available in fiscal year 1954 are inadequate to carry out the full 
intent and import of the Executive order. The funds available in previous years 
have been used to provide limited assistance to agencies in connection with their 
placement, promotion, and executive development work. 

In order to undertake the required planning and development work, which will 
be required to give force and effect to the President’s directive an increase is 
requested for fiscal year 1955. These funds will be devoted to the work of de- 
vising and setting up an integrated program of career development for Federal 
employees in all agencies. The program will tie together the identification, 
training, and promotion of the best Federal employees at all levels—new em- 
ployees, supervisors, middle management and executives. 

(c) Qualifications standards and tests consisting of (1) developing new quali- 
fications standards, (2) preparing new assembled tests and additional series of 
existing tests, and (3) adapting existing standards and tests to jobs which in- 
volve new combinations of duties and responsibilities. 

The caliber and potential of persons recruited or promoted in the entire civil 
service are directly related to the effectiveness of the Commission’s qualifica- 
tion standards and tests. Many present qualification standards are outmoded. 
They do not effectively identify in terms of present-day job requirements which of 
the available candidates will do the best work. Because of this, the Commission 
believes that an intensive program of basic standards improvement is necessary. 

The resources available in fiscal year 1954 and previous years have been barely 
enough to do necessary maintenance work on standards, i. e., adapting existing 
standards to new examining situations and constructing additional series of ex- 
isting tests. This unavoidable volume of maintenance work on standards and 
tests has made it impossible in the past to devote any significant amount of re- 
sources to basic research and development. 


ACTIVITY 2—INVESTIGATIONS OF CHARACTER AND FITNESS FOR EMPLOYMENT 


GENERAL STATEMENT 


The Civil Service Commission under Executive Order 10450 conducts national 
agency checks and inquiries of appointees to nonsensitive positions in the Federal 
service. Limited personal investigations are made when a national agency 
check and inquiry case develops adverse security information. The results of 
these investigations are furnished to the departments and agencies in order that 
they may make security determinations in connection with retention of em- 
ployees. The results of these investigations are also used by the Commission in 
determining general suitability for Federal employment. If the Commission 
develops derogatory information regarding subversive interests or activities 
or related matters the case is referred to the Federal Bureau of Investigation 
for a full field investigation as required by Executive Order 10450. 

The Commission also conducts other personal investigations in several types 
of cases: (1) Appeals from veterans, (2) candidates for postmaster appoint- 
ments, (3) qualification investigations of applicants for top-level positions, and 
(4) instances of fraud or collusion in civil-service examinations, and complaints 
of discrimination because of political affiliation or marital status. 


PERSONNEL REQUIREMENTS 


The number of positions and salary costs for this activity are shown in the 
following table: 


1953 actual 1954 authorized 1955 estimate 


Average Average Average 
number of Cost number of Cost number of Cost 
Positions Positions positions 


Central office... .........-..-- 367 | $1, 424, 799 330 | $1, 219, 263 297 | $1, 092, 660 
829 | 3,362, 955 552 | 2, 161, 337 473 1, 836, 740 


1, 196 882 | 3, 380, 600 770 


| 2, 020, 400 
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Comparative summary statement by function 


1953 actual 1954 authorized 1955 estimate 


Average Average Average 
number of Cost number of Cost number of Cost 
Positions positions positions 


National and 

inquiry cases_. $1, 949, 948 t, $1, 600, 730 : $1, 472, 930 
Files activities 504, 648 499, 285 390, 310 
Limited security in vestiga-. 

tions 865, 541 336, 840 ( 317, 680 
Qualifications investigations 182, 658 181, 195 
Veterans’ Preference Act cases. 125, 909 101, 520 
Merit system 219, 322 189, 920 
Postmaster candidates ____- 168, 860 235, 170 
Special suitability determina- 

tion cases. 113, 960 110, 540 
Civil service personnel back- 

Operational services. 121, 021 94, 300 
Loyalty boards 508, 675 31, 100 


Total obligations.....__- 4, 787, 754 | 3, 380, 600 


Workloads and unit costs 


1953 actual | 1954 authorized 1955 estimate 


, Cost per Cost per 
Processed t unit : unit 


National agency check and 
cases 


Limited security investigations. 

ons investigations 
eterans’ Preference Act cases 
Merit system cases 

Postmaster, candidate: 


» 
» 
S$ 


National agency check and inquiry cases 

Executive Order 10450 provides that for appointees to positions in the executive 
branch of the Government there shall be an investigation consisting of not less 
than a national agency check and written inquiries. The national agency check 
includes the files of the House Committee on Un-American Activities, the Federal 
Bureau of Investigations files including the Bureau’s fingerprint files, the intel- 
ligence files of the Armed Forces, and the files of the Civil Service Commission. 
The written inquiries cover local law-enforcement agencies, former employers, 
and supervisors, references, and schools attended by the employee. The employ- 
ing agency is notified of the results of the national agency check and written 
inquiries. 

When these checks and inquiries develop information which presents a ques- 
tion of subversive interest or activities or related matters the case is submitted 
to the Federal Bureau of Investigation for a full-field investigation. 

Files activities 

Executive Order 10450 provides for the establishment and maintenance within 
the Commission of a security-investigations index containing records of all per- 
sons concerning whom security investigations have been conducted by any depart- 
ment or agency under the order. The central index established by Executive 
Order 9835 was made a part of this security-investigations index. A record is 
received of each security investigation initiated in the executive branch showing 
the name-of the person investigated, adequate identifying information, and the 
department or agency conducting the investigation. Each department or agency 
also reports to the Commission the security decision made in cases investigated 
either by the Commission or by the department or agency. 


t 
l 
l 
Work items 
408, 856 286, 348 $5.14 
Ja 18, 721 8, 254 38. 00 
at 898 1,090 151. 00 
1,444 1,311 77.00 
sd 2, 437 2,100 77.00 
= 2, 522 1, 423 87.00 
adete ation 
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Upon receipt of a report that an investigation is being initiated by a depart- 
ment or agency the Commission searches the security-investigations index and 
reports to the department or agency the results of the search, so that any previous 
investigation may be utilized to prevent duplication of investigative effort. This 
file is supplemented and complemented by other investigative files maintained by 
the Commission. 


Limited security investigations 

These cases originate as national agency check and inquiry cases under Execu- 
tive Order 10450. When a national agency check and inquiry case develops 
adverse security information, other than that requiring full field investigation 
by the Federal Bureau of Investigation, a limited personal investigation is made 
by the Commission to resolve the question in cases of appointees to positions 
in the competitive service, and in cases of appointees in excepted positions, for 
agencies not having investigative facilities. 


AcTIVITY 3—ADMINISTRATION OF THE POSITION CLASSIFICATION SYSTEM 
GENERAL STATEMENT 


The functions in this activity are authorized by the Classification Act of 1949 
and Executive Order 10,000. They include preparing classification standards 
which serve as guides to the departments and agencies in classifying positions 
subject to the act; recommending classification for all positions in the three 
highest grades of the pay schedule; auditing a sufficient number of agencies’ 
classification actions to insure compliance with published standards ; preauditing 
allocation requests ; reviewing position classifications upon request by an agency 
or individual; preparing regulations for periodic pay increases, longevity in- 
creases, and rewards for superior accomplishment; preparing regulations on 
night, overtime and holiday pay ; making special studies to determine allowances 
and pay differentials for positions in Territories and island possessions, and fixing 
maximum stipends for special groups of positions such as hospital interns and 
student nurses. 

PERSONNEL REQUIREMENTS 


The average number of positions and salary costs for this activity are shown in 
the following table. 


1953 actual 1954 authorized 1955 estimate 


Average Average Average 
number of Cost number of Cost number of Cost 
positions Positions Positions 


Central office 98 $581, 929 lll $653, 991 95 
796, 446 


’ $555, 025 
Regional offices 152 140 | — 765, 809 122 670, 175 
Total, activity 3 250 | 1,378,375 251 | 1,419, 800 1, 225, 200 


Comparative summary statement by function 


1953 actual 1954 authorized 


Average Average 
number of Cost number of 
positions Positions 


Establishing and issuing allo- 

cation standards $167, 325 
Conducting audits 1, 035, 892 
110, 287 
Pay administration... 64, 871 


Total, activity 3........ 1, 378, 375 1, 419, 800 


( 
] 
‘ 
} 

1955 estimate 
Average | 
Cost number of Cost 
Positions 

26 $167, 077 $112, 240 

189 1, 047, 072 1 935, 585 

26 140, 776 21 112, 500 

10 64, 875 10 64, 875 

| 217 1, 225, 200 
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Workloads and unit costs 


1953 actual | 1954 authorized 1955 estimate 


Conducting audits. _ 


Establishing and issuing allocation standards 

The Classification Act of 1949 requires that the Civil Service Commission, after 
consultation with the departments, shall prepare and publish standards for 
placing positions in their proper classes and grades. The primary purpose of 
these standards is to provide all agencies with uniform requirements upon which 
to classify positions and to enable the Commission to review agency classifica- 
tion actions. In preparing such standards, the Commission is required to define 
the various classes of positions in terms of (1) duties and responsibilities, (2) 
qualification requirements, and (3) titles and grades. The law also requires 
that published standards shall be maintained on a current basis so that as nearly 
as practicable positions existing at any given time within the service will be 
covered by current standards. 

The major purpose of a common set of standards required by the Classifica- 
tion Act of 1949 is to secure as nearly as practicable uniform allocation of like 
positions within the same agency, and among different agencies and their various 
field offices or installations. Many more new classification standards are needed 
for uniform and effective nationwide administration of the act. As a general 
rule, the Commission does not intend to prepare standards for very thinly popu- 
lated classes of positions, or for one-position classes unless there is a good reason 
for doing so ir. a particular case. With increased emphasis, however, on position 
classification standards in administration of the act, there is an increased need 
to cover all substantially populated classes by standards and to keep the whole 
body of standards up to date as the law requires. Many of the standards already 
published are in need of revision because of technological and other changes 
in the occupations covered. 

The standards program for fiscal year 1955 is continued at the same rate of 
production, 610, as programed for 1954. 


Conducting audits 


The Classification Act of 1949 delegates to each department and agency re- 
sponsibility for classifying its positions in accordance with standards issued by 
the Commission. The Commission is required by the act to review from time 
to time a sufficient number of positions in each agency to determine that classi- 
fications are in conformance with published standards. Position classifications 
which are found to be improper are reported to the agency so that it will take 
corrective action. When necessary, the Commission orders corrective action 
and it may suspend or revoke the classifying authority of the agency. 

The Commission’s audit provides the principal means through which the exer- 
cise of authority delegated to the agencies by the act can be reviewed for con- 
formance to standards set by the Commission. In making these audits the Com- 
mission helps the departments and agencies to do a better position classification 
job so that the need for corrective action will be held to a minimum and the 
Commission can direct its resources at problem areas. 

» During 1953, of the positions desk-audited, approximately 28 percent were incor- 

rectly classified. The majority were classified too high. The results of the 
findings of the audit program during 1953 indicate the definite need of continu- 
ing the audit program at a level which will be consistent with the Commission’s 
responsibilities under the act. 


Activity 4, ADMINISTRATION OF THE RETIREMENT SYSTEMS 
GENERAL STATEMENT 


The administration of the Civil Service Retirement Act, the Panama Canal 
Construction Annuity Act, and the Lighthouse Service Widows’ Benefit Act are 
provided for in this activity. 


Cost per 
Pe 118, 980 | $8.71 | 123, 185 | $8. 50 116, 948 $8. 00 
| 1, 138 | 96. 90 1, 533 91. 80 1, 500 75. 00 
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The work performed in administering the Civil Service Retirement Act consists 
largely of (1) Adjudicating annuity and death claims, (2) making refunds to 
former employees of amounts to their credit in the fund, (3) determining credit- 
able service for retirement purposes, (4) maintaining all necessary accounting 
and control records to properly administer the fiscal activities of the fund, in- 
cluding receipts from employees and Government contributions, payments to 
annuitants, survivors and other claimants, maintaining individual retirement 
record accounts, (5) making actuarial studies, and (6) answering inquiries. 

The administration of the Panama Canal Construction Annuity Act and the 
Lighthouse Service Widows’ Benefit Act requires the Commission to adjudicate 
and pay claims to persons entitled to benefits under these acts. 

The functions of this activity are all performed in the central office of the 
Commission. 


Comparative summary statement by function 


1953 actual 1954 authorized 1955 estimate 


Average Average Average 
number of Cost number of number of 
positions positions Positions 


Processing annuity and death 

claims - aw $350, 354 
Processing refund claims_____- 127, 118 
Processing service credit 

claims. . . 57, 053 
Maintaining control accounts. 121, 284 
Maintaining the annuity roll_- 103, 245 
Maintaining file of retirement 

record cards. 123, 862 
Answering inquiries... 189, 662 
Making actuarial studies, ete. 58, 400 
Mail and files services 117, 852 
Handling retirement medical 

examinations. 69, 318 


Total, activity 4 1, 318, 148 1, 312, 800 


Workloads and unit costs 


1953 actual 1954 authorized 19 ffestim 


Work items 
Cost per Cost per 
unit 7 unit 


Processing annuity and death 
claims. 

Processing refund claims 

Processing service credit claims 

Maintaining the annuity roll 

Answering inquiries - 179, 678 

Handling retirement medical ex- 
aminations 18, 021 


Activity 5—Service Recorp 
GENERAL STATEMENT 


The principal items of work in this activity are (1) maintaining the service 
histories of present and former employees of the Federal service, (2) determining 
eligibility for competitive civil-service status, (3) establishing and administering 
rules and regulations governing the reporting of agency personnel actions, (4) 
maintaining records and control of positions in the apportioned service, (5) 
considering and acting on agency requests for appointments under schedule B 
of the civil service regulations, and (6) answering inquiries on all service record 
matters. 

The service record file maintained by the Commission is the only central file 
of service records of employees of the executive branch of the Federal Govern- 
ment, It now contains the records of approximately 16,650,000 present and former 
employees of the executive civil service. 


Ser 
Au 
Pro 
Ans 
Functions 
Cost 
| 70 | $353, 200 70 $353, 200 Pro 
31 125, 100 31 125, 000 Rec 
| 13 58, 200 13 58, 200 = 
27 122, 000 27 122, 000 Pos 
29| 112, 500 31 122, 400 
37 124, 000 37 124, 000 =i 
39 179, 100 39 179, 100 
10 49, 709 9 45, 200 
36 118, 600 36 118, 600 
14 70, 300 14 70, 300 
307 | 1,318, 000 sh: 
tm 
to 
an 
| sta 
— ab 
tia 
sta 
$6. 78 52, 633 $6. 71 52, 633 $6.71 
86 145, 174 145, 000 86 
2. 56 22, 779 2.56 22, 750 2.56 of 
253, 606 277,174 th 
1.06 179, 077 1.00 179, 100 1.00 to 
3.85 18, 260 3.85 18, 260 3.85 th 
ne 
in 
Cer 
Reg 
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Comparative summary statement by function 


1953 actual 1954 authorized 1955 estimate 


Average Average Average 
number of Cost number of , number of 
positions Positions positions 


Service record file 57 $193, 379 
Auditing agency personnel 

actions... 4 14, 891 
Processing status cases 2B 102, 824 
Answering general inquiries. _- 24 107, 788 


Total, activity 5 418, 882 


Workloads and unit costs 


1953 actual | 1954 authorized 1955 estimate 


Work items 
= ost per ost per 
Processed unit Processed | unit 


Processing material into file_.._____. .08 | 1, 612, 164 
Requests for service records 4, 53% ‘ 

Auditing agency personnel actions __- 
Pre-audit status cases 

Post-audit status cases 

87,178 


ACTIVITY 6—INSPECTION SERVICE 
GENERAL STATEMENT 


The size, scope, and complexity of the Federal service require that the major 
share of personnel administration be conducted on a decentralized basis by the 
agencies and departments. The Commission, as the central personnel agency of 
the Federal Government therefore delegates certain of its personnel authorities 
to the Federal agencies to the extent consistent with law and the economical 
and efficient administration of the Government. The Commission also issues 
standards for agency personnel management programs designed to help bring 
about the best use of employees on the Federal payroll. 

In view of these extensive delegations to agencies by the Commission it is essen- 
tial that an adequate system of inspection be maintained to determine that equi- 
table and sound application of statutes, executive orders, regulations, and 
standards relating to personnel management is being carried out by the agencies. 

The Inspection Service, through its visits to agencies, covers all delegations 
of authority which have been made by the Commission. Abuse of delegated au- 
thority as disclosed by the inspection process results in action by the Commission 
to correct the practices. In those cases where serious violations are disclosed, 
the authority delegated by the Commission is withdrawn. In less serious cases, 
there is a followup inspection to insure that the agency has taken the action 
necessary to correct the irregular cases or procedures. 


PERSON NEL REQUIREMENTS 


The average number of positions and salary costs for this activity are shown 
in the following table : 


1953 actual 1954 authorized 1955 estimate 


Functions Average Average Average 
number of number of number of 
positions Positions positions 


24 27 28 
104 104 103 


128 131 ) 131 


Functions 

$183, 150 49 | $166, 259 
5 21, 800 5 20, 030 
u 48, 325 10 44, 386 
24 106, 725 24 106, 725 
94 | 360,000 | 337, 400 

$0.08 | 1, 421, 582 $0. 08 
"35 62, 534 
5.00 1) 426 5.00 
“49 76, 500 149 
1.24 86, 069 1.24 

Cost 
Central office. ..............-- 189, 200 
Total, activity 6........ 50,000 
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The work program of this activity divides itself into two broad areas: 
(1) Regulatory inspection to see that the personnel operations of agencies 
authorized to take actions under delegated authority are in accordance with the 
Civil Service Act, the Veterans’ Preference Act, the Classification Act, the Civil 
Service Retirement Act, and other pertinent laws, Executive orders and decisions 
of the Comptroller General which are the basis for the Commission's regulations, 

(2) Program inspection designed to evaluate and improve personnel manage- 
ment activities in accordance with standards prescribed by the Commission. In 
the program inspection a determination is made of whether the total personnel 
program is directed toward improving the operations of the agency. 

The inspection program includes work with other central management agencies 
such as the Bureau of the Budget, General Services Administration, and General 
Accounting Office. 

Available funds in fiscal year 1954 will permit 2,411 inspections, at an average 
cost of $353, or approximately 74 percent coverage of the establishments having 
such delegations. The number of inspections and the average cost of each 
inspection in fiscal year 1955 is estimated to be the same as in 1954. 

The establishments selected for inspection will be those in which the greatest 
number and variety of problems can be expected, based upon such factors as past 
experience, employee complaints, regional and central office contacts, and an 
evaluation of the overall operations of the agency based on the inspection of 
the departmental headquarters office. Through such a selection process, major 
resources will be directed toward those offices most in need of regulatory check- 
ing and program evaluation and assistance. Emphasis will continue to be placed 
on determining the degree to which agency programs contribute to economical 
utilization of manpower. 

The estimate fur fiscal year 1955 is the same as authorized for fiscal year 1954. 


Activiry 7—REGULATORY, APPELLATE AND ADVISORY FUNCTIONS 
GENERAL STATEMENT 


This activity consists of the functions for which the three Commissioners, 
acting as a single, deliberative body are responsible. In general these functions 
are: (1) The formulation of civil-service rules and regulations, (2) administra- 
tion of the appellate functions, (3) administration of the political activity stat- 
utes, (4) preparation of the annual report, and (5) recommendation of measures 
to the President to accomplish more effectively the objectives of the civil-service 
laws and rules. 

PERSONNEL REQUIREMENTS 


The average number of positions and salary costs for this activity are shown 
in the following tables: 


1953 actual 1954 authorized 1955 estimate 


Average Average Average 
number of Cost number of Cost number of Cost 
positions positions Positions 


Central office $583, 085 114 $707, 191 110 
Regional office.............--. 203, 349 41 224, 009 36 


Total, activity 7 786, 434 155 931, 200 146 
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Comparative summary statement by function 


1953 actual 1954 authorized 1955 estimate 


Functions Average Average Average 


number of Cost number of number of 
Positions positions 


Office of the Commissioners. $88, 877 
of the Executive Assist- 

56, 949 
Program planning. - 48, 191 
Legal services. ..........-..... 67, 223 
Investigation of prohibited 


political activities (Hatch 
Act) 59, 174 


Appellate and advisory func- 
tions: 

Veteran (sec. 14) 215, 422 

Reduction-in-force 112, 544 

All other appeals 138, 054 


466, 020 
786, 434 


Workloads and unit costs 


1953 actual 1954 authorized 1955 estimate 
} 


Work items 
| Processed 


Cost per 
unit 


Processed Processed | | om | per 


Political activity cases 224 $264 = 
Veteran appeals ipl 2,215 80 

Reduction-in-force appeals. 2, 629 23 
All other appeals 2, 497 49 


Investigation of prohibited political activities 

Improvements in procedures in fiscal year 1953 resulted in a decrease in 
unit cost from $328 in 1952 to $264 in 1953. However, owing to the fact that 
funds for this work are controlled by a specific limitation in the appropriation 
act, it is not possible to keep up with the work being received in fiscal year 1954. 
It is expected that 235 cases will be carried forward into 1955 and that receipts 
for 1955 will approximate 230. Two additional positions are requested for 1955 
to provide for the handling of these cases on a more current basis and to accom- 
plish some reduction in the backlog. Unit costs for 1954 and 1955 are based on 
1953 experience. 


Veteran appeals and advisory service 

Receipts of these appeals increased significantly during the second half of 
fiscal year 1953, and it is anticipated that the rising trend of receipts will con- 
tinue through 1955 as a result of reorganizations and personnel actions by the 
agencies affecting veterans in the Federal service. 

The funds authorized for 1954 are expected to eliminate the backlog and to 
bring a normal workload inte 1955. Funds requested for 1955 are expected to 
maintain this work on a current basis. 

Reduction-in-force appeals and advisory service 

Extremely high receipts during the closing months of fiscal year 1953 resulted 
in a large backlog of these appeals being brought forward into 1954. Receipts 
are expected to approximate 5,000 appeals in 1954 and 4,400 in 1955, based upon 
experience and upon expected reductions in force incidental to organizational 
changes in the Government. It is expected that a higher proportion of employees 
adversely affected will file appeals due to the fact that Government jobs will 
be more difficult to obtain. 


41872—54—pt. 1——61 


14| $110, 000 14| $110, 000 
13 57, 400 13 57, 400 
7 51, 000 7 51; 000 
x 60, 500 8 60, 500 
| 11 71, 200 12 74, 200 
| 10 59, 000 12 69, 000 
47 255, 300 44 242, 100 ; 
31 | . 190, 700 | 25 134, 900 
14 76, 100 il 61, 900 
Subtotal...............- 84 92 | 522,100 | 80 438, 900 
Total, activity 7........ 135 | | 155 | 981, 200 | 146 | 861, 000 
75 | 2,790 74 
| 27 } 3, 925 23 
| | 33 | 1, 689 | 33 
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It is estimated that the funds authorized will reduce the backlog in 1954 and 
that the funds requested will keep the work current through 1955. 


Activiry 8—EXECUTIVE AND ADMINISTRATIVE SERVICES 
GENERAL STATEMENT 


This activity consists of the executive and administrative functions of the 
Commission performed by the offices and divisions listed in the table on the 
following page. They cover the overall management and service functions 
necessary to facilitate the performance of the seven operating activity programs 
heretofore presented. These management and service functions are performed 
in the Commission’s central office only. However, they are performed for the 
Commission as a whole including both the central and regional offices. 

The decrease of 18 positions and $77,800 for this activity in fiscal year 1955 
from fiscal year 1954 is in line with the general decreases in the Commission's 
operating activities. 


Comparative summary statement by organization 


1953 actual 1954 authorized 1955 estimate 


Organizational units Average Average Average 


number of number of Cost number of Cost 
positions positions positions 


Personne] advisory services to 
the President. $65, 000 


Office of the Executive Diree- 
$183, 320 125, 000 
of Field Operations. 


spaiek 91, 084 90, 500 

Office of the Director, Bureau 
of Management Services... 53, 013 68, 600 
Personne! Division... 118, 454 120, 700 
Budget and Finance Division_ 236, 754 4 216, 900 
Office Services Division 377, 615 99 346, 700 
43, 789 600 44, 600 


Total, activity 8 1, 104, 029 220 1, 078, 000 


OTHER OBLIGATIONS 
GENERAL STATEMENT 


A total of $1,969,000 is requested for “other obligations” for the fiscal year 
1955. This amount is $279,900 less than authorized for fiscal year 1954 and is 
based on the program and the staff outlined in the activity estimates heretofore 
presented. 

The following summary statement shows the amount expended for each object 
of expenditure during the fiscal year 1953, the amount authorized for fiscal 
year 1954, and the amount requested for the fiscal year 1955: 


Comparative summary statement by objects 


1955 
estimated 


1 
Transportation of things 
Communication services. 
Rents and utility services. 
Printing and reproduction 
Other contractual services. 
Supplies and materials 
Equipment 
Refunds, awards, and indemnities 
Taxes and assessments 


| 
t! 
il 
Z 
i 
t 
t 
: 
( 
] 
| 
I 
t 
1 

1954 
1953 actual | gythorizea | | 
$447, 408 $476, 670 $443, 000 
56, 987 72, 000 53, 000 
PEED 166, 556 589, 000 600, 000 | 

151, 830 77, 000 65, 000 
290, 145 346, 000 288, 000 

884, 450 328, 230 250, 000 

217, 703 206, 000 155, 000 

113, 112 108, 000 80, 000 

27, 982 30, 000 30, 000 

ee 2, 366, 948 2, 249, 000 | 1, 964, 000 
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Investigations of United States citizens for employment by international organi- 
cations 
Executive Order 10422, approved January 9, 1953, as amended by Executive 
Order 10459, sets forth the standards and procedures for making available to 
the Secretary General of the United Nations and the executive heads of other 
international organizations certain information concerning United States citi- 
gens employed, or being considered for employment, by such organizations. 

Investigations are made by both the Federal Bureau of Investigation and the 
Civil Service Commission. There is also established in the Civil Service Com- 
mission an International Organizations Employees Loyalty Board. This board 
inquires into the loyalty to the Government of the United States of United States 
citizens employed or considered for employment by international organizations 
of which the United States is a member, and makes advisory determinations 
under the standard specified. The standard is “* * * whether or not on all 
the evidence there is reasonable doubt as to the loyalty of the person involved 
to the Government of the United States.” 

The results of all investigations, including determinations made in loyalty 
cases, are made available to the Secretary General of the United Nations or the 
executive head of another international organization, for their use in exer- 
cising their responsibility with respect to the integrity of the personnel employed 
or to be employed by such organizations. 


Investigations to be made by the Civil Service Commission 

(a) A full background investigation is made in all cases involving a United 
States citizen employed or being considered for employment for a period exceed- 
iug 90 days on the locally recruited staff of the United Nations or other inter- 
national organizations of which the United States Government is a member. 
The “locally recruited” staff are those persons hired in positions for which no 
quotas are established. 

(b) A check of specified records (national agency check) is made for short- 
term (90 days or less) appointees or potential appointees to positions on the 
“locally recruited” or “internationally recruited” staff of the United Nations 
or other international organizations of which the United States Government is a 
member. 


Investigations to be made by the Federal Bureau of Investigation 


(a) A full field investigation is made in all cases involving a United States 
citizen employed or being considered for employment for a period exceeding 90 
days on the internationally recruited staff of the United Nations or other inter- 
national organizations of which the United States Government is a member. 
The “internationally recruited” staff represents those persons hired under quotas 
established among the participating nations for certain types of positions. 

(b) A full field loyalty investigation is made whenever, during the course of 
an investigation by the Civil Service Commission as described above, derogatory 
information with respect to loyalty is revealed. 

Disposition of cases after investigation 

All reports of investigations, whether conducted by the Federal Bureau of 
Investigation or the Civil Service Commission, are forwarded to the Civil Service 
Commission International Organizations Employees Loyalty Board for dispo- 
sition. 

In each case disclosing derogatory loyalty information, the Board makes an 
advisory determination as to whether or not, on all the evidence, there is a 
reasonable doubt as to the loyalty of the person involved to the Government of 
the United States. If the reports of investigation contain derogatory suitability 
information, other than loyalty, a summary of such information, without evalu- 
ation or recommendation, is prepared. A report of findings in all cases is 
forwarded to the Secretary of State. The Secretary of State notifies the Secre- 
tary General of the United Nations or appropriate head of other international 
organizations of the results of the investigation. 
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Summary of cost requirements 


F ti 1954 1955, 
1953, actual authorized estimated 


Federal Bureau of Investigation: 
Name checks $4, 675 
Full field investigations 665, 877 
Preliminary loyalty inquiries 6,814 
Full field loyalty investigations 210, 126 


Total cost to FBI 


Civil Service Commission: 
Nationai agency checks 
Backeround investigations. 
Loyalty advisory opinions. 
Suitability sammartes 
Review of clear cases 


Total cost to CSC 


1 The entire cost of $530,091 to the Civil Service Commission tn fiscal year 1953 was financed out of savings 
from the “Salaries and  — ipaeall appropriation with the concurrence of the Bureau of the Budget and the 


ral Accounting Office 
Workloads and unit cost 


1953 actual 1954 authorized 1955 estimate 


Work items 
Cost per 
unit 


Federal Busan of 
Name checks. 
fala inv estigations.- 
Preliminary loyalty inqviries - - 
Frill field loyalty investigations. 

Civil Service Commission: 

National agency 
Background investigations. _____ 
Loyalty advisory opinions 
Suitability summaries 

Review of clear cases 


$1.18 
502.17 
100. 21 
522. 70 


Annuities under special acts 


Appropriated 
1954 


with 1954 


Panama Canal Construction Annuity and Lighthouse Service 


Widow’s Benefit Fund 


The Panama Canal Construction Annuity Act 
The Lighthouse Service Widow's Benefit Act 


$2, 500, 000 


$2, 354, 000 


-— $146, 000 


2, 284, 000 
216, 000 


2, 126, 900 
227, 100 


—157, 100 
+11, 100 


The Panama Canal Construction Annuity Act, approved May 29, 1944 (57 
Stat. 257), provides for the payment of annuities to former civilian employees 
who served on the Isthmus of Panama for at least 8 years during the construc- 
tion period. Survivorship benefits are also provided for the widow of a deceased 
construction employee if she was his wife and lived with him on the Isthmus 
of Panama for at least 1 year during the construction period. 

The Lighthouse Service Widow’s Benefit Act, approved August 19, 1950 (64 
Stat. 465), grants benefit payments of $50 per month to widows of former em- 
ployees of the Lighthouse Service who (1) died while receiving or shall here- 
after die while receiving retired pay under section 6 of the Lighthouse Service 
Act of June 20, 1918; (2) died at a time when he was entitled to receive retired 
pay; or (3) died or hereafter shall die from non-service-connected causes after 
15 or more years of Lighthouse Service. 


$4, 706 $3, 530 
446, 429 334, 950 ps 
8, 217 6, 210 
186, 081 139, 560 
887, 492 645, 433 484, 250 
sty 510, 830 458, 160 343, 600 
4, 466 64, O80 47, 880 L 
5, 501 14, 036 10, 540 
9, 204 15, 946 11, 970 ‘ 
1 530, 001 554, 567 415, 750 
Total cost of program............--..-.-----.---------.-] 1, 417, 588 1, 200, 000 900, 000 LU 
3, 962 $1.18 P| $1.18 2, 991 L 
1,326 | 502.17 502.17 667 
68 | 100. 21 | 100. 21 62 A 
402} 522.70 | 522.70 267 A 
2. 50 704 2. 50 
2,221 | 230.00 230.00 1, 494 230. 00 L 
180. 00 267 180.00 
Changes 1955 
| 
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The request for fiscal year 1955 is for the continuation of the payment of 
annuities authorized, and for the claims expected to be received during fiscal 
year 1955. The following statements indicate the basis of the estimated require- 
ments for this appropriation for the fiscal year 1955. 


Statement of funds required to finance the Panama Canal construction annuity 
fund for the fiscal year 1956 


Number Annual rate Amount 
Annuity roll as of July 1, 1953_............-------------------- 2, 885 | $746 | $2, 152, 850 
Anticipated additions fiscal year 1954. _...........-..-... 22. 40 | 530 21, 200 
Less drops fiscal year 1954 for death. _............-.....-.-...- 170 746 126, 820 
Anticipated additions fiscal year 1955 (25X$53011.08) 146, 810 


Statement of funds required to finance payments to widows of former employees of the 
Lighthouse Service for the fiscal year 1955 


| Number | Annual rate | Amount 


40 


Anticipated additions, fiscal year 1954__..............-.--.--. | 600 | 24, 000 
Less drops, fiscal year 1954, for death..............-...-------- 25 | | 15, 000 


Anticipated additions, fiscal year 1955 40 | 300 12, 000 


Payment to civil-service retirement and disability fund (increases in annuities) 


Changes, 1955 
compared 


Estimate, 
1954 1955 with 1954 


| 


phn Ny retirement and disability fund (increases in | 


The act of July 16, 1952, provides for the payment of temporary cost-of-living 
annuity increases from the civil-service retirement and disability fund. It 
provides further that the increases will terminate (1) June 30, 1954, unless an 
appropriation is made to the civil-service retirement and disability fund in the 
applicable annual appropriation act for the fiscal year 1955, or in any prior appro- 
priation act, for the specific purpose of compensating said fund for the cost, as 
determined by the Commission, of increases provided by this subsection during 
the fiscal years 1954 and 1955; or (2) at the end of the second month following 
the third consecutive month in which the cost-of-living index drops below that 
of April 1948; or (3) June 30, 1955, at the latest. 

The appropriation requested for the civil-service retirement and disability fund 
(increases in annuities) is the amount estimated to be required to pay the cost 
of increases in annuities provided by the act of July 16, 1952 (66 Stat. 723), for 
the fiscal year 1955. Unless this appropriation is made, the payment of the 
cost-of-living annuity increases must be discontinued by operation of the law 
on June 30, 1954. 


Funds required for fiscal year 1955__..........-.--.--.--- 2, 600 eoneag 2, 126, 900 
Punds required for fiscal year 1955 
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Civil-service retirement and disability fund (normal cost and interest) 


We are not submitting at this time estimates of the appropriation required for 
the civil-service retirement and disability fund, normal cost, and interest. No 
appropriations were made for the fiscal year 1954. The Committee on Retire- 
ment Policy for Federal Personnel, created by Public Law 555, 82d Congress, is 
required to include in its report findings and recommendations concerning “the 
current financial status of the several systems, the most desirable methods of 
cost determination and funding, the division of costs between the Government 
and the members of the systems, and the policies that should be followed in 
meeting the Gevernment’s portion of the cost of the various systems.” 

Submission of estimates of the amounts required for these two items is being 
deferred until such time as the findings and recommendations of the Committee 
on Retirement Policy are made available and the Commission has had an 
opportunity to study and review them. 


ANTICIPATED REDUCTION IN NUMBER OF FEDERAL EMPLOYEES 


Mr. Putures. You say on page 9, Mr. Chairman, that you antici- 
pated 100,000 employee reductions next year. You find that is only 
going to be 33,000 employees, but you are not asking for any budget 
changes for that reason. 

Mr. Young. I am not asking for any changes in the budget at this 
time, Mr. Chairman, because we would like to wait and see what the 
Congress is going to do with agency appropriations and the extent to 
which economies in our own operation can be encompassed in the work- 
load, whatever it may turn out to be. It actually comes down to the 
fact that there is no good hard and fast estimate that we can make 
with respect to what the Federal employment level is going to be in 
fiscal 1955 at this point. 

Mr. Priurs. Until I got down to the bottom of page 5 I was under 
the impression that you were not paying enough attention to compe- 
tence after an employee acquired permanent civil-service status, so I 
am glad to note that you expect to do something about that, which tomy 
mind is infinitely more important than all the other things in your 
statement. 

The idea of getting a person into civil service is of much less im- 
portance than that of seeing that that person works competently and 
develops within the job, which I am impelled to say has not always been 
the situation in the past. 

How many of the people of the 2,040,000 who are now in civil service 
received their civil-service status through competitive examination ? 


EMPLOYEES BLANKETED INTO FEDERAL CIVIL SERVICE 


Mr. Younes. We have those who were given status by Executive 
order and by Congress, but even for those some kind of examination 
was required. 

Mr. Putuirs. I am trying to find out, as a man who is concerned 
with the reorganization of the civil service, and who knows the con- 
cern among civil-service career employees about bringing people into 
the civil service outside of what we call the merit system, how many 
of the 2,040,000 people have been given civil-service status by some 
other means than the regular procedure of examination or appoint- 
ment under a merit system. 

Mr. Youna. Somewhere between 10 and 20 percent of the new hires 
on an annual basis had been hired directly by the agencies. 

Mr. Yates. Since what time? 
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Mr. Youne. Because we had not had any competitive examination 
or standard set up. 

Mr. Puruies. Fou are not including in that 10 to 20 percent any of 
the 316,000? Iam talking about people who got themselves under civil 
service in a way which was not contemplated when we set up the Civil 
Service Act. 

Mr. Wituiams. You mean getting a classified status without going 
through the competitive examination process? 

Mr. Puiiures. That is correct, and now are claiming that they are 
protected by civil service, which is questionable. 

Mr. Wruu1aMs. To my knowledge we have no specific count on the 
2,040,000 employees now in the competitive service. What we do 
know is by virtue of acts of Congress and Executive orders as of the 
time they were enacted, how many people were covered in. 

Mr. Prius. What act of Congress, as an example? 

Mr. WitiraMs. A typical example, of course, would be the Rams- 
peck Act, which I believe brought in the largest single group of em- 
ployees. There are a good many more laws and Executive orders. 

Mr. + lege May I have an explanation of what the Ramspeck 
Act is 

Mr. Wiu1aMs. It authorized the President to bring into the classi- 
fied civil-service system with a classified status, employees in certain 
agencies which then existed. ‘Those were mostly agencies which had 
been established in the early days of the Roosevelt administration, 
and which had been taking hold as continuing Government organi- 
zations. 

Mr. Anprews. I will say first that there is a postmaster in a second- 
class post office who took a noncompetitive examination, passed, and 
was appointed. 

Mr. Youne. Of course postmasters are brought into civil service by 
an act of Congress. 

Mr. Anprews. I understand, but I am referring to an individual 
who took a noncompetitive examination. He happened to be the only 
one that took it and was appointed by the Postmaster General in a 
first- or second-class office. Is there any danger of his losing his job? 

Mr. Young. If he has his regular civil-service status, and it is ac- 
quired legally, he is in the same position as anyone else with regard 
to removal. 

Mr. Yates. Does that answer his question ? 

Mr. Youne. He is the same as any other person under civil service. 

Mr. Yates. But is he safe in his job? 

Mr. Youne. You tell me. 

Mr. Putuirs. The question is not properly directed to Mr. Young; 
it should be directed to Mr. Rees and Mr. Murray because what the 
postmasters are afraid of is a bill introduced by two Members of 
Congress requiring those who did not take a competitive examination 
to be examined now in order to hold their jobs and the postmasters 
want to know of you, Mr. Andrews, whether they are protected by the 
kind of examination they took. 

Mr. Youne. As I recall now, and I would like to check these figures 
for accuracy subsequently, 105,000 persons were brought into the 
civil service by acts of Congress. 

Mr. Pritiies. Various acts? 
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Mr. Youne. Various acts. Also about 47,000 directly by Executive 
order and another 42,000 by operation of civil-service rules and regula- 
tions promulgated by Executive order. 

Mr. Puu.iprs. Does that allow for any attrition of that 194,000 in 
the intervening years? Suppose 1 of the 194,000 did not stay on the 
job up to now and his place was filled ? 

Mr. Macy. It manda, be filled through normal competitive processes. 

Mr. Youne. I would estimate out of that total, Mr. Chairman, just 
for the sake of estimating, that between eighty and ninety thousand 
of that total might still be on the payroll. 

Mr. Tuomas. In regard to that 194,000, what percentage of them 
are free riders in the retirement fund ? 

Mr. Youne. They would all have been subject to the payroll deduc- 
tion for retirement. This goes back to what—1933 ? 

Mr. Tuomas. Would it not be a fair assumption that they are free 
riders to at least 50 percent of their benefits? 

Mr. Youna. I do not believe that could be assumed. Do you have in 
mind large groups like the Soil Conservation Service ? 

Mr. Tuomas. Most of them in 1933 and 1934 and some in 1938. 

Mr. YouneG. None of these employees were free riders, since they 
were required to pay in the amount which would have been deducted 
in the years prior to coverage under the retirement system in order to 
receive full annuity. In every case where any annuitant has failed to 
make a deposit covering service not under the retirement system since 
1920, his annuity has been at a reduced rate. 

Mr. Puiures. There is at page 693 of the Congressional Record for 
Monday, January 25, which was the day before yesterday, an analysis 


of the acts of Congress and Executive orders which I think should be 
put in the hearing at this ores It consists of less than 2 columns and 
1 


indicates a grand total of 193,574 employees blanketed into the civil 
service. I will not read the details here, but they are all given by the 
Executive order, the date of the Executive order, and so forth. 
A spareneay the first one was in 1932 and the last one in 1950. 

\ r. Witt1aMs. There are three tables, Mr. Chairman, all dealing 
with the same subject. 

Mr. Pures. I think it would be well to aay them in our hearings 
because this is a question which is constantly asked of Members of 
Congress. 

(The information referred to follows :) 
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Taste IT.—A list of laws enacted by the Congress of the United States during the 
period from Mar. 9, 1933, the beginning of the 73d Cong., through July 7, 1952, 
provisions authorizing employment of 


the adjournment of the 82d Cong., ogo | 


personnel without regard to civil-service and classification laws 


Date approved 


Citation to 
Statutes at 
Large 


Section No. 


Exempt from 


Civil- 
service 
law 


Agricultural Adjustment Act 

Emergency Farm Mortgage Act, 1933_ 
Federal Emergency Relief Act of 1933 
Tennessee Valley Act of 1983_.____.__ 
Corporation of Foreign Bondholders, 


1933, 

For the establishment of a national 
employment system and for coop- 
eration with the States in the pro- 
motion of such system. 

Home Owners’ Loan Act of 1933 

National Industrial Recovery Act__- 

Federal Emergency Administration 
of Public Works. 

Railroad Transportation 
Act, 1933. 

— Farm Mortgage Corporation 

ct. 

For loans to farmers for crop produc- 
tion and harvesting during the year 


Regulation of cotton industry. 

Securities and Exchange Act of 1934- - 

Communications Act of 1934__.______- 

To establish a National Archives of 
the U. 8. Government. 

National Housing Act 

Federal Savings and Loan Insurance 
Cerporation. 

Tobacco Control Act 

For loans to farmers for crop produc- 
tion and harvesting during the 
year 1935. 

To regulate interstate and —_ 
commerce in petroleum and its 
products. 

Emergency Relief Appropriation Act, 


Protection of land resources against 
soil erosion. 

National Labor Relations Act 

Central Statistical Board 

Social Security Act- 

Potato Control Act of 1935 

Publie Utility Act, 1935 

Federal Power Act, 1935 

Railroad Retirement Act, 1935 

Federal Aleohol Administration 

Rural Electrification Act, 1936 

Bureau of Navigation and Steamboat 
Inspection. 

Thomas Jefferson Memorial Com- 
mission. 

For loans to farmers for crop produc- 
tion and harvesting during 1937. 

Providing for the construction and 
maintenance of a national art gal- 


ery. 
Coal Act of 1937 


May 12, 1933 
do 


June 6, 1933 


June 13, 1933 
June 16, 1933 


Jan, 31, 1934 
Feb. 23, 1934 


Apr. 21,1934 
June 6, 1934 
19, 1934 


May 27, 1936 

3, 1936 
29, 1937 
. 24, 1937 


June 


Jan. 


26,1937 


ffice of Consumers Counsel. 


To establish a civilian conservation 


corps. 

Bankhead-Jones Farm Tenant Act 

To authorize completion, mainte- 
nance, and operation o1 Bonneville 
project. 

To create a commission and extend 
further relief to water uses on 
reclamation and Indian irrigation 
projects. 

To provide for taking census of partial 
employment, ete. 


See footnotes at end of table. 


1937 
22, 1937 
20, 1937 


. 21, 1937 


30, 1937 


48 Stat. 37 
48 Stat. 

48 Stat. 56_. 
48 Stat. 

48 Stat. 93 


48 Stat. 


48 Stat. 
48 Stat. 
48 Stat. 


48 Stat. 
48 Stat. 
48 Stat. 
48 Stat. 
48 Stat. 
48 Stat. 
48 Stat. 


48 Stat. 
48 Stat. 


48 Stat. 
49 Stat. 29 


49 Stat. 


49 Stat. 
49 Stat. 


49 Stat. 4! 
49 Stat. 
49 Stat. 
49 Stat. 7 
49 Stat. 8 
49 Stat. &! 
49 Stat. ¢ 
49 Stat. § 
49 Stat. 
49 Stat. 


49 Stat. 
50 Stat. 
50 Stat. 
50 Stat. 
5O Stat. 
50 Stat. 
50 Stat. 
50 Stat. 


50 Stat. 


50 Stat. 


1 
402 (c) (5)... 


4 


(b) (3) 


Mid 


-~ one 


Classifi- 


cation 
Act 
| 
200_...| 201 (a) (b)__- 
1934 | 
1067...| 2 
June 27, 1934 1246. 
| 
| June 28, 1934 79. 
Feb. 22,1935 | 33...._| 9 
19 
Apr. 27,1935 164....| 1x 
| July 5, 1935 “HES 
July 25, 1935 | 
| Aug. 14,1935 | 6X 
Aug. 20, 1985 | x 
May 20, 1936 
1900...) = 
52-53..| 4 ! uxX 
.....| Apr 2X 
| July 4 @)......- 
| 
| Aug. | 
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Taste II.—A list of laws enacted by the Congress of the United States during the 
period from Mar. 9, 1933, the beginning of the 73 
the adjournment of the 82d Cong., carrying provisions authorizing employment of 


personnel without regard to civil-service and classification laws— 


Cong., through July 7, 1952, 


ntinued 


Title of act 


Date approved 


Citation to 
Statutes at 
Large 


Exempt from 


Section No. 


service 
law 


Classifi- 
cation 
Act 


Federal Crop Insurance Act 

To authorize completion, mainte- 
nance and operation of Fort Peck 
project for navigation. 

Relief Appropriation Act, 


1941. 
Selective Training and Service Act, 


Making an appropriation to the 
United States Maritime Commis- 
sion for emergency cargo ship con- 
struction. 

Relief Appropriation Act, 


National Youth Administration Ap- 
propriation Act, 1942 

National Archives Trust Fund Board 

Act. 

To provide for the planting of guayule 
and other rubber bearing plants and 
to make available a source of crude 
rubber for emergency and defense 
uses, 

To authorize the Secretary of Agri- 
culture to provide Federal meat 
inspection during the present war 
emergency in respect of meat pack- 
ing establishments engaged in intra- 
state commerce only in order to 
facilitate the purchase of meat and 
meat food products by Federal 
agencies. 

National Youth Ap- 
pronriation Act, 

Emergency Relief 
Act, 1948 

——- ‘of Mexican Claims Act of 
19 


Pronerty Act of 1944 

To amend Bonneville Project Act___- 

Toestablish Denartment of Medicine 
and Surgery in the Veterans’ Ad- 
ministration. 

Atomic Energy Act, 1946. 

Veterans Canteen Service 7 

To establish an Office of Selective 
Service Records to liquidate the 
Selective Service System, etc. 

To exclude interns, student nurses, 
and other student employees of 
hospitals of the Federal Govern- 
ment from the Classification Act 
and other laws relating to compen- 
sation of benefits of Federal em- 
ployees. 

Economie Cooveration Act of 1948. 

To provide basic authority for certain 
functions and activities of the 
Weather Bureau. 

To authorize establishment of intern- 
ships in the Department of Medi- 
cine and Surgery of the Veterans’ 
Administration. 

To provide for Commission on Reno- 
vation of the Executive Mansion. 

Classification Act of 1949 


Rural Rehabilitation Corporation 
Trust Liquidation Act. 

Federal Records Act of 1950 

Renegotiation Act, 1951 


See footnotes at end of table. 


Feb. 16,1938 
May 18, 1938 
June 26,1940 
Sept. 16, 1940 
Feb. 6,1941 
July 1,1941 
July 9, 1941 


Mar. 5, 1942 


June 10, 1942 


July 2, 1942 


Dec. 18, 1942 
Oct. 


Oct. 
Jan. 


3, 1944 
28, 1945 
3, 1946 


Aug. 
Aug. 
Mar. 


7, 1946 
31, 1947 


Aug. 4,1947 


Apr. 


3, 1948 
June 2, 1948 


June 19, 1948 
Apr. 
Oct. 
May 


Sept. 
Mar. 


14, 1949 
28, 1949 
3, 1950 


5, 1950 
23, 1951 


52 Stat. 
52 Stat. 
54 Stat. 
54 Stat. 
55 Stat. 


55 Stat. 
55 Stat. 
55 Stat. 
56 Stat. 


56 Stat. 


56 Stat. 
56 Stat. 
56 Stat. 
58 Stat. 7 


59 Stat. 
59 Stat. 


60 Stat. 
60 Stat. 
61 Stat. 32 


61 Stat. 


62 Stat. 1 
62 Stat. 


62 Stat. 


63 Stat. 


63 Stat. 954, 
957. 

64 Stat. 100___. 

64 Stat. 584___- 


65 Stat. 


14 (a), 15 (b)- 


(a) (4). 


107 (0). .---- 


| | 
894..../ 10 (a) (3)_-..| Cc 
90....| Par.16......| X x 
| 
} | 
| 
| 
| | 
| 
546____ 18 20 21 19 21 
| 46.....| 2()....-.---] x 
: 
| 
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TaBLe II.—A list of laws enacted by the Congress of the United States during the 
period from Mar. 9, 1933, the beginning of the 73d Cong., through July 7, 1952, 
the adjournment of the 82d Cong., carrying provisions authorizing employment of 
personnel without regard to civil-service and classification laws—Continued 


Exempt from 
Citation to 
Title of act Date approved —— at Section No. 

rge 


Civil- | Classifi- 
service cation 
law | Act 


To confirm the status of certain civil- | June 19,1952 | 66 Stat, 139___- 
ian employees of nonappropriated 
fund instrumentalities under the 
Armed Forces with respect to laws 
administered by the Civil Service 
Commission. 

Communications Act Amendments, | July 16, 1952 | 66 Stat. 711___- 
1952. | 

| 


1 Exemption applies to certain officers, attorneys, and other experts. 

2 Exemption applies to a secretary, a director for each division, a chief engineer, and not more than 3 
assistants, a general counsel and not more than 3 assistants, and temporary counsel for performances of spe- 
cial services. 

3 Exemption applies for not more than 8 months after passage of act; thereafter employees are to be 
appointed in accordance with civil-service and classification laws. 

‘Exemption applies to an executive secretary, attorneys, examiners, and regional directors. 

5 Exemption applies to persons appointed for temporary periods, not exceeding 12 months. 

6 Exemption applies to attorneys and experts. 

7 Exemption applies to attorneys, examiners, and other experts. 

* Exemption applies to certain ollicers, attorneys, examiners, and experts. 

* Exemption applies to attorneys, engineers, and experts. 

10 Exemption applies to technical staff. 

1! Exemption applies to Director, Assistant Director, Secretary, and Chief Curator. 

12 Exemption applies to the secretary, a clerk to each Commissioner, the attorneys, the managers and 
employees of the statistical bureaus, and such special agents, technical experts and examiners as the Com- 
mission may require. 

3 Exemption applies to clerk to the Counsel, the attorneys and such special agents and experts as the 
Council requires. 

4’ Exemption applies to temporary personnel. 

18 Exemption applies to clerical and stenographie employees for local boards. 

‘ wm ig applies to personne] engaged in the maintenance, repair, operation, or management of plants 
or facilities. 

17 Exemption applies to special assistants, certified public accountants, qualified cost accountants, indus- 
trial engineers, appraisers, and other experts. 

18 Exemption applies to Assistant Administrator, Chief Engineer, and General Counsel. 

1# Exemption applies to laborers, mechanics, and workmen on construction work. 

2 Exemption applies to physicians to examine the Jaborers, mechanics, and workmen. 

21 Exemption applies to experts. 

2 Exemption applies generally to medical specialists; however, some of the personne] are subject to the 
civil-service and classification laws. 

33 The law provides that officers and employees shall be appointed in accordance with civil-service and 
classification laws “‘except to the extent the Commission deems such action necessary to the discharge of its 
responsibilities, personnel may be employed and their compensation fixed without regard to such laws.” 

2+ Exemption applies to personnel necessary for the transaction of business at canteens, warehouses, and 
storage depots. 

25 Exemption applies to not more than 100 employees. 

2% Exemption applies to employees for meteorological investigations in the Arctic. 

7 Exemption applies to National Historical Publications Commission. 

2# Exemption applies to a legal assistant, and engineering assistant and a secretary for each Commissioner 
and an administrative assistant for the chairman. 


COVERAGE OF THE LIST 


The list is not exhaustive, although it purports to be comprehensive within 
certain boundaries. These boundaries are drawn to eliminate references that 
would not only add to the bulkiness of the list, but would so becloud its purpose 
that its usefulness and accuracy could well be questioned. 

Therefore, to keep the list within a proper perspective the following kinds of 
references have been omitted. 

1. Laws creating small commissions or committees to exist for a short period 
of time to perform some specific duty such as “An act to provide for the appoint- 
ment of a commission to establish a boundary line between the District of Co- 
lumbia and the Commonwealth of Virginia.” 

2. Laws authorizing participation by the Federal Government in celebrations, 
expositions, and fairs such as the California Exposition Commission, the Texas 
Centennial Commission, operation of the Freedom Train, and the Paris Expo- 
sition. 
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8. Provisions appearing in the annual appropriation acts appropriating sums 
to various agencies for the employment of experts, consultants, or other per- 
sonnel usually on a temporary basis. The amounts of money are usually not 
very large and the provisions seem to have no degree of uniformity. Sometimes 
they appear only once ; sometimes they appear 2 or 3 times and then are dropped. 

4. Laws pertaining to participation in international organizations such as a 
law providing for membership and participation by the United States in the 
International Refugee Organization. 

5. Laws pertaining to the District of Columbia government such as those deal- 
ing with policemen and firemen. 

6. Laws pertaining to employees outside continental United States. 


USE OF THE LIST 


The short titles of the laws are used if available; otherwise the long titles are 
shortened. 

The date approved means the date the President signed the law. 

The page reference in the citations to the Statutes at Large is to the page on 
which the provision appears rather than to the page on which the law begins. 

The section of the law is listed to make it easier to find. 

Some of the provisions examined authorized employment without regard to 
civil-service laws; some authorize the fixing of compensation without regard to 
the Classification Act; some authorize both. Therefore, the last column is 
divided into two parts to indicate from which law the employees are exempt. 
The symbol X is used to show an exception. 

Often the provisions exempting personnel from the civil-Service laws and/or 
Classification Act are limited to certain officers and employees. Where such is 
the case, the limitation is set out in a footnote. 

The footnotes appear at the end of the list. 


Table I11.—Incumbents granted civil-service status noncompetively under various 
pieces of legislation, Erecutive orders, and the civil-service rules and regula- 
tions, between Mar. 4, 1933, and June 30, 1952, by authority and agency 


BY LEGISLATION 


Act of Congress, Apr. 27, 1935 (Public Law 46): Soil Conservation 

Act of Congress, June 29, 1936 (Public Law 835): United States Mari- 

time Commission S94 
Act of Congress, May 23, 1938 (52 Stat. 421) : The National Archives____ 293 
Act of Congress, June 25, 19388 (52 Stat. 1076) : Post Office Department 

(postmasters at first-, second-, and third-class offices) 10, 271 
Act of Congress, July 2, 1940 (Public Law 719, 76th Cong.) : District of 

Columbia Unemployment Compensation Board 118 
Act of Congress, Nov. 26, 1940 (Public Law 880, 76th Cong.) : Ramspeck 

Act 81, 618 
Act of Congress, Dec. 20, 1941 (Public Law 363, 77th Cong.) : District 

of Columbia Board of Public Welfare 966 


Number ° 


Total, by legislation 104, 488 


BY EXECUTIVE ORDERS 


Executive Order 5817, Mar. 10, 1932: Bureau of Foreign and Domestic 
Commerce 

Executive Order 5859, June 21, 1982: Treasury 

Executive Order 6134, May 18, 1933: Farm Credit Administration 

Executive Order 6758, June 29, 1934: Farm Credit Administration____ 

Executive Order 7195, Sept. 26, 1935 (as amended by Executive Order 
7223, Nov. 9, 1935) : Civilian Conservation Corps 

Executive Order 7458, Sept. 26, 1936: Rural Electrification Administra- 


Executive Order 7732, Oct. 27, 1987: United States Housing Authority__ 
Executive Order 7852, Mar. 29, 1988: Lighthouse Service 

Executive Order 7916, June 24, 1938 
Executive Order 8383, Mar. 28, 1940: Interior (Office of Indian Affairs) — 


| 
R 
I 
I 
192 
191 
969 
1, 660 
809 | 
] 
238 
388 
194 
17, 726 
456 
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Table granted civil-service status, etec.—Continued 


BY EXECUTIVE ORDERS—continued 
Number 


Executive Order 8811, June 30, 1941: Office of Government Reports (Ex- 
Executive Order 8886, Sept. 3, 1941: Coast Guard_____-_-------------- 181 
Executive Order 8939, Noy. 13, 1941: Farm Security Administration_._.__ 1, 104 


Total, by Executive order 


BY OPERATION OF CIVIL-SERVICE RULES AND REGULATIONS (CIVIL SERVICE RULES ARE 
PROMULGATED BY EXECUTIVE ORDER) 


Role sec. (formerly rule Ti and 
Classified status given to citizens of the United States who had ren- 
dered faithful service overseas for not less than 7 years in civil ca- 
pacity. This regulation was revoked effective May 1, 1947. 
Rule III, sec. 3.101 of the regulations (formerly rule II, sec. 6) ~-.--- 35, 324 
Incumbents of positions brought into the competitive service. 
The largest groups included in this total are: 7,286 clerks in third- 
class post offices and special-delivery messengers in first-class post 
offices; and 7,191 employees of Farmers’ Home Administration proc- 
essed under this regulation as a result of the act of Congress, Aug. 14, 
1946 (Public Law 731, 79th Cong.). 
Rule III, sec. 3.101 (a) (2) of the regulations (formerly rule II, sec.7)__ 6,183 
Post Office Service: Employees in offices advanced from the fourth 
class to a higher class, or in a post office consolidated with one in 
which the employees are classified as competitive. 
This regulation has been suspended effective Dec. 1, 1950. 
Rule III, see. 3.104 of the regulations (formerly rule X, see. 4)______ 47 
Employees who have served at least 2 years in the immediate office 
of the President or on the White House staff and whose transfer to a 
competitive position is requested by any agency. 
Appointments in the competitive service without competitive exami- 
nations whenever the Commission finds that the duties or compensa- 
tion of the position are such, or that qualified persons are so rare, that, 
in the interest of good civil service administration, the position cannot 
be filled through open competitive examination. 


Total, by operation of rules and regulations 


Grand total 193, 574 


Mr. Yates. Does this mean that there were no such Executive orders 
prior to 1932? 

Mr. Youna. I assume there were, but this record does not go beyond 
that date. 

Mr. Puitiures. Mr. Yates, in any act creating an agency there would 
be a grandfather clause or omnibus clause which protects the people 
in the agency at the time. 

— ouna. This has been the normal method for the civil-service 
system. 

Mr. Yates. Since when? 
Mr. Macy. Since 1883. 


|| 
Executive Order 8699, Mar. 1, 1941: Federal sit Insurance Corpo 
47, 330 
Number 
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CAREER DEVELOPMENT PROGRAM 


Mr. Pures. I observe on page 5 of your statement a reference to 
the necessity for valid standards to measure potential success on the 
job. Those are beautiful words, and I wonder how you are getting 
along with them, because again as a man very much interested in the 
civil service I think nothing is more unrealistic than our system in the 
Federal Government of getting these monthly or quarterly sera 
whatever they are, to rate an employee as “satisfactory,” “excellent,” 
or “unsatisfactory.” 

I will ask this question: Is it not a fact that probably 90 percent of 
all those returns come in as “satisfactory” and meaningless except 
that if you do try to get rid of an employee who is incompetent that 
employee is permitted to go before the Commission and drag out these 
reports for several years and show that all during those years he got 
“satisfactory ?” 

Mr. Youna. The reports referred to here are for qualification 

Mr. Puiuirs. Then let me get into that subject, which I think is 
of more importance than the competence of the employees. What are 
you doing, Mr. Chairman, about this matter of rating the competence 
ot employees already in the service and seeing that those in service 
maintain not only competence but some progress ¢ 

Mr. Youne. You can have a very extended discussion on the pros 
and cons of any efficiency program. It has been something that has 
been studied over the years, and certain recent studies have been made. 
We are constantly studying it in terms of what will work effectively in 
Government as compared with private industry. 

In the last analysis, Mr. Chairman, a great deal of the answer has 
to lie in the quality and caliber of your supervisor personnel when 
you come right down to it. There is no mechanical system; there is 
no form; there is no rating program which is going to take the place 
of the individual judgment of the supervisor regarding a particular 
employee. 

Mr. Putuures. Individual judgment or individual courage? 

Mr. Youne. Both, and it does take courage and an acceptance of 
responsibility which we do not yet find in many places in the service. 
Mr. Prius. That is my question, what are you doing about it? 

Mr. Youne. What we are doing about it is part of this move toward 
a career-development program which begins with the first-line super- 
visor, one of the weak points at the present time. I would like to 
make a few remarks, if I might, on the difficulties involved. 

Mr. Puiturrs. This committee will go along with you on that func- 
tion of your office, but I think we would also like to see some results. 

Mr. Youne. So would we, but it is a long-range program, and it is 
also going to take a certain amount of money to carry it out. It is 
a complicated program, as you are dealing with over 2 million people 
in the classified service, outside of the excepted categories, and we are 
going to have to start at the ground. 

Mr. Puisures. You do not call $15 million a small amount of money ? 

Mr. Young. No, it is not a small amount, but a very little of it will 
go to this certain kind of training program that we will have to have. 
The Federal service is not going to be any better than the people you 
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have in supervisory positions up and down the line. Where you are 
operating on a decentralized basis, which is necessary in this kind 
of system, you have to have a person who is competent and who accepts 
responsibility, the responsibility to discharge it. Today we do not 
have them. The only way we are going to get them is by better selec- 
tion, by adequate incentives by which to reward them through an 
orderly integrated promotional program, by some kind of decent ef- 
ficiency rating system which will recognize talent and performance 
along with incompetence, an efficiency rating system which can be ad- 
ministered at all levels by the supervisory people. 

There is no way you can do it by putting an IBM card in a machine. 

Mr. Puiures. You have made a start? 

Mr. Youne. We have made a start. 


AUTHORITY TO DISCHARGE INEFFICIENT EMPLOYEES 


Mr. Corron, Let me ask you this: I am wondering if in the last 
analysis no matter how much money you spend, no matter how earnest- 
ly and sincerely you try to do what you are talking about doing, 
whether you ever acuale bring about more efficiency in the civil- 
service employees without your being willing to grant to the heads of 
bureaus or individual officers the power to get rid of inefficient em- 
ployees. 

If the head of an office is required to do his work with 35 employees, 
not 55, shouldn’t he be given some latitude in getting rid of the dead- 


wood and not restricted by the civil-service system ? 
Mr. Youna. I agree withe you in terms of objective that if you 


are going to have responsible management, the management should 
have the power to fire incompetents and to hire the competents and 
treat them on a nonpartisan basis. With respect to the present difli- 
culties in terms of doing that, there is no way in which we in the 
Civil Service Commission can give to the head of an agency any more 
authority to deal with that kind of problem because the basic difficulty 
with respect to this business of removing people stems from the Vet- 
erans’ Preference Act. 

Mr. Corron. Ever since I have been on this committee a long line 
of Civil Service Commissioners has been up here, and the minute 
you say, “Well, how do you get rid of incompetent employees?” they 
say, “It is perfectly easy, we cooperate.” 

Everything is lovely. If the head of a bureau is honestly trying to 
improve the service and wants to get rid of deadwood he has no 
trouble. However, we find that is not so, because the minute he tries 
to do it a complaint is made. I am not blaming you, you understand, 
or your predecessors; this is a system. 

he man simply files an appeal with the Civil Service Commission, 
and pretty quick the supervisor is told he cannot get rid of him but 
he has to get rid of somebody else, and maybe that is the man that 
is doing all the work. 

Mr. Putts. It is more serious than that because from some cases 
brought before the Commission, the record before this committee 
shows that the Civil Service Commission has not supported the 
supervisor. 
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Mr. Youna. He only has an appeal to the Civil Service Commis- 
sion if he is a veteran. The head T the agency has complete authority 
to fire him. 

Mr. Putuies. If he is not a veteran he has no right to appeal ? 

Mr. Youna. He has no right to appeal the merits of his case. He 
can file an appeal with the Commission to see whether or not the 
agency followed the apprdesiate procedure. If the Commission rules 
that he did not, it still has no right to do anything about it. 

Mr. Puiuurs. He has an appeal, but it is an appeal on the techni- 
calities of his firing? 

Mr, Youne. We have no mandatory power. 

Mr. Puiuuiirs. You have no power to reinstate him. 

Mr. Jonas. I know the case of a rural mail carrier in North Caro- 
lina. The postmaster dismissed him due to certain violations of regu- 
lations. There was no politics involved; both of them were Demo- 
crats appointed under the old administration. He appealed to the 
Civil Service Commission. 

Mr. Youne. A veteran? 

Mr. Jonas. The Civil Service Commission ordered him reinstated, 
forced the Post Office Department to pay his back salary, and 2 weeks 
afterward he resigned and said he did not want the job; he just 
wanted to show the postmaster that he could not get rid of him. 

Mr. Youna. And he is not a veteran ? 

Mr. Jonas. I do not know whether he is a veteran or not, but he 
appealed. 

r. Youna. He must have been a veteran. 


VETERANS’ PREFERENCE 


Mr. Pnixxirrs. In the matter of veterans’ preference, since we have 
otten on this subject a little prematurely, let us keep on that subject. 
at is the situation with this veterans’ preference right that puts 
those appeals in a different status than the others? What is the law 
or what is the situation ? 

Mr. Youna. Under the Veterans’ Preference Act the veteran has a 
full right of appeal to the Civil Service Commission on the merits of 
his case from the ound up. If the Civil Service Commission comes 
to the conclusion that the veteran was unfairly discharged, let us say, 
and should be reinstated the Commission under that act has the power 
to go back to the head of the department and order him to reinstate 
the man and to pay him the back salary. 

Mr. Puies. Of the 2,040,000 people under civil service, how 
many of those are veterans ¢ 

Mr. Youna. It would run roughly 47 percent overall. Within the 
continental United States it comes now pretty close to 49 percent. 

Mr. What was the 47 

Mr. Youna. Worldwide; that is, proportion of veterans of the total. 
Pretty close to 49 percent in the continental United States. 

Mr. Puirres. Therefore, the veteran upon getting the job has a 


certain percentage which he is entitled to add to the results of the 
examination because he is a veteran or a veterans’ widow. But he 
has no claim before the Civil Service Commission as a veteran except 
the right to appeal. He has the right to appeal, and the Commission, 
having decided the issue on the merits of that individual case, then 
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the appellant has no right as a veteran beyond that such as he had 
when he first got the job? 

Mr. Youne. That is right. 

Mr. Wixu1aMs. It might be pointed out that in his first year of serv- 
ice he does not have these rights. The veteran must complete a year’s 
service before the Veterans’ Preference Act applies to him. During 
the first year the agency can remove him with no right of appeal to 
the Commission. 

Mr. Putiurrs. This has been quite a serious matter to this commit- 
tee for quite a long time, as Mr. Cotton pointed out. We have repeat- 
edly said to the Commission that we are told by these supervisors and 
executives downtown that they have incompetent employees; that they 
have too many employees, and they want to get rid of them, they want 
to get rid of the incompetents. 

Every year without exception, and I think the committee will agree 
with me, the Commission chairman has sat over on that side of the 
table and said, “There is nothing to it. Why does he not fire him, 
unless he has veteran’s preference?” I am of the opinion that it is a 
very difficult thing to do, and we are trying to find out why. 


DISCHARGING OF NONVETERAN EMPLOYEES 


Mr. Youna. In the case of the nonveteran the procedure for remov- 
ing an individual stems from the provisions of the Lloyd-La Follette 
Act of 1912. One of the difficulties that arises is from the question as 
to how specific the charges must be which are leveled at the individual 
in order to make them stick. 

Mr. Puiurrs. Now, you see, you are bringing in another factor. 
We have been told, and Mr. Cotton and the other members will con- 
firm this, “Fire him.” 

Mr. Youne. That is not correct. I am trying to point out the diffi- 
culties in the system because I agree with you it is a serious problem. 
You can say under the law you can fire him, but it is still not so. 

Mr. Puiurrs. We did not say that; the Commission said that. 

Mr. Youna. The former Commission ? 

Mr. The former Commission. 

Mr. Young. Our present procedure requires that the head of an 
agency , he the nonveteran a reasonable notice, and prefer charges 
against him. The employee has the opportunity to answer those 
charges and to appeal to the head of the agency. The head of the 
agency can review the answers given by the nonveteran employee and 
say, “All right, you are still fired.” 

At that point the nonveteran employee could appeal to the Civil 
Service Commission to see if the proper procedure had been followed. 
Under the civil-service procedure the Civil Service Commission might 
say the charges were not specifically sufficient to warrant his discharge, 
and send that word back to the agency. He can still say he does not 
care whether they were or not, the man is still fired. 

Mr. Tomas. Mr. Chairman, when you reverse the agency on pro- 
cedural matters, how does your order of reversal read? Does it read 
that we hereby declare the action invalid, null and void, and so forth, 
on account of failure to follow the terms of the La Follette Act, and 
then do you direct that he be reinstated ? 

Mr. Youne. We can only recommend. 
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Mr. Tuomas. What is the normal procedure? 

Mr. Youne. We can only recommend in the case of nonveterans. 
The Commission does not have mandatory power to order reinstate- 
ment. 

Mr. Txomas. Do you make a recommendation? That is very 
important, because after all the agency does not have to live up to your 
recommendation, as I understand it. 

Mr. Youne. That is correct. 

Mr. Tuomas. In nonveterans’ cases, but as a matter of fact, if you 
recommended that they be reinstated I would imagine they would 
follow it. What is your recommendation, is it in the form of an order 
directing reinstatement, or do you recommend that he be reinstated, 
and in what number of cases do you do that? Is it universal practice 
that you recommend reinstatement ? 

Mr. Youne. In the case of nonveterans a letter from the Commission 
to the head of the installation gives our findings and our recommenda- 
tion. If the installation does not follow our recommendation, we take 
the matter up with the headquarters office of the agency. That is as 
far as we can go; we cannot demand reinstatement. 

Mr. Tuomas. The agency accepts that more or less as a moral 
obligation ? 

Mr. Youna. I would not think so necessarily. Actually we have 
very, very few of these appeals on procedural grounds because the 
agencies understand the procedures and generally follow them. 


JOB DESCRIPTIONS 


Mr. Puiures. Now I come to the other problem that has been before 
this committee as a result of previous hearings, and that is the fact 
that the way to get salary increases in the civil service is to have 
your job description revised from time to time even though you are 
doing exactly the same work, as I can show you by photostatic copies 
we have had in the past, and blowing up the job each time so you get 
a better rating and a higher salary. 

What have you done to stop the policy of giving a man an increased 
rating and an increased salary on the basis of the number of employees 
that are under him, no matter whether he needs them or not? 

Mr. Youna. As I understand it, that violates the present law. 

Mr. Puitures. It may violate the law, but members of the Commis- 
sion, including Miss Perkins, have sat on the other side of the table and 
said that that isa factor taken into consideration. 

Mr. Youna. I do not know whether it is followed today or not. I 
have seen no examples of it. 

Mr. Priuirs. You say it is not legal ? 

Mr. Youne. It is ruled out by the language in the appropriation act 
as being illegal, and certainly all of the cases I have seen in terms of 

romotions have been on a straightforward qualifications basis and 
Brad nothing to do with the number of employees supervised or any- 
thing of that sort. , 

Mr. Puuutes. I do not think it is quite as easy as that. 

Mr. Youna. It is a fact that our instructions to the agencies are 
on that basis. 
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Mr. Pures. I do not think it is as easy as that, Mr. Chairman. 
You write those job descriptions, and I have no means of making an 
analysis myself; it could be done by you. The job descriptions say: 

Mr. Joe Doakes is doing such-and-such work. He is now supervising the work 
of 19 employees whereas previously he was supervising the work of 15 or 16 
employees. 

Have you cut that out of your job descriptions? When have you 
ever said, the Commission before you or during your chairmanship, 
“Mr. Joe Doakes is now doing the work with 15 people, which was 
previously done with 19 people”? Can you find me a job description 
and bring it up here where it says this man deserves an increase be- 
cause he is operating with less people ¢ 

Mr. Young. I think you will find some cases where people have been 
promoted on that basis. Job descriptions, however, are written in the 
departments and agencies, not by the Commission. 


SUGGESTION PROGRAM AWARDS 


Mr. Macy. Actually there have been some cases where awards have 
been made to individual supervisors who have accomplished a re- 
duction. 

Mr. Puriuies. That is a noble idea. Where does that money come 
from that you give them? 

Mr. Wituiams. Each agency bears its own expense in paying 
awards. 

Mr. Puitirs. Out of the pay to personnel ? 

Mr. WitiiaMs. Yes. 


JOB DESCRIPTIONS 


Mr. Youna. I think we can give you some examples. I agree with 
you on this question of job descriptions; I think most of them are per- 
fectly terrible. 

Mr. Purtuirs. In the past, we have had photostatic copies up here. 

Mr. Macy. Part of our work ecaemiind this budget would call 
for a review and revision of many of these classification standards 
which we feel are no longer appropriaté. 

Mr. Putuurrs. That is a very good idea, and we will be glad to help 
you on that one. 

(The information referred to follows :) 


AGENCIES WRITE JOB SHEETS 
WRITING POSITION DESCRIPTIONS 
(Published in January 1944 issuance of Position Classification Standards) 


In the departmental service the record submitted by an agency for action by 
the Commission establishing the grade and therefore the statutory salary range 
of a position includes a position description on a prescribed form. In the field 
service a similar record is usually used by an agency in meeting its own respon- 
sibility for the control of the grades of field positions in its regional, State, and 
district offices. Those who prepare position descriptions in either the depart- 
mental or the field service should constantly bear the following points in mind: 
(1) Position descriptions should be written so as to serve all administrative and 
operating purposes—not only position classification but also the instruction, train- 
ing, and supervision of employees; the selection of employees for promotion or 
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reassignment; the preparation of estimates for personal services; the study of 
organization structure and flow of work; and the prosecution of programs de- 
signed to see that the highest abilities and skills of present personnel are being 
effectively utilized full time. A description of an individual position is just that 
and nothing more. The writer is not called upon to create or copy from other 
sources expressions describing difficulty or responsibility of work in terms of 
general levels or broad concepts. These have their proper place in class specifi- 
cations but no place at all in position descriptions. Class specifications and 
other statements of standards are not intended to provide readymade position 
descriptions. It is his (the writer) responsibility to see that a position descrip- 
tion is a true statement. A classification sheet is an official document support- 
ing a payroll item. In effect it certifies that the employee has been, or, in the 
case of a vacancy, will be, assigned to the work described. Departmental Circu- 
lar No. 656, dated April 11, 1951. Subject: Responsibility of the Departments 
and the Commission Under the Classification Act of 1949. 

The Commission’s instructions for writing position descriptions are contained 
in Standard Form 75A. If these instructions are followed consistently by all de- 
partments and agencies, the result should be complete, but concise and accurate 
position descriptions which will adequately serve all personnel and management 
purposes including Commission audits. 

Chapter P-2, Federal Personnel Manual, page 14, Required Classification Rec- 
ords, Basic Records and Files. The Classification Act authorizes the Commission 
to prescribe (1) the form in which each department shall record the duties and 
responsibilities of positions, (2) the places where such records shall be main- 
tained. Departments must maintain files of position descriptions in accordance 
with the provisions of Civil Service Handbook S-812, Basic Personnel Records 
and Files System for Federal Agencies. Standard Form 75, Position Description, 
is used to record the duties and responsibilities of positions. It is filled out in 
accordance with the instructions in Standard Form 75A, Guide for Writing Posi- 
tion Descriptions. 

Guide for Writing Position Descriptions. Standard Form 75A, February 1950, 
United States Civil Service Commission, Federal Personnel Manual, chapter P2. 
The Classification Act provides a method of paying Government employees an 
equitable salary on the basis of equal pay for equal work performed. Accurate 
and complete position descriptions are necessary for this purpose and for other 
management uses. The Guide is addressed to the person in the position. Describe 
your job in plain, clear language. 


THE SIGNIFICANCE OF NUMBERS SUPERVISED AS USED IN CLASS SPECIFICATIONS OR 
STATEMENTS OF ALLOCATION STANDARDS PUBLISHED BY THE UNITED STATES CrviL 
Service Commission (Avucust 1947) 


It has long been established Commission policy that supervisory positions shall 
not be allocated solely on the basis Of the size of the organization unit or number 
of employees supervised. 

This policy is now supported by legislative provision in the Independent Offices 
Appropriation Act, 1948, under the heading “Civil Service Commission.” 

In view of this recent expression of Congress, the Commission is issuing this 
statement to reiterate its policy regarding the allocation weight to be given to 
numbers supervised as used in allocation standards already published and to 
be published by the Civil Service Commission. 

In applying class specifications or statements of allocation standards covering 
supervisory positions, undue emphasis must not be laid upon the number of 
persons supervised. That is but one of many factors which enter into the 
allocation of a supervisory position. More important factors than mere number 
of employees supervised are the following : 

1. The difficulty, complexity, and variety of the work and organization super- 
vised. The grade levels and the class allocations of the positions supervised, and 
the organizational structure, are indicative of the weight of these factors. 

2. The nature and extent of the supervision exercised as indicated by the 
kind and number of supervisory actions taken, such as: 

(a) Planning, organizing, coordinating, and controlling the work of other 
employees ; 

(b) Developing and establishing the flow of work in the unit; 
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(c) Directing and/or recommending disposition of personnel matters, such as 
staffing problems, placement problems, rating of personnel on efficiency, assign- 
ment problems, grievance problems, etc. ; 

(d) Securing of administrative services for the unit, including recommenda- 
tions regarding printing, duplicating, communications, space problems, office 
equipment needs, etc. ; 

(e) Developing and establishing new or revised work methods ; 

(f) Training and instructing employees on the job in work methods, tech- 
niques, and subject matter ; 

(g) Coordinating and correlating the work of the unit or units; 

(h) Laying out production schedules, developing plans to increase production 
through study of production problems and ways and means of solving them; 
studying achievements of unit for improvement of quality and production, 

In other words, in order properly to classify superVisory positions, a number 
of factors, as indicated above, must be taken into consideration—this determi- 
nation is never based on the single factor of number of persons supervised. 


CLASSIFICATION OF SUPERVISORY POSITIONS 
(Federal Personnel Manual, p. 2-10, chapter P2, January 31, 1952) 


Each department and the Commission is responsibile within its own jurisdic- 
tion for observing section 303 of the Classification Act which provides: 

No appropriated funds shall be used to pay the compensation of any officer or 
employee who places a supervisory position in a class and grade solely on the 
basis of the size of the group, section, bureau, or other organization unit or the 
number of subordinates supervised. Such factors may be given effect only to 
the extent warranted by the workload of the organization unit and then only 
in combination with other factors, such as the kind, difficulty, and complexity 
of work supervised, the degree and scope of responsibility delegated to the 
supervisor, and the kind, degree, and character of the supervision actually 
exercised. 


PostTIon CLASSIFICATION STANDARDS ISSUED UNDER THE CLASSIFICATION ACT OF 
1949—Wauar THEY ARE, WHat Uses THEY Serve, AND How Tuey Are To Be 
INTERPRETED 


(Issued by United States Civil Service Commission, April 1951) 


In the interpretation of position-classification standards covering supervisory 
positions, undue emphasis must not be laid upon the number of persons super- 
vised. That is but one of many factors which enter into the allocation of a 
supervisory position. More important factors than mere number of employees 
supervised are the grade levels and the class allocations of the positions super- 
vised, because these items help to indicate the difficulty, variety, and scope of 
work supervised. Other important factors are the place of the supervisor’s 
position in the organizational structure; the extent of the supervisor’s responsi- 
bility for the work supervised as measured by the authority delegated to him; 
whether he functions under administrative supervision only or under technical 
supervision as well; whether his supervisory responsibility is immediate, inter- 
mediate, or final; whether he has delegated to qualified employees under his 
supervision the authority to act, or personally performs certain routine duties; 
whether his responsibility extends to the planning phases as well as the pro- 
duction phases of the work supervised; and so on. In other words, to determine 
the whole supervisory load, a number of factors must be taken into consideration. 
This determination is never limited to the single factor of number of persons 
supervised. Another point to be kept in mind in dealing with supervisory posi- 
tions is that grade-controlling factors are not infrequently provided by duties 
and responsibilities which are essentially nonsupervisory in character. 


EXAMPLES OF EFFICIENCY AWARDS TO SUPERVISORS AND EMPLOYEES 


During the fiscal year 1953 over 600 individuals in the Government were given 
salary increases or cash awards for increased efficiency. These awards were 
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made to individuals and groups who, by suggestion or improved work perform- 
ance, demonstrated outstanding efficiency and economy. A good many of these 
awards were based upon getting more production with less money and fewer 
people. 

Some examples of these are: 

(a) In the Civil Service Commission, one supervisor suggested that the section 
he headed be abolished and its functions assigned elsewhere. His suggestion was 
adopted and based on the savings from eliminating the overhead of his unit, 
he was given a cash award of $275. He was assigned elsewhere. 

(b) In the Department of Defense, a GS-11 shop superintendent at the Jeffer- 
sonville, Ind., Quartermaster Depot effected improvements in the parachute 
modification program which resulted in a 50-percent reduction in personnel and 
a 75-pereent reduction in floorspace. He received a cash award of $200 for his 
suggestion. 

(c) In the Department of Defense, a General Supply Officer at the Bolling 
Air Force Base developed and carried out a methods improvement project in 
six specific areas to effect a saving in manpower and a reduction in the cost of 
supply accounting operations in his unit. This resulted in an estimated saving 
of $45,224 per year, and a reduction in force of 11 employees. 

(d) In the Veterans’ Administration, a supervisor of the utilities section of 
the Sun Mountain VA Hospital, made a suggestion concerning the utilization of 
coal-handling equipment. The adoption of the suggestion resulted in the 
elimination of two coal handler-laborers. The supervisor received a cash 
award of $100. 

(e) In another Department of Defense installation—the Long Beach Naval 
Shipyard—two supervisors in the Traffic Branch and the Shipping Section 
collaborated in developing improved procedures, and better utilization of space 
and equipment used by the parcel-post unit. This resulted in handling a greater 
workload with seven fewer employees. The supervisors each received $125. 

(f) A Department of Defense property and supply assistant GS-6 at the 
Tongue Point Naval Yard at Astoria, Oreg., was given a 3-step within-grade 
salary increase for reorganizing filing and related systems. This action by the 
supervisor eliminated two positions in his unit and brought about a reduction 
of $6,600 in expenditures, 

(7) In the Department of Defense Naval Supply Depot, San Diego, Calif., 
a GS-10 tabulating equipment supervisor, Machine Records Department, was 
responsible for achieving a 38-percent reduction in personnel and for reducing 
IBM machine rental costs while increasing production and efficiency. His work- 
ing force was reduced by attrition from 125 to 77. The annual savings were 
estimated at $24,584. The supervisor received a cash award of $325. 


Service RerrreMent AND Disapmiry Funps 


Mr. Pures. For the civil-service retirement and disability funds 
se are asking for an appropriation of $29,623,000, which is $1,774,000 
ess than last year. This is for the payment of the temporary cost 
of living annuity increases, and corresponds to the $31,397,000 ap- 
propriated for the current fiscal year, and I have no doubt the com- 
mittee will give you the $29,623,000 because we favor that program. 

Now the statement I wish to put in and to ask if you care to say 
anything about it, is that this committee has no illusions about not 
having provided an appropriation to their fund for the normal cost 
and operation for this fatal roar. Eventually the taxpayers will have 
to pay this money. But this fund does not require a buildup beyond 
an annual necessity, especially when, as you all know, these I O U’s 
are charged by the Treasury Department against the national debt, 
and thus tend to bring us up to the debt limit. 

It seemed to this subcommittee, and I certainly agreed with them, 
that in this particular fund we should recognize the fact that eventu- 
ally we will have to pay our share but that certainly this is a better 
way to handle it. I therefore commend you on behalf of the com- 
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mittee for the statement in your preliminary remarks, Mr. Chairman, 
that you are waiting for the findings and recommendations of the 
Committee on Retirement Policy for Federal personnel. 

Do you want to say anything before I leave this subject? 

Mr. Youne. I have nothing to add to that, Mr. Chairman. I be- 
lieve this committee is doing a very thorough and very thoughtful 
job from my observation of it. 

Mr. Puitures. Who is the chairman of that Retirement Policy Com- 
mittee, Mr. Young? 

Mr. Youne. Mr. Kaplan is the chairman of the committee. It 
would be my hope that they would have a good concrete report some 
time this spring. 

Mr. Tuomas. He is a New York lawyer and has been here several 
times? 

Mr. Youne. Yes. 


PERSONAL SERVICES 


Mr. Priurs. For next year you want how many employees? You 
have presently a total of 3,213 employees, and you ask for next year 
a total of 2,979 employees, a reduction of 234 employees. Do you not 
think you can increase the size of the reduction a little as a good ex- 
ample to the other agencies that you work with? 

Mr. Youna. We have already reduced something over 700 since 
last January in the Commission. This represents a fairly substantial 
reduction, in relation to the total. It would be our hope that we could 
always reduce personnel as we can increase our efficiency and the 
caliber of our people. It is always a question as to whether that still 
reduces the dollar amount of payroll because you may have to pay 
1 man more to replace 2. 

Mr. Explain that. 

Mr. Youne. Where you eliminate 2 employees and have 1 doing 
both jobs he may have to be a higher level and higher caliber man 
in experience and training and therefore cost more money. 


SALARIES AND ExpEnsEs 
INVESTIGATIONS OF CHARACTER AND FITNESS FOR EMPLOYMENT 


Mr. Putuirs. Referring to page 18 of your justifications, have you 
found it necessary to increase the number of investigations in the 
calendar year as a result of any changes either in the organization 
of the Government or in the general economic condition ? 

Mr. Youna. Of course, the number of investigations is keyed very 
closely to our forecast on turnover and to the total level of Federal 
employment. This represents our best estimate based again on the 
Commission’s guess of last summer of having a fairly substantial cut. 


LIMITED SECURITY INVESTIGATIONS 


Mr. Pumuirs. Please turn to page 26, your limited security inves- 
tigations, and tell us what the situation will be for next year. You 
asked for a reduction of approximately $19,000 in that item. How 
many people do you expect to apply that check to? 

Mr. Wir11aMs. Next year about 8,500. 


980 


Mr. Putts. How many this year? 

Mr. Wiuti1ams. This year about 8,400. 
oeeae teenie Do you originate these investigations or are you 

e 

Mr. Wiu1ams. We originate them. They develop from the pre- 
liminary security checks we make. From those we get derogatory 
information which is followed by personal investigation. 

rn Yates. Are these in connection with applications for employ- 
ment 

Mr. Witu1ams These are people who are on the payroll subject to 
investigation. 

Mr. Putites. When does the case go to the FBI? 

Mr. WittiaMs. None of them go to the FBI initially. 

Mr. Puttures. They go to the FBI from the agency, not from you? 

Mr. WitttaMs. They go to the FBI if the derogatory information 
comes under certain criteria. 

Mr. Puitiurrs. My point is that they do not go directly from you 
to the FBI but from the agency ? 

Mr. Witu1AMs. In these cases they go direct from us. 

Mr. Putiuirs. What type go direct from the agency to the FBI? 

Mr. WitxiaMs,. None, sir, to my knowledge. 

Mr. Pricuirs. I am not sure that is correct. How about sensitive 
positions ? 

Mr. WiittaMs. Even in sensitive positions they come to us first 
or the agency will make its own investigation. 

Mr. Yares. Is this true with respect to nonclassified positions as 
well, the so-called 316,000 jobs? 

Mr. Wittrams. We run the initial security check, which is a check 
of certain basic records. We do that with respect to the excepted 
employment also. If we develop derogatory information we give 
that to the head of the agency. He may give it back to us and say, 
“Please investigate further. I do not have a staff to follow through.” 

Mr. Puiups. By derogatory information, do you confine that 
entirely to a matter of security? Suppose you find that the man was 
an expert check-raiser, as was found in one airplane factory recently, 
which appeared on none of the security records? If you discovered 
that somehow, would you send that to the FBI? 

Mr. No, sir. 

Mr. Youna. Could I make one correction on that previous state- 
ment? I think I am right in saying that in an instance where the 
agency conducts its own investigation, such as the Army, I think 
it is perfectly possible for that investigation perhaps to be sent 
to the FBI direct from that agency without coming to the Com- 
mission. It is where they do their own investigation work and do 
not call on us for the investigation. 

Mr. Prmurs. Your file—that is, your general maintenance of 
annuity rolls and files runs about the same as in preceding years? 

Mr. Yes, sir. 


INSPECTION SERVICE 


Mr. Prixirs. I want to know what you mean by the inspection 
service. We have had this on the record before, but I want to get 
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it on again. Page 52 has already been put in the record as a gen- 
eral insert. Tell us what you do, please, Mr. Young? 

Mr. Youne. The Inspection Service has been a out some- 
what as a result of Commission reorganization and as a result of 
our taking a new look at it. The inspection is of two kinds, actually, 
first to see that the personnel operations which have been taken by 
the agency are in inles and according to the rules, regulations, and 
laws and so forth to meet the criteria laid down by the Classification 
Acts. 

Secondly, we have gone further, and we try to help the agencies 
in terms of evaluating and improving their internal personnel pro- 
grams, personnel management. I think that could be a very fruit- 
ful field, and it ties in very closely, Mr. Chairman, with the re- 
marks you were making a while ago. 

Mr. Putuures. Competence 

Mr. Youne. Competence and promotion and incompetence also. 

Mr. Putuirs. There is a very clear statement of that in the justi- 
fications. 

Mr. Youna. Yes, sir. 


OTHER OBJECTS 


Mr. Puiturs. We will skip over to page 72, other obligations, 
all of which remain about the same with one exception, the final one, 
where I see you have absorbed your own retirement, object class 15, 
and you have a moderate increase of $11,000 presumably in postage ? 

Mr. WititaMs. Yes. 

Mr. Puttuips. All others except 04 and 15 are reductions from the 
present year, from the current year. 

The fact that I am not asking any more questions about the rela- 
tionship of the Commission to the removal of people who are incom- 
petent does not display any lack of interest on my part, but the fact is, 
as I said to Mr. Young in conversation a few days ago, I am atempting 
to check some of these rumors and reports before bringing them up 
simply as hearsay. I am trying to find out what the people are talk- 
ing about. 

One of the things they profess is that the Commission has not 
supported an attempt to remove incompetents. I think perhaps we 
may ask you and Mr. Moore and Mr. Lawton to come back at another 
time and discuss those if we develop anything. 


INVESTIGATIONS OF Unrrep States Crrizens ror EMPLOYMENT 
BY INTERNATIONAL ORGANIZATIONS 


Will you tell us, please, about the appropriation on page 80 of your 
justification for the investigation of people for foreign service? You 
ave testified that most of those are not under civil service protection ; 
you have rather a complete statement in regard to consisting of sev- 
eral pages in your justification. You expect to spend $900,000 ? 

Mr. Young. Yes, sir. This is not with respect to the regular Fed- 
eral employees of the Federal Government. This is with respect to 
the investigation for loyalty of all United States citizens who were 
employed by those international organizations of which the United 
States is an official member. This stems from the Executive order is- 
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sued by President Truman last January 9 and which was subsequently 
amended by President Eisenhower to require that all United States 
citizens who are employed or who are applicants for a position with an 
international organization, such as the United Nations or the Interna- 
tional Monetary Fund or the international bank, be investigated. 

Mr. Pxuitxies. How did you get the authority, please ? 

Mr. Youna. This stems from an Executive order issued by Pres- 
ident Truman January 9, 1953 and amended by President Eisen- 
hower, I think, in April or May. 

Mr. Macy. Executive order 10459. 

Mr. Puitires. As shown on page 80? 

Mr. Youne. Right. This Board renders an advisory opinion to 
the Secretary of State as to whether there is any reasonable doubt of 
the loyalty of the United States citizen. The Secretary of State in 
turn transmits it to the appropriate United States representative on 
that particular international body. 

Mr. Puiuies. Is it strictly on grounds of loyalty ? 

Mr. Young. That is correct. 

Mr. Puitures. You have nothing to do with the competence of some 
of these people that I have seen in foreign service in the last few 

ears 
: Mr. Youne. These are not United States employees, so we have no 
control over that. 

Mr. Whose employees are they 

Mr. YounG. These are persons employed by an international organ- 
ization of which the United States is an fe 

Mr. Puuutes. I would be curious on that basis to know what your 
investigations brought out on their loyalty. How many investigations 
have you made and how many have you turned down ? 

Mr. Wittt1aMs. We do not turn any down. All we do is make a 
finding and a report. 

Mr. Pui..ioirs. How many have you reported adversely on ? 

Mr. Wixuiams. There are three types of cases the Board reports on. 

Mr. What page? 

Mr. WituraMs. This is not in the text. 

Mr. Puituies. Should what you are giving us be put in the record as 
such 

Mr. Witx1aMs. I can read it in. 

Mr. Purutrs. Do it, please. 

Mr. Witx1ams. The International Organizations Employees Loy- 
alty Board through January 16 had closed out 2,397 cases. 

Mr. Puiturres. How many have you pending? 

Mr. Wuuiams. We have pending Board action 294. 

Mr. How many? 

Mr. Witttams. I would like to correct that. There are 956 cases 
pending. 

Mr. Pues. Is that your backlog? 

Mr. Witu1aMs. Yes, cases in process. 


COST PER INVESTIGATION CASE 


Mr. Puiiures. How many eases do you expect to investigate in 1955? 
I want to divide the figure into the $900,000 to see how much you ex- 
pect to charge us. 
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Mr. Witi1aMs. You will find a table on page 86 which will give you 
the type of case and the number and unit of cost. 

Mr. Put.ies. We will put pages 85 and 86 in the record. 

(The information referred to follows :) 


Summary of cost requirements 


| 


1954 anthor- 1955 esti- 
Functions 1953 actual ized mated 


Federal Bureau of Investigation: 
Name checks. - $4, 67! $3, 530 
Full field investigations 5, 334, 950 
Preliminary loyalty inquiries 4 


645, 433 | 


Civil Service Commission: 
National agency checks 2, 345 
Background investigations \ 458, 160 
Loyalty advisory 64, 080 
Suitability summaries. bide 5,! 14, 036 | 
Review of clear cases 15, 946 


1 530, 091 | 554, 567 | 


1 The entire cost of $530,091 to the Civil Service Commission in fiscal year 1953 was financed out of savings 
from the salaries and expenses appropriation with the concurrence of the Bureau of the Budget and the 
General Accounting Office. 


Workloads and unit cost 


1954 authorized 1955 estimate 


Cost per Cost per 
Processed unit 


Federal Bureau of Investigation: 
Name checks. - - 
Full field 
Preliminary loyalty inquiries__ 
Full field loyalty investigations 

Civil Service Commission: 

National agency checks __- 
Background investigations... 
Loyalty advisory opinions 
Suitability summaries 

Review of clear cases. ..........- 


Mr. Witi1AMs. You understand that the FBI uses part of this ap- 
propriation since it investigates a certain category of case. 

Mr. Putures. All right. The cost per unit varies from a minimum 
at $100 to a full field investigation of $522? 

Mr. Witu1aMs. Yes, sir. 

Mr. Puiures. My thought is that if you are running at a unit cost 
of $522 and asking for $900,000, then you are expecting 1,500 cases to 
be investigated, and the total you have had up to date is only 2,390. 

Mr. Witu1aMs. The total we have received as of December 19, 1953, 
is 3,270; that was the figure I started with. 

Mr. Puures. Where did you get 2,390? 

Mr. Wirtuiams. They are the closed cases. 

Mr. Puiuirs. Of the ones closed how many did you report on 
adversely 

Mr. WituiaMs. 2,040 were reported as clear. 

Mr. Yates. How many did you investigate first ? 


Full field loyalty investigations._........______ i a 210, 126 186, 081 139, 560 
= 
1, 760 
343, 600 
47, 880 
10, 540 
11, 970 
‘Total cost to Civil Service Commission. .....-..-----em-| ee 415, 750 
Total cost Of program......-.----.-------2---2-eeseeeoe-| 1, 417, 583 | 1, 200, 000 | 900, 000 
1953 actual 
‘ost per | 
Processed | | Processed | 
| 3, 962 $1.18 3, 988 $1.18 2, 991 $1.18 
| 1,326 502.17 889 502. 17 667 502.17 
| 68 100. 21 82 100. 21 62 100. 21 
} 402 522. 70 356 522. 70 | 267 522. 70 
| 938 2.50 | 704 2.50 
2, 221 230. 00 1,992 230. 00 | 1,494 230. 00 
356 180. 00 267 180.00 
6388 22. 00 479 22.00 
2,994 5.33 | 2, 245 5. 33 
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Mr. 2,390. 

Mr. Wuu1aMs. The total is 3,270 investigated. 

Mr. Puiuures. Let us start over again. They have had 3,270 cases 
under investigation of which they have closed 2,390. 

Mr. Wirtu1aMs. The investigation on all these cases has been com- 
pleted. These have gotten into the board. 

Mr. 2.390? 

Mr. Wriur1aMs. No; the full 3,270. 

Mr. Pures. But the 2,390 have been finished ? 

Mr. WuuiAMs. That is correct; closed by the Board. 

Mr. Puruips. Of the 2.390 you reported 2,040 cleared ? 

Mr. Wiu1aMs. Yes, sir. 

Mr. Puiiies. That leaves 350 that you reported adversely ? 

Mr. Witii1aMs. There were advisory loyalty determinations in 108 
cases, 

Mr. Putuiies. Say that again. 

Mr. WititaMs. Advisory loyalty determinations, 108 cases. 

Mr. Puiures. Will you say that in English for me? 

Mr. Writtams. These are cases in which loyalty was in issue and in 
which the Board made an advisory opinion, which is all we are re- 
quired to do under the Executive order. All those cases were favorable. 

Mr. Puruirs. Favorable to whom? 

Mr. Yates. You mean cleared ? 

Mr. WituraMs. That is right. 

Mr. Puriurrs. What did you do with 242 cases? 

Mr. Witur1ams. There were 125 cases, according to these figures, in 
which there was no question of loyalty but these were other serious 
suitability information which we reported. 

Mr. Puitiirs. Homosexuals? 

Mr. Wuu1aMs. It could be a number of things, arrests, and so forth. 

Mr. Yares. Do you have those broken down ? 

Mr. WitiiaMs. No, sir. 

Mr. Yates. By types? 

Mr. Wiiu1aMs. No, sir. At least I do not have them here. 

Mr. Purures. One hundred and twenty-five were in that category ? 

Mr. Yes, sir. 

Mr. Puusirs. What did you do with 117? 

Mr. Wittr1ams. Those represent canceled cases. 

Mr. Youna. Could we give you a table on this? 


STATUS OF WORKLOAD AS OF JANUARY 16, 1954 


Mr. Putiures. Put it into the record at this point and make it as 
thorough a breakdown as you can. 

Mr. Yes. 

(The information referred to follows :) 
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Status of workload of International Organizations Employees Loyalty Board 
as of Jan. 16, 1954 


Cases received in Board 3, 358 


Cases completed by Board and transmitted to State Department for use 
of Secretary General of United Nations or appropriate head of other in- 
ternational organizations: 

Clear: Cases in which no derogatory loyalty information was devel- 
oped by the investigation 

Advisory loyalty opinions: Cases in which a loyalty issue was devel- 
oped by the investigation sade 

Suitability summaries: Cases in which the investigation discloses de- 
rogatory suitability information other than of a loyalty nature____ 

Discontinued: Cases discontinued by the agency because individual 
was no longer employed or being considered for employment. 


Total 


Cases on hand in the Board ible 


Annurrres Unper Speciat Acts 


Mr. Puiurs. Turn to page 87, if you please, and tell us about the 
annuities under special acts. You have apparently three special acts 
that you administer. Where does the money come from that creates 
these balances? Do we appropriate them ? 

Mr. Wixtrams. Direct appropriations, sir. 

Mr. Puusirs. There are no funds, no accumulation, no old money 
still carried over ? 

Mr. Witu1aMs. No, sir. 

Mr. Puitiies. The Panama construction annuity fund has a re- 
duction of $157,100 and the Lighthouse Service Widow’s Benefit Act 
is increased $11,100. 

How do we get an increase in the second one? Is that an increasing 
number of widows? 

Mr. Wituiams. Yes, sir. 

Mr. Puuiirs. How many lighthouses do we have to provide us 
with widows ? 

Mr. Wiutu1aMs. I do not have any idea. 

Mr. Puiuires. Are we increasing the number of lighthouses? 

Mr. WiiuiAms. I should not think so, but I don’t know. 

Mr. Puts. You never can tell. It is best to ask these questions, 
even if they do not seem sensible. 

Mr. Youne. We will be glad to find out. 

Mr. Puiures. You never can tell in the Government service what 
you are likely to dig up. 

Do you want to say anything about that, Mr. Chairman, or is that 
all obvious on the face of page 87? 

Mr. Youna. I think it is clear. 

Mr. Putuuies. And page 88, also? 

2 Mr. Youna. We would be glad to furnish you the number of light- 
ouses. 

Mr. Putires. That would be interesting. 


| | 
2, 040 
108 
| 125 
124 
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(The information referred to is as follows :) 


INFORMATION CONCERNING THE NUMBER OF LIGHTHOUSES AND THE NUMBERS ON THE 
Roti UNDER THE PANAMA CANAL CONSTRUCTION ANNUITY ACT AND THE LIGHT- 
HOUSE SERVICE Wip0WS BENEFIT ACT 


In order to be entitled to annuity under the Panama Canal Construction An- 
nuity Act, an applicant must be either : 

1. An employee who worked for the Isthmian Canal Company or the Panama 
Railroad Company for at least 3 years during the construction period which 
began May 4, 1904, and ended April 1, 1914, or 

2. The widow of such an employee, provided she was married and lived with 
him on the Isthmus of Panama for at least 1 year during the construction period. 

Since it is almost 40 years since the end of the construction period, the average 
age of both former employees and their widows is high. The only former em- 
ployees who now file applications are those who have just discovered that they 
may be eligible for the benefits of the act. As the former employees die, their 
widows apply if they are qualified. Deaths currently exceed new applications. 

The roll will continue to decrease in size until the last eligible has died, and 
no further benefits will be payable. 

To be eligible for benefits under the Lighthouse Service Widows Benefits Act, 
a woman must be the unremarried widow of a former employee of the Light- 
house Service who: 

1. Died while receiving or entitled to receive retirement pay under the act of 
June 20, 1918, as amended (33 U. S. C. 763-765), or 

2. Died from non-service-connected causes after 15 or more years in the em- 
ployment of the Lighthouse Service. 

The Lighthouse Service was transferred to the Coast Guard in 1939. Since 
1939, positions vacated by civilian lightkeepers have been filled by military per- 
sonnel, so that the number of employees and retired employees whose widows 
will be entitled to benefits grows smaller each year. At the present time there 
are approximately 394 light stations where personnel are in attendance, and there 
are only about 175 civilian lightkeepers on the rolls. During the hearings on 
H. R. 7192 in 1950 it was estimated that a maximum of 1,465 widows might 
become entitled to benefits. 

At the present time, the number of (1) retired lightkeepers, and (2) light- 
keepers still in service who entered service before 1939, who die and leave eligible 
widows exceeds the number of widows on the roll who die. This trend should 
reverse during the next few years, and thereafter the annuity roll will decrease 
until the last eligible widow is dead. 


Mr. Prius. On page 95 you have a security investigations pro- 
gram. Have I asked you about that? 

Mr. Youne. No, sir. 

Mr. Witu1aMs. Starting on page 95 is the program which you have 
not covered. 


Mr. Puuuies. That is correct, and Mr. Cotton is going to take 
that up. 


WORKING FUNDS, INTERGOVERN MENTAL FUNDS, CIVIL SERVICE COMMISSION 


On page 312 of the committee print you have an item of “Working 
funds, intergovernmental funds, Civil Service Commission.” 

Will you please explain that? It runs from page 312 through 314. 

Mr. Wiuu1aMs. That is a $4 million revolving fund which was set 
up to enable us to take over certain workloads in the FBI dealing 
with full field investigations conducted on behalf of a number of 
agencies. 


i 
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Mr. Puitures. When did you get the money ? 

Mr. Witu1ams. We got the money the year before last. 

Mr. Putturres. How much did you get? 

Mr. WituraMs. $4 million. 

Mr. Puiuirs. How much is left ? 

Mr. Witu1aMs. We still have the $4 million, either in cash, work in 
process, or other assets. 

Mr. Putiies. Because for whomever you investigate that agency 
paid you back? 

Mr. Wiiu1aMs. Yes, sir. It runs a $10 million annual program. 
The money turns over approximately four times a year. 

Mr. Puttiies. How long do you expect to keep it up? 

Mr. WiuraMs. So long as the agencies send us cases. Most of these 
come from the Atomic Energy Commission. 

Mr. Putups. Are they sending you an increasing or decreasing 
number of cases ? 

Mr. Wits. It is diminishing. This year we expect 55,000 cases. 
Next year we expect 48,000. 

Mr. Pututirs. This analysis does not appear in your justification, 
and will not appear in the bill. 

Mr. Witu1aMs. That is correct. 

Mr. Putuies. Is there any reason it should not be put in the hear- 
ings? 

Mr. Witurams. None. On page 95 in our justification there is a 
workload table as a matter of information, since we are not requesting 
an appropriation for this program. 

Mr. Puituies. Then, I think perhaps pages 312 and 313 of the com- 
mittee print of the bill should be put in the record. 

(The information referred to is as follows :) 


WORKING FUNDS, INTRAGOVERNMENTAL FUNDS, CIVIL SERVICE 
COMMISSION 


INVESTIGATIONS, SERVICE COMMISSION 
BUSINESS-TYPE STATEMENTS 


Program and performance 


This fund finances, on a reimbursable basis, full field security investigations 
performed at the request of other departments and agencies of the Government 
(Public Law 375, approved June 5, 1952). An appropriation of $4 million was 
made to the fund in 1952 to provide working capital. 


| 
| 
. 
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A. Statement of sources and application of funds 


1953 actual 


1954 estimate 


1955 estimate 


FUNDS APPLIED 
Tv operations: 


Acquisitio. of assets: 
Organization and training costs... 
Expenses: 
Other expenses... 
Increase in selected working capital. this 
Total applied to operations... 
To financing: 
Payment to Treasury to principal of fund... | 
662, 740 279, 799 
Dotal to 664, 122 279, 799 
8, 834,428 | 10, 600, 682 9, 345, 751 
FUNDS PROVIDED 
By operations: 
Total provided wy, ND citmentenqawninanmanenhel 7, 051, 336 10, 600, 682 9, 345, 751 
By financing: Decrease in Treasury 
EFFECT ON BUDGET EXPENDITURES 
Funds applied to operations.. ............--.---------..-.... $8,834,428 | $9, 936, 560 , 065, 952 
Funds provided by operations---_.-.........--...--.-----.... 7, 051, 336 10, 600, 682 9, 345, 751 
Net effect on budget expenditures._...............-..... 1, 783, 092 —664, 122 —279, 799 
™ above are charged or credited (—) to net receipts of the 
B. Statement of income and expenses 
1953 actual | 1954 estimate | 1955 estimate 
Gales of $7, 051,336 | $10, 600, 682 $9, 229, 437 
Expenses: 
Salaries__ » 7, 435, 535 6, 840, 664 
1, 147, 078 1, 725, 865 568, 555 
Other expenses 443, 711, 232 656, 733 
Increase (—) or decrease in inventory in process —896, 164 155, 108, 270 
Cost of services performed. -.-._..............--. 6, 431, 648 10, 028, 162 9, 174, 222 
Depreciation on equipment.._..__...-...-.---.-.- fe 49, 441 55, 215 55, 215 
Amortization of organization and training 70, 247 
7, 051, 336 10, 600, 682 9, 229, 437 


LLL LLL LL LLL LLL 
| 
Net income or loss (—) forthe YeOr---------n-vovee-eee-[eseeeeeeesssssfponnnsseeeeens[eseeensnssennn 
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C. Statement of financial condition 


ASSETS 
Current assets: 
Cash with Treasury 
Accounts receivable 
Travel advances 
W ork-in-process inventory. 
Prepaid expense. 


Total current assets. .____- 
Fixed assets: 
Equipment. ___ 
Less portion charged off as ‘depreciation - 5 
Other assets: 
Organization and training costs (deferred) 
Total fixed and other 
Total assets___ 
Current liabilities: 
Other 
Total liabilities 
INVESTMENT OF U. 8. GOVERNMENT 
Principal of fund: 
Appropriation 
Donated surplus 


Total principal 


Total liabilities and investment of U. 8. Government_.- | 


1953 actual a estimate | 1955 estimate 


| 

$2, 876, 336 
763, 525 

70, 000 
763, 525 
500 


$3, 156, 135 


. 473, 886 | 


4, 478, 117 | 


453, 097 


737, 175 


10, 000 
315, 020 


778, 17 


453, 097 
786, 161 


4, 000, 000 


4,778,117 | 


4, 000, 000 


00, 000 


ae — Excludes or liability for undelivered orders as follows: June 30, 1952, $7,446; 1953, $7, 554; 


954, $8,000; and 1955, $7, 


elected working éapita “latins than cash with Treasury) included above is as follows: June 30, 1952, 


— $64,208; 1953, —$3,020; 1954, $55,908; 1955, — $60,406. 


Cash balance with Fueae on June 30, 1952, was $3,996,688. 


ScHEeDuLe A-1. 


Object classification 


1953 actual 


Accrued expenditures by objects 


1954 estimate | 


1955 estimate 


Total number of permanent positions _____- 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 


Personal services: 
Permanent 
Regular pay in excess of 52-week base_ 
Payment above basic rates. 
Assumed annual leave liability 


‘Total personal services. 
Travel 
Transportation of things 
Communication services - 
Rents and utility 
Printing and reproduction___- 
Other contractual services 
Supplies and materials. _- 
Equi 
pendable 
Nonexpendable_ 
Refund, awards, and indemnities_. 
Taxes and assessments. 


Total accrued expenditures 


41872—54—pt. 163 


GS-6.1 


6, 637, 693 
1, 276, 555 


8, 773, 240 | 


600 


9, 877, 632 | 
| 


9, 065, 952 


$$$ 
| | 
| $2, 213, 596 
--| 724, 191 | 
} 59, 496 70, 000 
-| 919, 055 655, 255 
| 468 | 500 
--------| 3, 916, 806 | Be 4, 537, 145 
3 403, 886 | | 408, 886 
PED, 49, 440 104, 655 159, 870 
iia Se | 304, 231 | 249, 016 
oe 871, 751 304, 231 249, 016 
| 4,758, 557 | 4, 786, 161 
19, 455 10, 000 
| 
é | 
¥ 
4, 000, 000 
| 1382 |. 
4,783,657 | 
1) 442 | 1, 559 | 1) 420 
| 
a aed $4, 439 $4, 689 | $4, 642 
GS-6.6 | Gs-6.6 
oi 
pasauexeniael $6, 139, 580 $7, 398, 194 | $6, 806, 042 
17, 881 28, 344 | 26, 100 
8, 997 | 8, 522 
7,435,535 | 6, 840, 664 
| 15725865 | 1,568, 555 
| 47, 205 65, B83. | 43, 411 
65, 072 141, 436 | 132, 038 
‘| 121, 215 | 191, 062 | 170, 900 
ra 5, 666 | 6, SSS | 5, 900 
24,110 | 56,073 | 48, 598 
get 171, 296 | 163, 604 
12, 874 | | 3, 000 
13 25 | 200 200 
15 64, O45 75, 694 69, 087 
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Mr. Puitires. Mr. Thomas says there is a time lag of several months 
on this. What does he mean? 
Mr. Witu1aMs. We bill on a case-completed basis. 


PROGRAM FOR FULL FIELD SECURITY INVESTIGATIONS 


Mr. Corron. Referring now to page 95 of the justifications, the sub- 
ject of the Commission’s security investigations program, I would 
ike to have that appear in the record. 

(The information referred to is as follows :) 


FULL FIELD SECURITY INVESTIGATIONS PROGRAM 


Pursuant to Public Law 298, other laws, and Executive orders, the Civil 
Service Commission conducts full field security investigations for various agencies 
of the Government on a reimbursable basis. The Commission is not requesting 
funds for this purpose, but is presenting the status of the program as it appears 
today. 

Agency estimates of investigations to be requested in fiscal years 1954 and 
1955 as compared to fiscal 1953 experience are presented below. 


Caseload estimates 


| 1953 actual | 1954 estimate | 1955 estimate 


On hand beginning of year... 384 6, 470 7, 03 
42, 311 61,470 55, 503 
35, S41 53, 967 49, 048 


Generally, the procedures developed in connection with executing the program 
appear to be effective. Reports are being furnished to the agencies within 
the time limits prescribed and from all indications the quality of the reports 
meets the standards and requirements of the agencies served. The Commission 
is maintaining constant surveillance over all related procedures and processes 
to insure the proper execution of this program in the most efficient and econom- 
ical manner, 

Mr. Corron. Referring to this full field security investigations pro- 
gram, is that a separate wy eon from what we have been talking 
about in the general so-called loyalty program ? 

Mr. Youne. No; these are the investigations made by the Civil 
Service Commission at the request of the departments and agencies 
that do not do their own investigating under the provisions of the 
employees’ security program. 

his is a reimbursable item. 

Mr. Corron. Is this the program concerning which you just talked 
about to the chairman with reference to the $4 million ? 

Mr. Youne. Yes. 

Mr. Corron. How many departments are involved ? 

Mr. WituraMs. I have a listing of them, Mr. Cotton. I would sa 
there are about 25 or 30, all told, and we can put them in the reco 
for you if you wish. 

Atomic Energy is the big user. Out of an estimated 55,000 cases 
this year, Atomic Energy will give us over 40,000, so from maybe 25 
other agencies we pick up 15,000. 


3 
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Mr. Corron. What I am trying to get at, is this: Are there some 
departments of the Government who handle all of their own security 
or loyalty investigations ? 

Mr. Youne. Yes, sir. 

Mr. Corron. Some that do not handle any ¢ 

Mr. Yes. 

Mr. Corron. In between that is a group that do some of their own 
work and delegate part of that work to you? 

Mr. Younea. No; I think it is one way or the other. 

Mr. WILtiaMs. Usually one way or the other, sir. The State De- 
partment does most of its own but does give us some of its investiga- 
tions to do as required by law. That is the only agency I know of 
which does that. 

(Discussion off the record.) 

Mr. Corron. You have just said something about a different kind of 
checking, about overlapping. Is there some particular type of in- 
vestigating done by agencies themselves and a different type done by 
the Civil Service Commission ? 

I am trying to get some kind of a general idea of what rule prevails 
as between the other agencies in the Government and your organiza- 
tion— about the division of this work. 

Mr. Youna. On these full field investigations if the agency does 
not have an investigative force of its own, doing its own investigations 
work, or if their investigations force is not adequate to handle their 
whole load, the investigations are sent to us for processing. 

Then if the Commission finds in the course of its investigation de- 
rogatory information, the cases are sent on to the FBI for further 
investigation. 

Mr. Tuomas. Mr. Chairman, for the record, it would not hurt to 
have the Commission give a little statement showing the history of 
the thing. The FBI had all this work and they shifted it over to the 
Commission and there is about a 15 or 20 percent increase in cost. 

They could have used young lawyers pets young investigators to do 
this routine checking. It would have been good training for them. 

Instead of that, a shifted the work over to the Civil Service 
Commission where the cases are developed, following which it goes 
back to the FBI. 

Mr. Young. That is correct. I might point out that our case cost 
is only half that of the FBI for full field investigations. It was not 
turned over to us at an increased cost. 

Mr. Tuomas. That was the original thinking, that it was going 
to be an increased cost when it was transferred to you a few years ago. 

You can get out the records and see. If it has gone down, that is 
another feather in your cap. 

Mr. Corron. I understand from your statement that the agencies of 
the Government either do all their own investigating on the matter 
of security, or they request your Commission to do it, that there are no 
intermediate groups where they do part of it and you do part of it? 
Is that a correct statement ? 

Mr. Youne. Part of a single investigation; is that what you mean? 
In the case of the State Department we may get part of their business 
because their investigative force may not be large enough to handle 
the whole load. 


| 3 
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Mr. Corron. I am trying to find out how this work is divided up. 
When you said there was no intermediate group, did you have in mind 
that I was asking about one investigation ¢ 

Mr. Yes. 

Mr. Corron. I am trying to find out if there are 3 groups, a group 
of agencies that do all of their own security investigating, a group of 
agencies that ask your Commission to do all of it, and an intermediate 
group that handles part of their cases and turns the rest over to you. 
Is that correct ¢ 

Mr. Youne. Yes; that would be correct. 

Mr. Witu1aMs. Those intermediate groups start with the idea of 
doing all of their own, but by virtue of getting more work than they 
can handle, ~~ some of it to us. 

Mr. Corron. They do not expect to ask for money to carry on their 
own vr iiesmaitins and then ask for so much money to pay you for 

ours 
‘ = WiuaMs. I do not know of any reason why they would want 
to do so. 

Mr. Corron. Could you give the committee an approximate esti- 
mate of the proportion of the agencies of the Government that do all 
their own investigating, and those that turn all their investigating 
over to you, plus the intermediate group, the ones that do part of their 
own and turn the other part over to you? 

Mr. Youne. You mean by numbers of agencies? 

Mr. Corron. No; I mean, say, perhaps one-third of the agencies of 
the Government follow one method, and one-third another, and so 
forth. 

Mr. Wuu1aMs. There would be some agencies that divide their 
work between the FBI and the Commission. The Atomic Energy 
is a typical example. 

They give the FBI some, and they give us some. 

Mr. Corron. Then an agency of the Government has the right and 
the privilege to handle its investigations in its own way, do what it 
wants itself, or select either you or the FBI to do their work? 

Mr. Witu1ams. Under Public Law 298, that is correct. The agency 
establishes the criteria by which it will divide the cases between the 
FBI and the Commission, 

Theoretically, it is on the degree of sensitivity of position. All 
Atomic Energy employees are investigated by the FBI, but the em- 
ployees of contractors with the Atomic Energy Commission are in- 
vestigated by the Civil Service Commission. We get the truckdrivers, 
the bricklayers, and people of that kind. 

Mr. Corron. Is that policy laid down by law, or is it a policy de- 
termination by the Atomic Energy Commission ? 

Mr. Witu1aMs. The criteria is established in Public Law 298. The 
application of it is with the agencies. 

Mr. Macy. The original Atomic Energy Act required that all 
Atomic Energy employees, employees of the Government, be investi- 
gated by the FBI, so there was a transfer to the Commission of the 
investigating workload of the FBI involved in the contractor person- 
nel of the agency. 

Mr. Corton. And you will supply for the record the general propor- 
tions, so far as you can obtain them ? 

Mr. WuiuuiuMs. That is right. 
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(The information referred to is as follows:) 


Under Public Law 298, 82d Congress, both the Civil Service Commission and the 
Federal Bureau of Investigation conduct full field investigations on a reimburs- 
able basis for the following agencies: 

Atomic Energy Commission 

Foreign Operations Administration 

International Labor Organization (Department of Labor) 

National Science Foundation 

Office of Civil Defense Administration for the District of Columbia 
State Department 

United States Information Agency 

For the first half of fiscal year 1954 the Civil Service Commission received 
approximately 68 percent and the Federal Bureau of Investigation 32 percent 
of the total workload. 

Under Public Law 920, Sist Congress, the Civil Service Commission conducts 
full field investigations on a reimbursable basis for the Federal Civil Defense 
Administration. 

Nxecutive Order 10450, section 8 (7) (b), states that “the investigation of 
persons entering or employed in the competitive service shall primarily be the 
responsibility of the Civil Service Commission, except in cases in which the 
head of the department or agency assumes that responsibility pursuant to law 
or by agreement with the Commission.” The Civil Service Commission has 
entered into agreements with agencies to conduct their own full field investiga- 
tions only when the agency has in being an investigative staff sufficiently large 
to conduct those investigations expeditiously on a nationwide basis. Such agree- 
ments have been made with only seven agencies as follows: 


Department of Agriculture 
Department of the Air Force 
Department of the Army 
Department of Justice 
Department of the Navy 
State Department 1 
Treasury Department 


Under Executive Order 10450 the Commission is conducting full field investiga- 
tions on a reimbursable basis for the following agencies : 


American Battle Monument Commission 
Budget Bureau 

Capital Housing Authority 

Civil Service Commission 

Coal Mine Safety Board of Review 

Commerce, Department of 

Committee on Organization of the Executive Branch of the Government 
Defense Mobilization, Office of 

Defense Transportation Administration 
Executive Office of the President 
Export-Import Bank of Washington 

Federal Communications Commission 

Federal Mediation and Conciliation Service 
Federal Power Commission 

Federal Reserve Bank 

Federal Reserve System (Board of Governors) 
Federal Trade Commission 

General Accounting Office 

Government Printing Office 

Health, Education and Welfare, Department of 
Home Loan Bank Board 

House and Home Finance Agency 

Interior, Department of 

International Boundary and Water Commission 


1 There are now pending negotiations between State Department and Civil Service Com- 
mission looking to the conduct by the Civil Service Commission of some investigations of 
State Department incumbent employees during the remainder of this fiscal year. All 
these would be conducted on a reimbursable basis by the Civil Service Commission because 
of lack of sufficient investigative staff in the State Department to complete these 
investigations. 
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Interstate Commerce Commission 

Labor, Department of 

Library of Congress 

National Advisory Committee for Aeronautics 

National Gallery of Art 

National Labor Relations Board 

Railroad Retirement Board 

Reconstruction Finance Corporation 

Renegotiation Board 

Securities and Exchange Commission 

Selective Service System 

Small Business Administration 

Tennessee Valley Authority 

United States Tariff Commission 

Veterans’ Administration 

War Claims Commission 

Under Executive Order 10422 as amended by Executive Order 10459 the Civil 

Service Commission conducts full field investigations on a reimbursable basis for 
the following Organizations and Commissions : 


UNITED NATIONS 


Educational, Social, and Cultural Organization 

Food and Agricultural Organization 

International Board for Reconstruction and Development 
International Monetary Fund 

Korean Reconstruction Agency 

Secretary General 

World Health Organization 


INTER-AMERICAN ORGANIZATIONS 


Inter-American Defense Board 

Inter-American Institute of Agricultural Sciences 
Pan American Sanitary Buerau 

Pan American Union 


MISCELLANEOUS INTERNATIONAL ORGANIZATIONS 


Intergovernmental Committee for European Migrants 
South Pacific Commission - 


BILATERAL COMMISSIONS 


Inter-American Tropical Tuna Commission 
International Fisheries Commission 


Norre.—In the event any case being investigated by the Civil Service Com- 
mission develops information which presents a question of subversive interest 
or related matters, the case is discontinued by the Commission and referred to 
the Federal Bureau of Investigation for action. 

Mr. Corron. I recollect from this morning’s testimony that you 
indicated that in cases of positions of high sensitivity investigations 
were made and completed prior to the person in question becoming 
attached to the payrolls and entering upon his Aatian, but in the 
general run-of-the-mill positions of Government that have no reason 
to be particularly sensitive, they go on the rolls and the investigation 
is then started and completed ? 

Mr. Witttams. That is right. That is spelled out in Executive 
Order 10450, which is the President’s Security Order. 

Mr. Corron. Could you furnish for the record, or have you an 
sppreninnt figure now of the proportions of those that are completed 
before the prospective employee goes to work and those that are han- 
dled after the employment? 
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Mr. Youne. That information, Mr. Cotton, is not currently avail- 
able. It is part of this overall problem of breakdown of information 
under Executive Order 10450. 

Mr. Corton. In other words, it is difficult for you to give us that 
information because of the fact that given agencies handle their own, 
the FBI handles some, and you handle the rest ¢ 

Mr. WiaiaMs, The designation of sensitive positions is the respon- 
sibility of each agency. 

That is why we do not have collective information on it. 

Mr. Corron. So in order to have that information we have to go to 
every agency in the Government ? 

Mr. Wuu1aMs. Yes. 

Mr. Corton. It is not gathered anywhere ? 

Mr. Witu1Ms. Not to my knowledge. 

Mr. Corron. You have a rather intricate and complete organization 
of boards and local boards for the purpose of checking employees in 
the Government. 

Mr. Witttams. Not for checking employees. The boards have to 
do with the conduct of examinations for employment. Those are 
boards of examiners. 

Mr. Corron. Suppose that I wanted to become an employee, not a 
highly sensitive position but the ordinary run-of-the-mill Govern- 
ment position, and I apply for the position and take a civil-service 
examination. How is any security investigation conducted, assuming 
that it is not one of those that is turned over to the FBI? 

Mr. WittiaMs. At the time you entered on duty with the agency 
that employed you, you would fill out certain forms which give back- 
ground information. That agency would then send the form to either 
the Commission’s central office or to a regional office, if it were a job 
out in the field. 

Mr. Corron. You say either to the central office or to the regional 
office of the Civil Service Commission ? 

Mr. Wittiams. That is right. The Commission then starts what 
it terms a national agency aneck and inquiry case. That is a check 
of 10 basic records, plus written inquiries to people whom you had 
worked for in the past, references, and certain checks at police de- 
partments in major cities where you may have worked or resided. 

That information is collected at a central point, reviewed, and eval- 
uated. If it is clear and there is no derogatory information at all, 
the agency that hires you is so notified. 

Mr. Corron. If I reside, as I happen to reside, in Lebanon, N. H., 
and I apply for a position which would cause me to be employed in my 
own State, where would that security check go, to the Boston office 

Mr. WittiaMs. To the Boston office. 

Mr. Corron. And it would be conducted by the Boston office ? 

Mr. Wirur1ams. The inquiries would be conducted by the Boston 
office. It would send information down here to Washington where 
the basic files are maintained, that is, the FBI fingerprints, our own 
file. House Un-American Activities Committee. e would send 
the results of our check back to Boston to tally in with the inquiries 
which it had sent. 

Mr. Corron. That is, some Washington employee of the Civil Serv- 
ice Commission would check with the FBI, the Naval Intelligence, 
the CIA and these other groups? 
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Mr. WuuiAMs. Yes, sir. 

Mr. Corron. The Commission sends the information up to Boston ? 

Mr. Yes, sir. 

Mr. Corron. When Boston has completed its investigation and 
you have sent the information up, then wlins happens ¢ 

Mr. Witxiams. If it is all clear they will notify your agency that 
you have been cleared, that there is no derogatory information. If 
the case developed derogatory loyalty information, the case would 
immediately be sent by Boston to Washington. 

We would send it to the FBI and they would start a full field 
investigation. If derogatory information is developed which is not 
concerned with security or loyalty, certain yt of arrest records, 
we will say, then the Commission will decide whether or not you are 
a suitable person to be employed in the Federal service. 

Mr. Corron. If the Boston office —— to you that I have a police 
record, nothing to do with my loyalty to the country, but perhaps 
accused of petty larceny at some time, or something of that kind, does 
that go tothe FBI? 

Mr. No, sir. 

Mr. Corron. What do you do with that? 

Mr. Witiiams. We determine whether or not the information indi- 
cates that you are a suitable person for employment in the Federal 
Government, aside from loyalty: Are you the kind of person who 
ought to be working in the ovoniantian ¢ Not that you are a security 
risk. 

Mr. Corron. You make that determination ? 

Mr. Wiutu1ams. We make that determination. 

Mr. Corron. If you determine I am not a suitable person, what 
happens? 

Mr. WituramMs. We notify your agency to remove you. 

Mr. Corron. Is that the end? 

Mr. Wriu1aMs. Yes, sir. 

Mr. Corron. I have no appeal? 

Mr. WitiiaMs. You have no appeal, nor does the agency. It has an 
administrative appeal, but there 1s no legal right of appeal. 

Mr. Corron. I have no appeal to anybody ¢ 

Mr. No, sir. 

Mr. Corton. Suppose the information that comes back to you from 
Boston casts some doubt on my loyalty, what happens in that case? 

Mr. Witurams. The whole file goes to the FBI. 

Mr. Corron. They make this full field investigation and report to 
you? 

7 Mr. Yes, sir. 

Mr. Corron. Suppose their report confirms that I am a risk? 

Mr. Witxiams. That information goes to the head of the agency that 
hires you, and he makes a determination on his own as to whether or 
not you are a security or loyalty risk. He has the authority to retain 
you or to fire you. 1 

Mr. Corron. Does that information go with a recommendation ? 

Mr. WuuitaMs. No, sir; purely factfinding. 

Mr. Corron. You notify the Soon of the agency that it has been 


established by the FBI that I have been a member of some organiza- 
tion that is supposed to be a Communist organization or Communist 
front? 
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Mr. Youne. The Commission does not say anything. We merely 
forward the document. 

Mr. Corron. The head of the agency can disregard this information 
and employ me just the same? 

Mr. Yes, sir. 

Mr. Youna. He takes it under the criteria set up in Executive Order 
10450 and measures the information against the job for which you are 
an applicant in terms of sensitivity and in light of the background 
information developed and arrives at his own conclusions as to whether 
you are a good employee for that job or not. 

Mr. Corron. However, if he decides to disregard that report, or 
decides that the information in that report is not of serious enough 
nature, he can go right ahead and hire me, and that is the end of it? 

Mr. Youne. Surely. The head of the agency has the full respon- 
sibility for the security program in his own agency. 

Mr. Corron. If that record shows some very slight and almost 
frivolous fact, such as when I was in college I used to sit wp and have 
gabfests about communism or some other trivial thing, does the FBI 
investigate that ? 

Mr. Youne. The investigations will pick up all that they can find 
out about you, whether it is gossip, or rumor, or fact, or unconfirmed 
reports, any kind of information that the investigator can pick up. 
It is reported for what it is worth. 

Then the evaluation is made by the head of the agency. 

Mr. Corron. These reports that are forwarded to the FBI and then 
in turn forwarded to the head of the agency in question, may cover 
the entire scale from some very slight, trivial, and frivolous gossip 
that has not been substantiated by any credible evidence whatsoever 
up to really serious and grave situations that have been substantiated 
by very tangible evidence ? 

Mr. Yes, sir. 

Mr. Youne. They may. 

Mr. Corron. The significance of that report is entirely in the hands 
of the head of the agency ? 

Mr. Youne. That is correct. 

Mr. Corron. With no check over what he does? 

Mr. Youne. He is responsible. 

Mr. Corron. There is no recommendation by either you or the FBI? 

Mr. Youne. That is right. 

Mr. Corron. And he does not have to account for it, whatever his 
decision may be, to anybody higher up # 

Mr. No, sir. 

Mr. Youne. He does not have to report individual case actions, 
which is what you are talking about. 

Mr. Corron. Suppose the agency decides in the light of the infor- 
mation about me that I should not’ be employed; what happens then ? 

Mr. WittraMs. You will not be employed. 

Mr. Corron. He notifies me I am not to be employed ¢ 

Mr. Youna. That is right. 

Mr. Corron. Are there any reasons given ? 

Mr. Young. I would not say so in those cases. 

Mr. Corron. Do I have any appeal to anybody ? 
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Mr. Youna. No, you have no appeal. You are an applicant for a 
job. He can hire whom he pleases. 

Mr. Corron. There is no process I can go through to clear the 
record ¢ 

In fact, I do not even know there is a record ¢ 

Mr. Youne. That is correct, probably. 

Mr. Corron. If I have been already employed—have gone to work, 
pending this investigation, if it is not a highly sensitive position, I 
am simply out? 

Mr. Youne. That is right. There is no right to appeal because 
there is no right to the job. 

Mr. Corron. I am not criticizing that; I just wanted to find out 
what the facts are. 

Mr. Youne. I think that should be made clear. 

Mr. Corron. In former hearings here, it was shown there was quite a 
complicated system of appeal boards. 

Mr. Wuatams. Under the old system after the FBI had completed 
its loyalty investigation it would come back to the Civil Service Com- 
mission and it would go to our loyalty boards. 

There the adjudicative process would take place within the Civil 
Service Commission. In the case of adverse decision the employee 
had the right to file an appeal. The agency had no alternative. Now 
the burden has been shifted to the head of the agency to make that 
determination. 

Mr. Corron. If the head of the agency determines in the light of the 
information that the applicant should not be employed—I am now 
talking about loyalty grounds, not other grounds—and rejects him, is 
that fact reported to any central agency, you or someone else? So that 
it becomes a matter of record should that applicant apply for service 
in some other governmental agency at some future time? 

re It is reported to us and made a matter of our central 
records. 

Mr. Corron. When anyone applies for a position in the Government 
a check is made to see if there has been any former service? Is that 
one of the first steps? 

Mr. Yes, sir. 

Mr. Youna. That is part of the check. 

Mr. Corron. The workload, you say, on these cases is decreasing ? 

Mr. Youne. Decreasing because we are clearing up investigations 
of employees now on the payroll and it will eventually decrease to 
where we will just be checking applicants. 

Mr. Corron. On page 95 it shows you have processed more cases 
during the year 1954 than you did during 1953. 

Mr. Wu1aMs. Yes, sir. 

Mr. Corron. Those are fiscal years? 

Mr. Wriu1ams. That is correct. 

Mr. Corron. You had more cases, however, to process. 

Mr. Witu1aMs. That is correct. 

Mr. Corron. That is because of accumulation? Or is it because of 
more applications ? 

Mr. Wixu1aMs. Part of this program was not in operation in 1953. 
For the first time we are getting a substantial portion of its workload. 
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Mr. Corron. Does the decrease of Federal employment reflect itself 
in the decrease of cases to be processed, or do you have just as many 
applicants to be considered ¢ 

fr. WittiaMs. No; it will decrease. 

Mr. Youna. It may decrease slightly, but your turnover rate stays 
pretty constant with only minor fluctuations in ups and downs in terms 
of the total. 

(Discussion off the record.) 

Mr. Putuuirs. Am I correct in my understanding that in all exami- 
nations in which a veterans’ preference rating is allowed, it is now 
necessary for the applicant to make a passing examination without the 
veterans’ points before they apply ¢ 

Mr. Youna. That is correct. 


AVERAGE SALARY OF CIVIL-SERVICE EMPLOYEES 


Mr. Jonas. You have told us, Mr. Young, that on December 31, 
1953, we had 207,000 fewer employees than was the case on Decem- 
ber 31, 1952. 

I have heard various statements made as to the average Govern- 
ment employee’s salary. Can you give me the figures as to what the 
average is? Is it $4,400? 

Mr. Youna. It is about $4,100, I believe. 

Mr. Wuu1aMs. I think a better figure is the way they break down 
here, the three large groups of employees, Classification Act, wage 
work, and post office. I can give you an average of each of those three 
if you want it. 

r. Jonas. All right. 


Mr. Wiu1aMs, Classification Act employees, of which there are 
about 900,000, have an average salary of $4,140. This was as of 
June 30, 1953. 

As to the ny boards—those are the blue-collar workers and these 
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wages are set 
$3,866. 

Mr. Jonas. How many are there? 

Mr. Wiuuiams. About the same, about 900,000. 

Then you have your post-office employees, roughly, about one-half 
million, and their average salary is $3,918. 

Mr. Jonas. That $3,918 includes gross, or basic, or what? 

Mr. Wiu1aMs. That is the arithmetic mean. This would be all 
the people working in these categories, total salaries divided by the 
number of people. 

Mr. Puturrs. Is that the actual salary they get, or is it like a basic 
salary to which you add these various percentages, under which, for 
instance, a $5,000 salary is built up to about $6,800? 

Mr. Witx1aMs. That is the average payroll divided by the number 
of persons getting paid. It takes in everything. 

Mr. Jonas. I want to get the correct information. I have heard it 
estimated in various figures and what I am really getting at is this: 
I want to be able to speak with accuracy when I say that the elimina- 
tion of so many employees means a saving per year of $800 million 
based upon the average wage. 


prevailing rates in the locality—their average is 
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Would you say I would be correct if I would use those three figures 
and get the average? 

Mr. Witi1ams. You would have to weight them by numbers. 

Mr. Jonas. You would have to know how many classified employees 
were included in that 207,000? 

Mr. Yes. 

Mr. Jonas. However, that would be the best way ? 

Mr. Yes. 

Mr. Youne. It is as good a guide as you can get. 

Mr. WitiiAMs. I would say you can use an average of $4,000 and be 
close enough to apply to the 207,000 removals. 


NUMBER OF EMPLOYEES SERVING UNDER EXCEPTED APPOINTMENTS 


Mr. Jonas. You told us this morning that the total Federal em- 
ployees worldwide numbered 2,356,000, of which 2,040,000 are civil- 
service employees, leaving 316,000 not under civil service, but the 
316,000 you said included AEC employees and TVA employees. 

Could you give me the approximate totals of AEC and TVA em- 
ployees so I could deduct them ? 

Mr. Young. It is easier to get them the other way. I have 316,000 
and roughly 220,000 positions are in schedule A. That is including all 
positions in schedule A. 

Mr. Puuties. Will you say what schedule A is so it is in context? 

Mr. Youne. I will give you the official definition. Schedule A 
consists of positions other than those of a confidential or policy- 
determining character for which the Commission decides it is not 
practicable to examine either competitively or noncompetitively. 

Mr. Jonas. That is 220,000? 

Mr. Youna. That is about 220,000. 

Then schedule B consists of positions other than those of a confiden- 
tial or policy-determining character for which the Commission decides 
it is not practicable to examine competitively. 

Appointments to these positions shall be subject to such noncom- 
petitive examinations as may be prescribed by the Commission. 

In schedule B you have 4,000. 

In schedule C you have roughly 900, so if you take that in round 
figures from 316,000 it leaves you roughly 91,000 in these other per- 
sonnel systems excepted by statute from civil service. 

Mr. Jonas. And there are only two of those? 

Mr. Younc. There are six of them, but there are a number of small 
ones like the Public Health Service and so on, where the numbers are 
very small. 

Mr. WiiuiaMs. If you would like we will give you a full break- 
down, it would be over 315,000, by agencies. 

Mr. Jonas. I would like to have that, if you do not mind. We do 
not need it for this hearing. 

Mr. Putuirs. We will include it. 

(The information referred to is as follows :) 
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Number of employees serving under excepted appointments in the executive 
branch of the Federal Government, Dec. 30, 1953 

Number of 

employees 


Committee on Retirement Policy for Federal Personnel 
Council of Economic Advisers____ tied 19 
Office of Defense Mobilization 


Treasury 


Office of the Secretary of Defense 2 


American Battle Monuments Commission_____-..-------------_--~- 439 
Atomic Energy Commission____~ 6, 823. 
Board of Governors, Federal Reserve System_ enenkad 583 


Commission on Foreign Economic 


Export-Import 19 
Federal Civil Defense Administration_____-_- 63 
Federal Coal Mine Safety Board of Review_ 5 
Federal Communications Commission ai 97 
Federal Deposit Insurance Corporation__- 19 
Federal Mediation and Conciliation Service____._.---------------~- 254 
Foreign Operations Administration._.....................---.....- 5, 353 
General Accounting Office ” 54 
General Services Administration 349 
Housing and Home Finance Agency.-._-....................--<... 228 
Information 7, 497 
National Advisory Committee for Aeronautics_____________--_---_-- 5 
Nationa! Capital Housing Authority... 2 
National Capital Planning 
National Security Training Commission__-_.....--_--------------- 5 
Reconstruction Finance 83 
Rubber Producing Facilities Disposal Commission____.--.-________ 20 
Securities and Exchange Commission— 83 


247 
13. 742 
3, 742 
4, 843 
— 46 
424 
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Number of employees serving under excepted appointments in the erecutive 
branch of the Federal Government, Dec. 30, 1958—Continued 
Number of 
employees 
Small Business Administration___- 
Smithsonian Institution_ 
Soldiers’ Home 
Subversive Activities Control Board 
Tariff Commission 
Tax Court of the United States_ 
Tennessee Valley Authority 
Veterans’ Administration 
War Claims Commission 


1 Entire agency excepted from civil service by law. 

2 Partially excepted from civil service by law, as follows: State, Foreign Service ; Justice, 
Federal Bureau of Investigation ; Health, Education, and Welfare, Commissioned Corps of 
Public Health Service; Veterans’ Administration, Department of Medicine and Surgery 
(doctors, dentists, and nurses). 


U. 8. Civil Service Commission, January 1954. 


FIELD ORGANIZATION 


Mr. Jonas. You are supposed to have 12 regions, but you abol- 
ished 4; is that correct? 

Mr. Youne. Three. 

Mr. Jonas. I was interested in region 4, because it covered my point. 

Mr. Pures. How many does that leave, did you say? 

Mr. WruiaMs. Eleven. 

Mr. Jonas. The chart was made before you abolished region 4? 

Mr. Yes. 

Mr. Youne. Would you like a chart showing the change in regions? 


DUTY STATION, CHARLOTTE, N. C, 


Mr. Jonas. Yes, sir. 

What organizations do you have subordinate to these regional 
organizations? For example, in the city of Charlotte, N. C., which is 
now in the fifth region and served out of Atlanta, you have an office 
with 2 or 3 people there. What do you call that? 

Mr. Macy. We have a civil-service representative in Charlotte. We 
also have a number of investigators from the investigative program 
we were talking about duty stationed there to do investigative work 
in that general vicinity. 

Mr. Jonas. What do you call the office in your organizational chart? 

Mr. Wuu1aMs. They are duty stations. 

Mr. Putuirs. Is that what you speak about, a duty station? 

Mr. Macy. Yes. 

Mr. Jonas. Then you have a sort of committee that I have heard a 
lot about in Charlotte which handles civil-service matters. 

Mr. Wii11AMs. Boards of examiners, probably. 

Mr. Youne. Is that the Personnel Council ? “en 

Mr. Jonas. I am inquiirng about what kind of organizations you 
do have. 

Mr. Youne. It would not be ours. It would be a voluntary group 
of some kind. We do not have an organization there. : 

Mr. Macy. It might be a board of examiners from the various 

ncies in the Charlotte area. ’ 
wer. Jonas. Civil-service personnel in Charlotte have complained to 
me that they are unable to get any information from your duty-station 
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official; they have called on him and he says he is there to handle 
post office matters only. They have also told me that you have in 
charge of a civil-service committee in Charlotte a man I will call X 
who is a personnel officer in an Army installation in Charlotte. 

I am just trying to find out what kind of organization they are 
talking about. 

Mr. Youna. They probably have a local Federal personnel council 
in Charlotte, which is not a creature of the Civil Service Commis- 
sion. It is a voluntary grouping together of personnel officers of 
the installations in the area. 

It has no official standing with us. 

Mr. Jonas. Why would civil-service Meg cc ho go to this individual 
and why would he have anything to do with their records? 

Mr. Youna. I am sure I do not know. I would like to find out, 
though. Can we get the particulars from you? 

Mr. Jonas. I will write you a letter. 

Mr. Youne. That would be very helpful, because that kind of thing 
can be useful to us in checking up on field operations. 

Mr. Lawron. If it is an examining board, they would maintain the 
registers by the groups that are covered by that examining board. 
That beard could be composed of representatives of the agencies in 
the area, acting under delegated wuthodity from the Commission to 


Mr. Tuomas. Mr. Chairman, my observations are going to be a little 
light. I am going to be good to this new Commission. I think the 
Chairman and his very able staff have done a good administrative 
job. I think there is a lot in front of you, and I am going to attempt 
i to point that out to you quickly. 

4 Vill you please get your own organizational chart and look at it 
i with me? Then look at your woriend by activities or functions. 


e conduct examinations under our standards. 

3 Mr. Jonas. Are these examining boards created by you? 

¥ Mr. Lawron. Supervised by our Commission, but they are agency 
personnel. 


RECRUITING AND EXAMINING BRANCH 


Start with your Recruiting and Examining Branch. That is your 

big one. I believe you have about twelve or thirteen hundred em- 
loyees in there. You do not have a central table here showing it 
y field and central office. 

You break it down piecemeal. 

Mr. Speck. Page 6 for the examining activity. 

Mr. Young. Page 6 breaks it down. 

Mr. THoomas. All right. 

You have a total of 1,100 for 1955 against 1,156 for 1954. Your 
= office for 1955 numbers 468 as against 632 in your 11 regional 
offices. 

By closing those regional offices, did you reduce your total employ- 
ment by 153 jobs? 

Mr. Young. By closing the regional offices? 

Mr. Tuomas. Yes, sir; the three regional offices. Did you curtail 
the employment by 153 jobs in the field ¢ 

Mr. Young. I think the number of positions abolished by closing 
these 3 regional offices was 78. 
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Mr. ‘Tuomas. You show a reduction of 153 in the field in 1955, com- 
paring it with 1954. 

Mr. Youne. No. 

Mr. Tuomas. That is a total of 153, 1,519 against 1,366. 

Mr. Macy. In the process of reorganization a number of the exam- 
ining activities in the immediate area of Washington, D. C., which had 
previously been handled under the fourth region as a part of the field 
were consolidated with the departmental examining activities in the 
central office. 

Mr. Tuomas. How do you breakdown your functions now of this 
division here, Recruiting and Examining, between the central oflice 
and your 11 field offices? 

Mr. Young. It is given in this table on page 6. You mean the cost 
in the number of positions ? 

Mr. Tuomas. The actual workload. How is it divided between the 
field and the central office? Where are the papers graded ¢ 

Mr. Youna. It depends on where they are. 

Mr. Tuomas. In the field or central office ¢ 

Mr. Young. The field operations, with the exception of the cen- 
tralized services like the Retirement Division and the Service Records 
Division, represent a reflection of the central office in terms of fune- 
tious performed, It has its own Examining Unit and its own Inspee- 
tion Unit. 

Mr. Tuomas. Take your main activity, recruiting and examining. 
What part of that work is done in the field and what part is done in 
the District of Columbia, or in the central office ? 

Mr. Wituiams. I can give you some figures on that. In the central 
office there would be about 3,500 examinations announced. In the field 
there would be close to 11,000. 

Mr. Tuomas. Where are the papers graded for the announced 
examinations 

Mr. Wituiams. In the field. 

Mr. Tuomas. All of them in the field ? 

Mr. Wituiams. For those announced in the field. Those announced 
in the field are graded in the field. Those announced in Washington 
are graded in Washington. 

Mr. Tuomas. It is about 3 to 1, the field as against the central office? 

Mr. Wititams. Yes, sir. In terms of numbers of examinations and 
in terms of kinds of examinations, there is a difference. 

Mr. THomas. Yet your employment ratio is 468 in the central office 
as against 632 in the field. 

Mr. Youna. You mean it should be higher for the field? Is that the 
information you want / 

Mr. Tuomas. Yes. 

Mr. Youna. However, you also have the central functions in the 
central office. 


INVESTIGATIONS OF CHARACTER AND FITNESS FOR EMPLOYMENT 


Mr. Tuomas. Not in that proportion. That is one of the things I 
want to try to bring to your attention. What about your investigative 
activities ¢ 

Mr. Younae. Part of it would have to do with the right types of 
examinations. 
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Mr. Tuomas. What part of that activity is done in the field and 
what part is done in the central office ¢ 

Mr. Youna. Like type of examination ? 

Mr. Tuomas. Yes. Have you any specific information as to what 
part is done in the field and what part is done in the Washington 
oftice 

Mr. Youne. I do not think I understand what your question is. 

Mr. Tuomas. I mean, how many investigations are done in the field 
and how many are done by the Washington staff? I am talking about 
personnel investigations, employment fitness, and so forth. 

Mr. Youna. Oh, personnel investigations. 

Mr. THomas. This does not show that. 

Mr. Young. When you are speaking of investigations, part of the 
investigations are done in the field and part of the same investigation 
is done in Washington. The central agency records are checked in 
Washington on a centralized basis. 

Mr. Tuomas. You have a separate unit, though. You have about 
300 employees doing nothing but that work in the District of Colum- 
bia, and I imagine you have a similar unit in each one of your offices. 
Do you have any idea of how many investigations are done in the 
Washington office and how many are done out of the 11 field offices? 

Mr. Wiiuiams. I can give employment figures between the field 
and central office. 

Mr. THomas. You have your employment figures set up here in the 
table, but they do not mean anything unless you translate that in the 
terms of the workload. 

Mr. Wittiams. This will be in the terms of field and central office. 
If you look at the national agency check item on the top line of the 
table on page 20, you will find 137 of the positions in 1954 in the 
central oflice, and 321 in the field, making up this total. 

Mr. Tuomas. Where do you get that information? That is not 
on my sheet. 

Mr. I have a table here which gives me that information. 

Mr. Tuomas. Why did you not put that table in the justification 
and then it would save me all this time and your time, too. 

Out of that proportion give me some information as to the actual 
sases investigated in the District and in your 11 offices. 

Mr. YounG. You cannot divide by the number of cases because 
part of the investigation is done here and part in the field. 

Mr. Wittiams. Both places are working on the same case. 

Mr. Youna. You would be counting the same cases twice. 

Mr. Tuomas. That may be true in 1 case out of 10, but it would 
not over more than that. 

Mr. Youne. It is true of all cases. 

Mr. Tuomas. Why? 

Mr. Youn. Because all cases have to have at least a national agency 
check. That is the starting point. 

Mr. Tuomas. You mean if you have a man in Sacramento, Calif., 
who has never worked in Washington, D. C., and he is going to work 
in the 11th regional office out there, you are going to spend some time 
checking here when he tells you he never worked outside of California? 

Mr. Wuu1ams. The FBI may have a record of something else. 

Mr. Youne. There are basic checks we make, the FBI, the Civil 
Service, and 6 or 7 groups, so every investigation has to come into 
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Washington for that kind of a check. That is saving money, such 
records are centralized instead of setting up duplicate indexes all over 
the country of all these records. 

Mr. Tromas. That would be reflected, not in your budget, but in 
the budget of the FBI, because you are not going to do anything be- 
yond some routine investigation. 

Mr. Youne. The Civil Service Commission is responsible under the 
Executive order for maintaining the central national register to be 
used or security-checking purposes. 

Mr. Tuomas. After the investigator in California makes his investi- 
gation he writes a letter, and you run down your records, and then 
the name appears and that is the end? 

Mr. Youne. Yes; and the regional office is notified. 

Mr. Tuomas. Certainly some clerk is not going to get out of the 
office to do that. You are going to check your master record list. 

Mr. WittiaMs. We are going to come up here and look at the 
records of the House Un-American Activities Committee, review the 
Army and Navy files, and there are 6 or 7 basic records, all of which 
are checked in every case, because there is no one place in which all 
of that information shows itself. 

Mr. Tuomas. I was noticing this chart here on the Executive and 
Administrative Services. Of course, vour emphasis has to be on the 
executive part of it, and maybe there is too much on the last part of 
that clause. 


BUREAU OF PROGRAMS AND STANDARDS 


I was looking over the Bureau of Programs and Standards here. I 
have checked them here roughly, about 175 people. That is all here 
in the District of Columbia, is it not, or do you have a duplicate setup 
in the field? 

Mr. Macy. No; this is only in the central office. This is the source 
of our planning. It is the programing activity for the entire 
organization. 

Mr. Trroomas. There is one spot where you can save 100 employees 
because the type of work the Federal Government does does not change 
from year to year and the less of this you do, the better off you are 
going to be, gentlemen. 

You better give that a little careful looking over next year. 

Mr. Youna. I strongly ——— with that approach because if you 
are going to have a better employment service that saves you money, 
that is where the basic thinking is going to come from, right there. 

Mr. Tromas. If you have too many of them, they cannot think. 
They are in each other’s way. You are going to have to put them out 
some place else. 


BUREAU OF MANAGEMENT SERVICES 


What about your 244 employees in the Bureau of Management 
Services? Is this duplicated to any extent in the field? 

Mr. Youne. Not atall. This is a central function. 

Mr. Tuomas. What do you have comparable to it in each one of 
your 11 field offices? 

Mr. Youne. We would not have anything comparable to that job. 
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Mr. Macy. We would have one individual as an administrative 
assistant to the regional director to pool together these various house- 
keeping activities. 

Mr. THomas. What about your organization and methods office 
here? You have 13 people in it. 

Mr. Macy. That is a central office operation. We do not have a re- 
production of that in the regional offices. Likewise the Statistics 
Section and the library are maintained in the central office only. 

Mr. THomas. Budget and Finance—do you have any of that work 
done in the field ? 

Mr. Winaiams. They pay their own bills out in the field. 

Mr. Tuomas. The vouchers are made up in the field and you send 
them back? 

Mr. Witu1aMs. They handle them completely. 

Mr. Tuomas. You would handle only the vouchers for the central 
office ¢ 

Mr. Witu1ams. For the central office, plus the master records for 
both field and central office. 

Of course, most of the people here, Mr. Thomas, are not in budget 
or fiscal work. The major number of these people are in a statistical 
work section using IBM equipment. That group handles all IBM 
work for the entire Civil Service Commission. 


STANDARDS DIVISION 


Mr. Tuomas. Going back to your Bureau of Programs and Stand- 
ards, the Chairman (Mr. Young) says he disagrees that 175 people 
are toomany. The Standards Division alone employs 91 people. 

Is that the group writing job descriptions? 

Mr. Macy. No. That is the group that is concerned with the devel- 
opment of qualifications and classification standards for use as guid- 
ance and controls throughout the Federal service. 

Mr. Tuomas. How often do they change that now? Do they do it 
every 2 weeks or every 3 months? 

Mr. Macy. No. We have some 15,000 different occupational groups 
that are involved in the Federal service. 

In some areas there are very inadequate standards that exist at the 
present time. We have to provide standards in order to give the nec- 
essary guidance to the operating people in the agencies. 

We also have in this division all of our test organization. This is 
where the various test devices are developed by our professional people, 
both for use by the Commission and for use by the departments and 
agencies. 

For example, in the Navy they have a very extensive promotion ex- 
amining — They utilize the services of this test staff in order 
to provide one of the more effective means of selecting those who are 
promoted. 

REGULATIONS AND INSTRUCTIONS DIVISION 


Mr. Tuomas. What are these 28 people doing in the Regulations and 
Instructions Division? I see you have one grade 14, plus two more 
14’s, six 13’s, two 12’s, and five 11’s. 

What do they do that the Assistant Director in charge of program 
coordination does not do? He has 9 people on his staff. 
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Mr. Macy. The regulations and instructions group is concerned 
with the development of the written instructions and guides that go 
out from the Commission for use by the departments and agencies. 

Mr. Tuomas. What are they supposed to do? 

Mr. Younes. For instance, all the rules and regulations go to the 
boards of examiners in all the different agencies. One of the objec- 
tives of that section is an attempt to simplify regulations, among other 
things. 

Mr. THomaAs. How often do you change those regulations? The 
Post Office Department has been doing the same work, they tell me, 
for the last 30 vears. 

How often do you have to send new rules and regulations and in- 
structions to them? 

Mr. Youne. We have sent a great many of them during the last 
year because of changes we have made in the program, simplification 
and readjustment, and I hope we will be sending a lot more this next 
year. 


CIVIL SERVICE COMMISSION SECURITY INVESTIGATIONS INDEX 


Mr. Yares. Getting back to Mr. Thomas’ question, what does your 
file show? Does it indicate the names of those who have had some 
sort of an accusation brought against them ? 

Mr. Youn. You mean our central file / 

Mr. Yarers. Yes. the central file. 

Mr. Youna. The central agency check ? 

Mr. Yares. Yes. I mean the one that Mr. Thomas was asking 
about. 

Mr. Youna. That was set up under the provisions of the Executive 
order, which T would like to read to vou. 

Mr. Wrettams. We have a record of everybody who has been in- 
vestigated, 

Mr. Yares. Do you mean everybody in the Federal Government ? 

Mr. Witurams. In any agency. In other words, if the Army con- 
ducted an investigation of one of its employees, or prospective em- 
ployees, it would have to send us a notice. That goes into the file. 

Mr. Yares. Does every agency have to send you a notice about its 
civilian employees who have been subjected to an investigation / 

Mr. Yes, sir. 

Mr. Yarrs. That goes in this central file; is that correct? 

Mr. Witiiams. Yes. 

Mr. Youne. I would like to quote from section 9 of the order. 

Mr. Prusars. What are you quoting from ? 

Mr. Youne. Section 9 (a) of Executive Order 10450. It says: 

There shall be established and maintained in the Civil Service Commission a 
security-investigations index covering all persons as to whom security investi- 
gations have been conducted by any department or agency of the Government 
under this order. The central index established and maintained by the, Com- 
mission under Executive Order No. 9835 of March 21, 1947, shall be made a part 
of the security investigations index. The security-investigations index shall 
contain the name of each person investigated, adequate identifying information 
concerning each person, and a reference to each department and agency which 
has conducted an investigation concerning the person involved or has suspended 
or terminated the employment of such person under the authority granted to 
heads of departments and agencies by or in accordance with the said act of 
August 26, 1950. 
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Then section (b) of this section goes on to direct the heads of all 
departments and agencies to furnish promptly to the Commission 
appropriate information to go into this index. 

Mr. Yarers. Concerning the decision of the investigation ¢ 

Mr. Youne. The information to go into the index. 

Mr. Yartrs. Yes; but does your index contain disposition of the 
investigation ¢ 

Suppose, for example, the Army investigates one of its employees. 
Does the Army then have to notify you as well as to what the result 
of its investigation was so that you know upon looking at this file what 
has happened as a result of the Army investigation / 

Mr. Tio: lam not sure. We would probably pick it up one way 
or another. Whether that is part of the information that comes in, I 
am not sure without checking. 

Would you like me to check that point for you? 

Mr. Yares. The thought that comes to my mind is that the file would 
be less than useless in the event you were sent some information by the 
Department of the Army that it was investigating an employee and 
your file did not indicate the result of that investigation, 

Mr. Puiures. Your point is very well taken except for one thing. 
As I see it, the file in Civil Service is a static file. It is not used unless 
something comes up about that particular employee. Then if the 
question arises the Civil Service would go to the Army and ask what 
happened in that particular case. Am I right? 

It would save a certain amount of clerical work if it were handled 
that way. 

Mr. Yares. It would be silly if it were not up to date. 

Mr. Youna. May I refer you to page 24 of the justification where 
the statement is made that each department or agency also reports to 
the Commission the security decision made in cases investigated either 
by the Commission or by the department or agency. 

Mr. Yares. In other words, then, the answer to my question is “Yes,” 
that your file does contain a statement of the decision which is made 
with respect to a case involving an employee, whether it be for security 
reasons or any other type of reason / 

Is the answer to my question “Yes” as a result of what you read ? 

Mr. Young. I said this security index was set up to cover all per- 
sons concerning whom security investigations are made under Execu- 
tive Order 10450, and that covers all applications and all Federal 
employees. 

Mr. Puiuies. Is that the answer to your question ? 

Mr. Yarrs. I donot know. Iam going to ask it again. 

Here is what we have on page 24 of the justifications: 

The central index established by Executive Order 9835 was made a part of this 
security-investigations index. 

This is alsoa part of Executive Order 10450; is that correct ? 

Mr. Youne. Yes. 

Mr. Yares (reading) : 

A record is received of each security investigation initiated in the executive 
branch showing the name of the person investigated, adequate identifying in- 
formation, and the department or agency conducting the investigation. Each 


department or agency also reports to the Commission the security decision made 
in cases investigated either by the Commission or by the department or agency. 


1010 


I now ask you whether the central index file of your agency con- 
tains a record of the disposition made of every case that has been un- 
dertaken pursuant to the provisions of Executive Order 9835 and 
Executive Order 10450? 

Mr. Youna. The answer is “Yes.” 

Mr. Yarrs. How much money are you requesting for investigations 
this year? 

I believe you refer to investigations as national agency investiga- 
tions; is that right? 

Mr. Youna. There are all kinds of investigations. 

Mr. Yares. Under what category would security investigations be? 
Would that be your listing under national agency investigation ? 

Mr. Youne. The national agency and inquiry check is required of 
all Federal employees and applicants. 

Mr. Yares. Of all Federal employees and applicants. That would 
mean Federal employees who have been working for the Government 
for some period of time, and also those who apply for positions in 
the Government: is that correct ? 

Mr. Youna. That is correct. 

Mr. Wuu1aMs. Executive Order 10450 sets up eight categories of 
information in the nature of standards which affect suitability or secu- 
rity. For every one of those categories, with a number of subbreaks, 
those cases come to the Civil Service Commission. 

If information is developed that fits within the other listed cate- 
gories of Executive Order No, 10450, the order says that those cases 
will go to the Federal Bureau of Investigation. 


SECURITY INVESTIGATION PROCEDURE UNDER EXECUTIVE ORDER NO. 9835 


Mr. Yates. Mr. Williams, I have here a copy of the hearings of 
the Subcommittee on Independent Offices for the fiscal year 1952, and 
at that time on page 461 in the course of the inquiries, the question 
was asked you as to whether or not the Federal Bureau of Investiga- 
tion was checking every Federal employee. 

I think along about that time, pursuant to the loyalty order that 
had been drafted, the FBI conducted a security check of every em- 
ployee of the Federal Government; that is, every civilian employee 
of the Federal Government, did it not ? 

Mr. Wiiutams. No, sir. At the outset of the program based on Ex- 
ecutive Order No. 9835, every incumbent in the Federal service as of 
some date in September—— 

Mr. Yates. What year? 

Mr. Wiii1aMs. 1947. Every incumbent was cleared through the 
FBIs fingerprint file. That was the only checking done on incum- 
bents in positions as of that date. 

If derogatory information came out of that, it was extended to a 
more thorough investigation. 

Mr. Yates. Let me read to you from page 465. I said: | 

Just to complete the record, in response to a former question, you said prior 
to the time of the installation of the loyalty program every Government employee 
in the Federal service was investigated by the FBI. 

Are you now saying that the extent of the FBI investigation that 
was undertaken at that time was purely a check of the fingervrint. 
files of the FBI? 
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Mr. WuuiaMs. Resulting from Executive Order No. 9835, that is 
correct. I am not too sure whether that statement relates to the pro- 
gram started under Executive Order No. 9835. 

Mr. Yates. Let me show you the hearings. 

Now that I have shown you the hearings, what is your impression 
of what oceurred in response to the question that I asked you? Was 
the check that was undertaken by the FBI of all the Federal employees 
more than a check of fingerprint records ¢ 

Mr. Witi1ams. This does not indicate either way. 

Mr. Yares. I think there is some more information on the next 
page. It goes on to say: 

Just to complete the record, in response to a former question, you said prior to 
the time of the installation of the loyalty program every Government employee 
in the Federal service was investigated by the FBI. 

The answer to that was: 

That is correct. 

How many employees of the Federal Government were there at that time, 
approximately ? 

The answer to that. was “1,700,000.” That was the number in the 
Federal service at the time Executive Order No. 9835 came into 
existence. 

Then I asked you: 

How many disloyal employees did the FBI find? 

Your answer was: 

I do not know. They send their reports back to the employing agencies, and 
those cases would go through the agency’s boards. 

Mr. Wititams. That is correct. It was all part of the procedure 
under Executive Order No. 9835 dealing with incumbents at the time 
Executive Order 9835 became effective. 

Mr. Yates. Let me ask you this question, then: 

As of that time was there an investigation of the civil employees 
who were working for the Federal Government by the Federal Bureau 
of Investigation; all of them? 

Mr. WintiaMms. Prior to Executive Order No. 9835 4 

Mr. Yares. Yes. 

Mr. Wituiams. I do not know. 

Mr. Yarrs. Do you know whether there was an investigation by 
the FBI of all employees subsequent to that order ¢ 

Mr. WituraMs. I would say not. 

Mr. Yates. May I take one minute to find the previous question ? 

Mr. Puitxirs. Could you follow your line of questioning as to 
whether the Commission had received money from this committee to 
do a more thorough job? 

Mr. Wituiams. I am wondering if our point of departure is not 
this: That when Executive Order No. 9835 came into existence, there 
were 2 problems, 1 with respect to people who were already in the 
Government service. 

Two, with respect to those who would thereafter enter the Govern- 
ment service. 

Now, on the first problem the order provided that there would be 
clearance through the FBI, that every employee in the Government 
as of that date had to file certain papers. Those papers came to the 
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Commission, went to the FBI, were cleared through the FBI, back to 
the Commission, and back to the employing agency. We did nothing 
but handle a flow of papers to and from the employing agency. 

With respect to people coming into the service as of that date and 
thereafter an entirely different procedure was provided for them. 

Mr. Puiitrps. Could we find out what those papers were? For in- 
stance, the FBI made a questionnaire. 

Mr. Witu1aMs. | am not too sure the FBI made it. 

Mr. Puitiirs. Somebody made it and that asked questions which 
were then forwarded to you, and you, in turn, forwarded them to 
the FBI. 

Mr. Wmutams. That is correct. 

Mr. Yares. I now call your attention to page 449 of the hearings of 
the same year in which Mr. Yates asked this question : 

Does that survey ever compel you to make duplications of checks? How do 
you know whether you have checked an employee once before? 


Mr. Williams said: 


We have a master file in the central office of the Commission, As soon as a 
case comes in from the field, it is checked against that file. Usually, if he has 
already been checked, nothing is done; it is so indicated and sent back. 

Mr. Yares. And that file shows the loyalty record? 

Mr. WILLIAMS. That shows the loyalty record of every person who has been 
checked, 

Mr. Yarrs. The Commission, then, does maintain a list of all employees work- 
ing for the Federal Government? 

Mr. WILLIAMS. No, sir; not in that file. 

Miss PERKINS. Only those checked, 

Mr. WILLIAMS. This loyalty program did not start until the latter part of 
WMT. It covers new appointees who have come into the service on or before 
October 1, 1947, 

Mr. YATES. With respect to this pro forma investigation, no check has been 
made or is being made with respect to those who were employed by the Federal 
Government prior to that time? 

Miss PeRKINS. Oh, yes. That was done, and completed. 

Mr. WILLIAMS. That was done by the Federal Bureau of Investigation. All 
people who were in the service as of October 1, 1947, were checked. 

I got the impression from that that they were checked by the FBI 
and now [ask you the question as to whether they were checked by the 
FBI and you say you do not know. 

Mr. Witttams. You are speaking there of people who were in the 
Government service as of a given date. 

Mr. Yares. As of any date. All right, that was done by the FBI. 
All people who were in the service as of October 1, 1947, were checked, 
vou say ¢ 

Mr. Wittiams. Yes. They were checked as a group, not as they 
came into the Federal service, but they were checked as a group. 

Mr. Yates. How were they checked? What sort of a check were 
they subjected to by the FBI? 

Mr, Pumps. That is 5 years after. 

Mr. Yares. I was under the impression that the FBI made a check 
of every Government employee. Was that true? 

Mr. WittaMs. To my knowledge the only check made was against 
the FBI fingerprint file, and from that check if there was derogatory 
information, sometimes they would complete it through a more 
thorough investigation. 

Mr. Puiurrs. Now I am becoming confused. Now you say only 
against the FBI file? 
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Mr. Yates. Fingerprint file, which is different. 

Mr. Puitiies. A moment ago you said that questionnaires were made 
out and forwarded through you to the FBI. 

Mr. WituiaMs. Yes, sir. 

Mr. Prituirs. What happened to them ? 

Mr. WituiaMs. It was against those records that the FBI made its 
fingerprint check, for identification purposes. 

Mr. Yarrs. Are you saying now that the FBI did not check the 
fingerprints of every Federal employee, but only those that were 
suspicious on the basis of the questionnaires they received ¢ 

Mr. No, sir. 

Mr. Yares. I thought that was the reply you gave Mr. Phillips. 

Mr. Witu1aMs. I said the forms were used for purposes of identi- 
fication to check the FBI fingerprint files. 

Mr. Yarers. In other words, they took the names of the Federal 
employees from the questionnaires and using those names they checked 
their fingerprint files 

Mr. Wiu1aMs. Yes. Fingerprint charts accompanied the question- 
naire forms. 

Mr. Primus. There was nothing on that questionnaire which said, 
“I worked for the following firms in the last so many years,” and the 
FBI did not go back and ask those firms if this man worked for them ? 

Mr. Lawton. | think it went back 10 years, records of empleyment 
and things of that sort, identifying information, which would match 
the file. 

Mr. Prius. Mr. Yates and I want to know with respect to that 
part of the questionnaire which said whom he worked for in the 10 
years whether any use was made of that. 

Did the FBI go back and ask the employer in the previous 10 years, 
if it were not the Government ¢ 

Mr. Lawron. No; it did not. It was a record check. 

Mr. Putuurs. They did check these fingerprints and apparently 
nothing else, but where are these papers now ? 

Mr. Yarrs. There is so such statement in these hearings. Appar- 
ently, I got the wrong impression from those hearings because | was 
under the impression that the FBI had checked every Federal 
employee and that every applicant for Federal employment there- 
after was going to be checked; so that all the employees of the Federal 
Government presumably would have been checked for loyalty. 

Mr. Youna. I think there is a distinction there, if I may interrupt. 
Let’s stick to the term “loyalty” in dealing with that program, because 
it is entirely different from the present security program. 

Mr. Yares. I am talking about what happened when I walked out 
of the hearings prior to the passage of the latest Executive order 
1 got that impression. 

The impression I get now is that the only check that has been made 
by the FBI apart from applicants for Federal positions since that 
date was a check of its fingerprint file. 

Mr. Wuu1aMs. To the best of my knowledge that is correct. 

Mr. Lawron. Let me expand that just a trifle. 

If that record check indicated any derogatory information, then a 
full field investigation was made by the FBI, just as it would be now. 

In other words, if the check showed that this particular person had 
been a member of some organization that was listed as a subversive 
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organization, a front organization, or anything of that sort, then the 
FBI made a full field investigation of that individual, but they only 
made the full field investigation where the record check turned up 
derogatory information or indicated that there was derogatory 
information. 

Mr. Yares. Is it correct to say that since that order of 1947 that we 
referred to a few moments ago the only applicants who have been 
checked by the FBI are those who have been checked in accordance 
with your request, since that date of October 1, 1947, and that all 
applicants have not been checked by the FBI? 

Mr. Witu1aMs. They have been partially checked in the sense that 
the record check we make includes the FBI fingerprint file as one of 
the sources we look at. 

We look at the FBI fingerprint file. We look at our own master 
index. We look at the records of the House Un-American Activities 
Committee. 

So to that extent the FBI fiiles are included, but from the standpoint 
of making a broad investigation, they have made them only in cases 
where we have requested them to, which would be in cases where we 
had developed some derogatory loyalty information. 

Mr. Yarers. IT still do not fully understand. Let us go back to what 
Mr. Lawton said. The FBI made a check of its fingerprint files, and 
I think for the moment I must have been thinking that the FBI 
fingerprint files showed only criminal cases. 

As a matter of fact, it shows loyalty cases, Communist cases, and a 
number of other cases of that category ; is that not correct ? 

Mr. Youne. They show thousands of people who merely want to 
get their fingerprints on record and who are good American citizens. 

Mr. Yarrs. Yes: so that the FBT checked the fingerprints files. 

Mr. WitiiaMs. As of a given date. 

Mr. Yarrs. As of October 1, 1947, and if the FBI had any file of any 
kind on that person as a result of the fingerprint check, it was investi- 
gated thoroughly ? 

Mr. WitutaMs. It decided whether or not the investigation should 
be expanded. 

Mr. Yarers. The FBI as a result of those investigations notified the 
Civil Service Commission of what it discovered and you put it on your 
master file; is that. not correct? 

Mr. WriuuraMs. I don’t know the answer to that. I would assume, 
yes, by virtue of the provisions of Executive Order No. 9835. 

Mr. Yares. We had a date in October 1947. Subsequent to that 
date in October 1947, was not the application of every applicant. for 
Federal employment subjected to the same fingerprint test in the FBI? 

Mr. Wiiu1aMs. Not everv application for employment; no, sir. 

ls pa Why not? Was not that the purpose of our security 
order 

Mr. WituuMs. It applied primarily to people who were employed. 
In other words, everybody who ever filed for a civil-service exam 
would not be put through this so-called record check process. 

Mr. Yarrs. Was every person who was employed subsequent to that 
time subjected to this check through the FBI files? 

Mr. Witrtams. Yes. 

Mr. Yarers. So that every person working for the Federal Govern- 
ment as of today has been processed against the FBI fingerprint file? 
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Mr. Wiuurams. As a minimum. 

Mr. Youna. No, I do not think that is a correct statement, every 
Federal employee. 

Mr. Yares. You ought to get together. 

Mr. Youna. May I continue? 

Mr. Yares. Yes. 

Mr. Youne. What I was going to say was that many of these cases 
where loyalty was involved under the old Executive order, the Truman 
loyalty program, those cases are being reviewed in the light of Execu- 
tive Order No. 10450, and whether all of those have yet been rechecked 
back against the FBI file, I do not know. 

Mr. Yates. When you say the old Truman loyalty order, do you 
mean the one that was passed in 1947 and the one that was passed in 
1951 as well? 

Mr. Youna. I was referring to Executive Order No. 9835. 

Mr. Yares. Executive Order No. 9835 was amended, I think, in 
1951; was it not? 

Mr. Young. I do not know. 

Mr. Lawton. Amended in April 1951 as to the standard applied by 
a loyalty board. 

That was when they changed to “reasonable doubt as to the loyalty” 
of the person involved. 

Mr. Yates. That is when the burden of proof was shifted to the 
employee ? 

Mr. Lawron. Yes. That did not involve a change in the investiga- 
tory method. 


Mr. Yarrs. How much money are you receiving for those checks 
this year? 

Mr. Wiu1AMs. That is on page 20. We are requesting for 1955 
$1,472,930. That is the top item on the table. That is as against 
$1,600,730 approved for 1954. 


INVESTIGATIONS BY FBI 


Mr. Yates. How much of your appropriation for fiscal year 1953, 
namely, $1,949,948, went to the FBI / 

Mr. Witi1ams. None of it. This is entirely a Commission require- 
ment. The FBI gets its own money to check its own files. 

Mr. Yates. None of this appropriation is requested to repay the 
FBI for its work? 

Mr. No, sir. 

Mr. Youne. This has to do with the check against the central roster 
setup within the Commission. 

Mr. Yates. Do you pay any money to the FBI for its work? 

Mr. WuuiaMs. No, sir. 

Mr. Lawton. Not under this program. 

Mr. Yates. Do you make any payments to the FBI at all? 

Mr. Wiiu1aMs. Not under this appropriation. Under other ap- 
propriations, we do. 

Mr. Yares. Under which appropriation ? 

Mr. Young. The appropriation for conducting loyalty investiga- 
tions of United States citizens employed by international organiza- 
tions. 
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Mr. Win1iams. A $900,000 appropriation request for next year, 
which is used to finance the operations of the FBI and the Commission 
in carrying out their responsibilities under Executive Order 10422 
as amended. 

Mr. Yates. Does the FBI make any checks for security purposes 
other than at the request of the Civil Service Commission ¢ 

Mr. Wiiu1aMs. It makes a number of investigations for many 
agencies on a reimbursable basis. 

Mr. Yares. If the State Department wanted an investigation made 
it would not call your agency for the purpose of having the FBI make 
the check? The FBI would make the check at the direct suggestion 
of the State Department? 

Mr. Yes. 

Mr. Pumutrs. And the Atomic Energy Commission ? 

Mr. Yares. I assume the answer to that is the same. 

Mr. Younes. Yes. 


UNIT COST OF INVESTIGATIONS 


Mr. Yares. The table on page 21 of your justifications reveals the 
cost of investigations conducted by your agency. Is there included 
in that cost any portion of the investigations made by the FBI last 
year at your request? 

Mr. No, sir. 

Mr. Yarrs. How do you arrive at the cost, then, the unit cost ? 

Mr. Wiu1ams. We arrive at the unit cost only for the work that we 
do on cases, not what the FBI does. 

Mr. Yares. Does this cost show the cases that you requested the 
FBI to check for you? 

Mr. Wituiams. You are speaking of this national agency check and 
inquiry program 

Mr. Yares. Yes. 

Mr. Wuu1ams. In each of those cases, in terms of the number 
processed, each one would have to go to the FBI for a check through 
their fingerprint file. Their workload for that search would be equal 
to the number of cases we would expect to process in any given year. 

Mr. Yares. Does that include also cases that were sent to the FBI 
for a field examination ? 

Mr. Youne. This unit cost for the national agency check would not 
reflect the cost of the FBI for checking the fingerprint part of it. 

Mr. Wiiu1aMs. That is correct. 

Mr. Yares. Did he say would not ? 

Mr. Would not. 

Mr. Youne. Just the Commission cost. 

Mr. Yates. Included in this Commission cost, then, are cases that 
you refer to the FBI for investigation, though; is that not true? 

Mr. Youne. We are still talking about the national agency check? 

Mr. Yares. That is right. 

Mr. Youna. The FBI is one of the 8 or 10 groups that are checked 
by the Commission in any individual case. As to that part of the 
check which involves the fingerprinting in the FBI, the cost of that 
is borne by the FBI. Our unit costs are based on keeping a very care- 
ful cost analysis on a time basis primarily, on each one of these indi- 
vidual cases. 
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Mr. Yates. This is just the unit cost per preliminary check, then? 

In other words, when you get an pe for employment you 
check certain files like the FBI fingerprint files, the House Committee 
on Un-American Activities, the Army, and Navy, and some other secu- 
rity files, and the cost of all those checks is figured into this unit cost ; 
is that correct ? 

Mr. WiuiaMs. If we make it with our own people. If an agency 
makes it as a service to us, then they pay it. 

Mr. Lawton. If you break it down, it is equivalent to a couple of 
hours work for a grade 2 or grade 3 clerk. The cost is now about $5.27. 


CASES REFERRED TO THE FBI FOR FIELD INVESTIGATIONS 


Mr. Yates. How many cases did you refer last year to the FBI 
for field investigations? 

Mr. Youne. What do you mean by last year, Mr. Yates? 

Mr. Yates. During the last fiscal year. 

Mr. Youne. Fiscal year 1953. Under both programs, the old loyalty 
program and the new security program ? 

Mr. Yates. The new security program. Does the new security pro- 
gram include loyalty ? 

Mr. Youne. It is one of the criteria within the new security program. 

Mr. Yares. In other words, you had a split year. 

Mr. Youna. Yes. The new security program did not go into effect 
until May 27. 

Mr. Yates. How many cases have you referred to the FBI since 
January 20, 1953, for field examination ? 

Mr. Youna. Krom January to May it would still be under the old 
program. 

Mr. Yates. How many prior to May, and how many subsequent ? 

Mr. Witu1aMs. We would not have the precise number, but under 
the old loyalty program it was about nine-tenths of 1 percent of all 
these national agency checks. 

Mr. Yates. How much? 

Mr. WituiaMs. Slightly under 1 percent. 

Mr. Yares. For fiscal 1953? 

Mr. Wiuu1aMs. Yes, slightly under 1 percent. 

Mr. Yares. Do you remember how many of these were cleared? 
Those were just the cases that you referred ? 

Mr. Wituiams. Yes. The FBI would investigate and then it would 
go through the loyalty-adjudication program, which was a part of 
the old loyalty order. I do not remember the statistics. 

Mr. Yarrs. Subsequent to that when the new order came into effect, 
how many cases did you refer to the FBI? 

Mr. Witi1aMs. I have nothing on it, sir. 

Mr. Youne. We would not know and that would not necessarily be 
an indication of the total number of cases in which there was deroga- 
tory information. 

Mr. Yarrs. Except that it would be information that was deroga- 
tory from a loyalty sense, would it not? 

Mr. Youna. Not necessarily, because you may have derogatory in- 
formation in a security sense as well as a loyalty sense. 
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Mr. Yates. Mr. Williams testified a few moments ago that in cases 
other than loyalty the Civil Service Commission conducted its own 
investigation and that in loyalty cases it called the FBI into the picture 
to do its investigation. Is my understanding wrong about that? 

Mr. Youna. Where there is derogatory information, then those 
cases are sent on to the FBI. 

Mr. Yarrs. Derogatory information of what type, any type? 

Mr. Youne. Any type of a derogatory information nature. 

Mr. Yarrs. Even for drunkenness it is sent to the FBI? 

Mr. Youne. No. It would probably be of a subversive or loyalty 
nature. 

Mr. Yares. Then the answer to my question is yes, where it is a 

uestion of subversive or loyalty nature, you send those cases on to 
the FBI. All other cases are checked by the Civil Service Commis- 
sion itself; is that correct? 

Mr. Youna. Or they may be investigated by the agency itself, as in 
the case of the armed services, they do their own investigation. 


FULL FIELD SECURITY INVESTIGATIONS 
CRITERIA FOR EVALUATING INFORMATION 


Mr. Yarers. However, in those cases, the Civil Service Commission 
under the terms of Executive Order 10450 is given information as to 
the disposition of those cases; is that correct ? 

Mr. Youne. Yes. 

Mr. Wiiauiams. If this will help any, the provisions of Executive 
Order No. 10450 in section 8 define seven categories of information, 
actual standards, I would assume, dealing with the matter of security. 

Mr. Yares. Seven standards. Did you say this was under the 
loyalty order ? 

Mr. Wittaams. This is under the security order ? 

Mr. Yarrs. Executive order is what I meant to say. 

Mr. Witiiams. Yes; 10450. 

Mr. Youna. Section 8 (a) gives the various criteria which are used 
in evaluating the information received with respect to any particular 
employee or applicant. 

There are seven major paragraphs there, and one has been added 
since that time, so there are really eight. 

This has to do with the fifth amendment. I will quote from it so 
that we have the story complete: 

Refusal by the individual upon the ground of constitutional privilege against 
self-incrimination to testify before a congressional committee regarding charges 
of his alleged disloyalty or other misconduct— 


is grounds for dismissal from the Federal service. 


SECURITY INVESTIGATION CASES AND DISMISSALS 


Mr. Yarr. In how many cases since last May did you ask the FBI 
to make a field investigation ? 

Mr. Youna. I cannot tell you offhand. I do not know. 

Mr. Yarr. Do your records indicate it ? 

Mr. Youna. Yes; our records would indicate it. 

Mr. Yares. Can you supply it for the record ? 
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Mr. Youna. I believe we would prefer not to, Mr. Yates, as part 
of the breakdown under this security order. 

Mr. Yates. It will be the first time in years that you have not 
supplied it because I have gone through the records of hearings since 
1950 here and, for example, here is Mr. Thomas’ examination in fiscal 
year 1951 and it is revealed in all these hearings. 

Mr. Youne. That was under the loyalty program. 

Mr. Yates. What difference does it make for this purpose? 

Mr. Youna. This isa different program. 

Mr. Yates. I am not asking for the names of the employees, so 
there is no question involving the identification of any particular 
person. No person will be harmed as a result. Certainly, in view of 
the practice of this committee of having this information, and it has 
been yy er each year, these figures should be made a part of the 
record. I call attention of the chairman to what has occurred. 

For example, on page 1405 Mr. Thomas asks the question: 

What part of the 1,155 cases that have been heard by the regional boards will 
actually be cleared and permitted to work in the Government service; that is, 
the cases that the regional boards have held so far for the fiscal year 1950; 
that is, through December? 

Mr. WILLIAMS. We can get it for the record. We do not have it with us. 

Mr. THoMAS. Do you remember an approximate figure? In other words, what 
l am trying to get at is just how serious do all these investigations turn out 
to be when we bring them out into the open? 

Mr. MircHen.. The percentage of the incumbents is very small; a fraction 
of 1 percent were actually discharged. 

Mr. Thomas. Less than 1 percent? 

Mr. Mircuecy. Less than 1 percent. 


On the next page the following information is supplied by Mr. 
Moyer and this is under the heading of “Results of Loyalty Program.” 
Mr. Moyer says: 


I might furnish this information if it would be helpful, Mr. Chairman, that 
from the beginning of the program, that is, from October 1, 1947, to November 
1949, the number of incumbents who were actually dismissed was 95. There 
were 57 appointees dismissed, 440 incumbent employees left the service during 
investigation, and 947 appointees left while their investigation was in progress. 

Then there is a table put in the record showing the employees who 
left the service prior to the adjudication of their cases, those who 
left the service during the investigation, and those dismissed or denied 
employment as a result of ineligible determination. 

think if you will examine the hearings for each of the subsequent 
years, you will find that same information furnished by the Civil 
Service Commission. 

I think certainly this information should be furnished. 

For instance, where did Mr. Brownell get his information? Did 
he get the information from your agency ? 

Mr. Youne. What information ¢ 

Mr. Yates. Information that he used to declare that approximately 
2,200 employees have been separated from the Federal service for 
security reasons. 

Mr. Youne. The President used that figure in his state of the Union 
message. 

Mr. Yates. Where did the President get that information ? 

Mr. Youne. That was compiled by the Civil Service Commission. 

Mr. Yates. Does not the Civil Service Commission have a break- 
down to determine the reasons why the employees were dismissed ? 
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Mr. Youna. Are you familiar with the objective of this employee 
security program, Mr. Yates? 

Mr. Yares. Mr. Young, I am asking you a question as to whether or 
not you have that information. 

Mr. Youne. I would like to point out that under this employee 
security program, the objective of it is to assure the American citizen, 
you and I, and others, that the persons that are employed by the Gov- 
ernment are reliable, trustworthy of good conduct, and loyal to the 
United States. The people who have been separated are persons who 
have given us serious doubt as to whether they measured up to the 
criteria in this Executive order. 

Mr. Yates. That means all parts of the criteria, not just one. 

Mr. Youne. Not just one. 

One objective of this program is to avoid the kind of a breakdown 
that you are suggesting, so that persons are not stigmatized by a ques- 
tion of disloyalty such as they were previously. 

Mr. Yares. How will they be stigmatized if their names are not 
mentioned ¢ 

Mr. Youna. There are some persons that seem to think that the 
names ought to be mentioned. 

Mr. YAres. I do not care for the names. Certainly, we should not 
draw any inference as you suggest, but what about the speech of the 
type that was made last night by Postmaster General Summerfield 
implying—I do not remember whether he stated it specifically, but 
certainly the implication was there—that the 2,200 people who were 
discharged were guilty of treason. 

Is that a correct or fair interpretation to be drawn from the dis- 
missal of the celebrated 2,200 cases? 

Mr. Youne. I did not read his speech, so I do not know what he 
said. 

Mr. Yates. Let me presume that he stated that the 2,200 were 
dismissed for loyalty reasons. Would this be a correct statement ¢ 

Mr. Youne. Certainly the 2,200 were not dismissed for loyalty rea- 
sons. ‘They were separated under the criteria of section 8 of Executive 
Order No. 10450. 

Mr. Yares. Of the 2,200 employees, concerning whom we have been 
speaking, were any of those employees discharged for reasons con- 
tained in section 8 (a) 1 (I) of Executive Order 10450? 

Mr. Young. I cannot tell you, Mr. Yates, as to how many were 
discharged pursuant to any individual subsection of section 8 or as to 
how many of these criteria entered into any individual case. 

Mr. Puitiirs. Do I understand from that, that in an individual case 
more than one of these criteria may have entered into that case # 

Mr. Youna. Certainly. 

Mr. Yares. Is it likely, too, that some of them may have been 
dismissed for a single criterion in section 8 (a) ? 

Mr. Youne. It is possible. 

Mr. Yarrs. Would your records so indicate? 

Mr. Youna. No, sir. 

Mr. Yates. What would your records indicate with respect to the 
2,200 who were dismissed ? 
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Mr. Younc. The Commission is now preparing a complete report 
of the results of the security program, which will be submitted to 
the National Security Council in the relatively near future. As to 
what information the National Security Council and the White House 
is going to release, based on that report, I do not know. 

Mr. Yates. What information does your central index file contain 
with respect to employees who were dismissed under the Executive 
Order 10450? 

Mr. Youne. The central index file would certainly carry a notation 
if the individual was separated under 10450. 

Mr. Yarrs. And the reasons for the separation ? 

Mr. Youna. Yes. His file would carry the reasons for separation. 

Mr. Yates. Do you not think it strange that members of the Cabi- 
net can get this information for public use and Members of the Con- 
gress cannot ? 

Mr. Puitures. How do you know that members of the Cabinet have 
the detailed information for which you are asking? The only state- 
ments I have heard have been along the lines of the ones you just 
referred to indirectly, of 1,653, or whatever it is, people have been 
separated from the service. The implication has been at times they 
were separated for security or loyalty reasons. But I have seen no 
breakdown which would indicate that Cabinet members had any of 
the breskdown about which you are asking Mr. Young. 

Mr. Yares. How many people were separated from the civil service 
under Executive Order 10450 since the new administration took office? 

Mr. Youna. From the Civil Service? 

Mr. Yates. Have been separated from the Government, as a result 
of the operation of Executive Order 10450? 

Mr. Tau, The President used the figure of “more than 2,200,” 
if I recall it correctly, in the state of the Union message. 

Mr. Yarrs. Do you know the exact nurnber ¢ 

Mr. Younc. That is the only figure that has been made available. 

Mr. Priurps. The floor leader of the Senate, I think, used a figure 
which had a first and second digit in there of 1,653, or something like 
that, whatever it was. Those are the only figures I have seen. The 
official one that we have is “more than 2,200.” 

Mr. Yates. Do you know the exact number ? 

Mr. Youna. We have to report, under section 14 of the Executive 
order, as to what happens cnet the security program. We are con- 
stantly getting statistics and figures from the agencies in order to 
comply with those reporting requirements and to discharge our 
responsibility to the National Security Council. 

he Civil Service Commission, you see, has no authority or re- 
sponsibility to serve as a public information center or to release 
figures or information with respect to the workings of that program. 
Our functions are mechanical in terms of operating this central index, 
providing participants for potential hearing boards, and this report- 
ing function under section 14. 

Mr. Yates. Do you consider that in this respect the terms of Execu- 
tive Order 10450 are different than those orders under which previous 
Civil Service Commissioners operated when they gave this committee 
information of the type that I am requesting here? 
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Mr. Youna. I think the concept and objectives of the employees’ 
security program are quite different and distinct from the old loyalty 
rogram. 

' Mr. Yares. In terms of protecting the employees? 

Mr. Youna. I am not sufficiently familiar with what was done 
under the old program. 

Mr. Yates. I suggest you might read previous hearings of this 
committee when other Commissioners gave us that information. 

Mr. Puitures. Could we distinguish, for my sake, so we have of- 
ficially the difference between loyalty and security? I think we use 
those terms somewhat inappropriately at times. 

Is it correct that the old loyalty program was simply a question of 
whether the man was actually loyal, or disloyal to the Government? 
The new security program might include, as I gather from your pre- 
vious statement, characteristics, background, history, experiences 
which would make him undesirable as an employee of the Government 
even though it did not question his loyalty. Am I right about that? 

Mr. Younae. That is correct, Mr. Chairman. 

I think the first 2 paragraphs of the Executive order set forth the 
concept and approach of this employee security program. And if you 
will examine the standards in section 8, against which individual cases 
are evaluated, you will see that they are very broad and really aimed 
basically at satisfying or assuring the American citizen that Federal 
employees are of the type that we would all like to see on the Federal 
payroll and that others that do not measure up to these standards are 
not employed by the Government. 

Mr. Putters. I used several examples this morning. A man might 
be strongly suspected or even proved of being a homosexual, or having 
been a habitual drunkard, which would make him undesirable, perhaps 
even from the standpoint of future security without any indication 
of disloyalty at the time. Am I right about that? 

Mr. Youna. Yes, sir. In relationship to the position for which he 
is being considered or that he is occupying, in terms of its degree of 
sensitivity. 

Mr. Puuutrs. Concerning information which was not public? 

Mr. Youna. Yes, or any question of information even involving the 
national security. 

I think we also have to remember—if I may expand on my remark 
for a moment—the term “security risk,” with respect to the employee 
security program, is used to cover all persons separated under this 
program, or pursuant to 

Mr. Puiures. As a security risk ? 

Mr. Youne. As a security risk, because this is a security program. 

The term “security risk” does not mean necessarily that it is con- 
fined to subversive activity or communism, or disloyalty. 

Also, may I point out that outside of the security program we aver- 
age in the Federal Government something like 2,000 involuntary ter- 
minations a month on the average, of civil-service employees, for rea- 
sons not contained in the employee security program. 

Mr. Putuirs. Do you mean the employee is afraid you are going 
to find out some of the things ? 

Mr. Youne. I am not talking about resignations. I am talkin 
about people being fired out of the Federal service for reasons whic 
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do not come under the provisions of the standards of Executive Order 
10450, such as just being incompetent and lazy, for example. And it 
may run on an average of 2,000 a month. 

Mr. Yates. Keeping that last answer in mind, I refer your attention 
to page 26 of the justifications where there is an item captioned 
“Limited security investigations.” 

You say: “These cases originate as national agency check and in- 
quiry cases under Executive Order 10450.” 

Laziness and incompetence cases do not come under that item of the 
appropriation, do they? Investigations for that purpose do not come 
under that item of the appropriations, do they ¢ 

Mr. Youne. This is limited just to those cases which arise out of 
Executive Order 10450. 

Mr. Yates. That is correct. 

Mr. Pures. In other words, a man who has an unadmitted arrest 
record is not a matter of security. It is a matter of whether or not we 
want the man. 

Mr. Yares. This is under Executive Order 10450, except I am try- 
ing to find out whether Mr. Young considers an incompetency case, for 
example, to come under that particular category. 

Because he says they conduct investigations of incompetency, for 
example, or laziness. That type of investigation would not come 
under this item of the appropriation, would it, Mr. Young? 

Mr. Youne. No, not cant. unless it was coupled with other fac- 


tors in the picture which are covered under Executive Order 10450. 
Mr. Yates. This item of the appropriation, then, is limited to in- 
vestigations conducted under Executive Order 10450; is that correct ¢ 


Mr. Younes. Yes, sir. 

Is this the limited security investigation we are still talking about, 
on page 26% 

Mr. Yates. That is right. 

Mr. Youna. Yes. That is the opening sentence in the justification. 

Mr. Yates. How many investigations are anticipated to be covered 
by the request for the appropriation for 1955? Did you break them 
down in that way? 

Mr. WituaMs. The table on page 21 will give you that information, 
Mr. Yates. It has the number of work items. 

Mr. Yates. Your statement in the justification is on page 26 and 
states: 

When a national agency check and inquiry case develops adverse security in- 
formation, other than that requiring full field investigation by the Federal 
Bureau of Investigation, a limited personal investigation is made by the Com- 
mission to resolve the question in cases of appointees to positions in the com- 
petitive service, and in cases of appointees in excepted positions, for agencies 
not having investigative facilities. 

How many of those investigations have been made since the Execu- 
tive order went into effect ? 

Mr. WituiaMs. So far this fiscal year there have been 3,200. 

Mr. Yates. How many have been disposed of? 

Mr. Wiiu1aMs. That is the figure I am speaking of. That is the 
processed figure for this fiscal year, 3,200 completed cases. 

Mr. Yates. For fiscal year 1954 so far? 

Mr. Yes. 
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Mr. Yates. And how many of those cases resulted in separations 
of the employee? 

Mr. Youna. We could not break it down. We do not have the in- 
formation. 

Mr. Yares. Of that number of investigations, you do not know 
how many of those employees were separated and how many were 
not separated but continued to remain working? Is that what you 
are saying? 

Mr. Youna. That is what I am saying, yes. We would not have 
that information. 

Mr. Purttes. His previous testimony said they furnished that in- 
formation to the head of the agency. 

Mr. WituiaMs. That is correct, sir. 

Mr. Pumurrs. Your question is: Do they go beyond that and see 
what happened ? 

Mr. Yares. I asked him whether he had the information. 

Mr. Puiuirs. Your question is did they go ahead and find out 
whether they have the information ? 

Mr. Yares. Yes. Because later on they stated they got the infor- 
mation, the other agencies were required to tell them. 

Mr. Youne. That information would come back into the central 
register. 

Mr. Yarrs. Then the answer to the question is “Yes.” 

Mr. Puitures. Are you saying the information may be in the mail 
register, but that you do not compile it? 

Mr. Youne. Yes. It could be compiled. 

Mr. Pututrs. The information comes back but they do not com- 
pile it, according to the eatoey 

Mr. Yates. Does your agency have that information ? 

Mr. Youne. The information could be compiled probably from 
the Commission records. 

Mr. Yates. Mr. Williams has told me you have conducted approxi- 
mates 3,200 of the investigations. I am asking you as to how many 
of the employees who were the subject of those investigations re- 
aoe with the Federal service and how many of them were sepa- 
rated 

Mr. Youne. As I say, we do not have that information compiled. 

Mr. Yarrs. Can you supply it for the record ? 

Mr. Youne. We would prefer not to. 

Mr. Yates. That is the first time it has not been done. What do 
you think, Mr. Chairman? 

Mr. Purutrs. I do not know. I am listening to this with a good 
deal of interest. 

I can see a point in Mr. Young’s position, that if we begin to push 
on this thing, then they compile that so many were dropped off for 
this reason, and that boils it down to a smaller group, and then every- 
body begins to work on that group even to the extent of going around 
and asking people, if they wanted to go that far. 

In the past, we have had a general statement, and I am free to admit 
that under the previous loyalty board I did not think much of it. 
So I did not think the information was of too great value. Now we 
have gotten apparently a more comprehensive and carefully adminis- 
tered type of examination, and I am trying to form an opinion in my 
own mind as to just which way we ought to lean. 
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Mr. Yates. May I ask this question, then: Would your records in- 
dicate what portion of those who were separated were separated for 
reasons of disloyalty ¢ 

Mr. Youne. Mr. Yates, I eaplained before as to what our reports 
are going to show to the National Security Council and the informa- 
tion that is going to be made available with respect to that report is 
going to be up to the National Security Council and to the President. 

Mr. Puiwirs. You just used one word there, Mr. Yates, that I 
would not agree with, and that is how many are separated for 
“subversive” reasons. 

The contention is often that the poor man is not subversive, all he 
has done is run around with a lot of drunks and other people with 
secrets of Government that we do not want to get out, and the poor 
fellow has been fired because he is “subversive.” 

Mr. Yares. I tried to use the word “disloyal” and Mr. Young care- 
fully walked around it and said it is not the same type of order. I 
have been trying to find a word which would permit disclosure of 
information under the new order comparable to the information we 
received under the old loyalty order. 

Mr. Pures. I will rule that you have to argue that out with Mr. 
Young, but that I will not accept the word “subversive” as the only 
reason for discharging these people, because a lot of them we just do 
not want. 

Mr. Yates. Suppose I substitute the word “disloyal” for “dis- 
loyalty to the country”? 

d be: Puiturrs. Frankly, I, myself, prefer the term of “poor security 

Mr. Yates. That includes more reasons than this one. 

Mr. Putuuies. That is just why I want to use it, because I think there 
are lots of reasons why these people ought to have been gotten out, 
and I do not want to get into a national argument that this poor, 
abused, incompetent drunk should have been fired out of the Govern- 
ment, because he was not “subversive.” He actually had not been 
caught setting fire to the Capitol. 

You get my point, I think. 

Mr. Yares. I get it very well, indeed. 

Mr. Williams, you stated that there were 3,200 investigations—— 

Mr. WiuuraMs. So far this fiscal year. 

Mr. Yates. Under Executive Order 10450; is that correct ? 

Mr. Wiu1ams. Under this limited security investigations item; 

es, SIr. 
; Mr. Yares. The President of the United States has declared that 
more than 2,200 Government employees have been separated from the 
service. Are we to draw from his statement and from yours the 
conclusion that out of 3,200 investigations, 2,200 were dismissed ? 

Mr. Puiurs. Those are investigations concluded in this fiscal year. 

Mr. Yates. That is correct. 

Mr. Youne. Limited security investigations; it is not total investi- 
gations. 

Mr. Yares. I am talking about investigations under Executive 
Order 10450. 

Mr. Youne. Of this limited security type only. 

Mr. Puuures. There was a short period from January 20 to June 
30 that you skipped over. 
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Mr. Yates. What is the difference between an investigation of a 
arr security type and an investigation under Executive Order 
10450? 

Mr. Youna. A limited security investigation originates from a case 
where a national agency check and inquiry shows adverse security 
information, but not of a sufficiently serious nature to turn it over to 
the FBI for a full field investigation. In that situation, a limited 
personal investigation is made by the Commission to resolve the ques- 
tions involved with respect to that particular individual. Then it is 
only made in those instances where the agencies do not have their own 
investigative facilities. 

Mr. Yares. My question that was directed to Mr. Williams was: 
With respect to the 2,200 cases that he testified to, were those of a 
limited security investigation type? 

Mr. WiuiaMs. Yes, sir. 

Mr. Youna. He did not refer to investigations, Mr. Yates, as I recall 
the state of the Union message. 

Mr. Yates. What type did he refer to, then? 

Mr. Younc. He was not referring to investigations, as I believe he 
said more than 2,200 people have been separated from the Federal 
service under this employee-security program. 

T do not have the exact language; do you? 

Mr. Yares. Are you stating now that the 2,200 who were discharged 
were not discharged because of limited security investigation ? 

Mr. Youne. No. What I am saying is that the number referred to 
by the President represented the number of separations from the 
Federal service under the employee-security program, particularly 
those standards and criteria established by section 8. 

Mr. Yates. Under Executive Order 10450. 

Mr. Youna. And the additional Executive order, whatever the num- 
ber was, having to do with the fifth amendment. 

Mr. Yates. Are not you and I fencing about a nonexistent thing, 
Mr. Young? Your first sentence says: “These cases originate as 
national agency check and inquiry cases under Executive Order 10450.” 
The caption is “Limited Security Investigations.” 

What is the difference; what is the distinction you are trying to 
draw? It seems to me that if the language of this justification means 
anything, it means that the first sentence and the words “limited secu- 
rity investigation” are about equal to each other. 

Mr. Youna. I am not sure I understand your question, but this is 
merely one of several categories of types of investigations submitted 
in these papers, and each one discussed separately. And this is only 
one mail part of the investigations ther Executive Order 10450. 

Mr. Yates. Are there any investigations carried out under Execu- 
tive tana 10450 other than those of the limited security investigation 
type! 

Mr. Youna. Surely. All your national agency check and inquiries, 
for example. 

Mr. Yates. How many of those were undertaken since this Execu- 
tive order went into existence ? 

r r. Young. I think the number is in that table we were just looking 
at here. 

Mr. Yares. Is that the 3,200 number that Mr. Williams referred to? 
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Mr. Young. In 1954, this shows national agency check and inquiry 
cases processed, 303,744 for fiscal 1954. 

Mr. Yates. Then we read the second sentence of the justification as 
it appears on page 26: 

When a national agency check and inquiry case develops adverse security infor- 
mation, other than that requiring full field investigatien by the FBI, a limited 
personal investigation is made by the Commission to resolve the question in cases 
of appointees to positions in a competitive service. * * * 

How many cases were there since this order went into effect ? 

Mr. Youne. I think that was the question you asked before you 
went upstairs; was it not, Mr. Yates? 

Mr. Yates. I would still like an answer. 

Mr. Young. I would still prefer not to answer, to break down the 
3,200 figure of limited security investigations processed ; which I be- 
lieve was the intent of your question. 

Mr. Yares. Are you saying now that there were 3.200 such cases? 

Mr. Youna. I believe that is what Mr. Williams said. 

Mr. WiuiaMs. That is the number processed as of December 19. 

Mr. Yares. Three thousand two hundred such cases that were in- 
vestigated. How many dismissals were there of those cases ? 

Mr. Youne. That is what I just got through stating, Mr. Yates. 
We prefer not to break down that 3,200 figure. 

Mr. Yares. Do you mean you are not going to tell this committee 
that of the 3,200 cases that were initiated by the Commission under 
this order, you are not going to tell the committee how many of those 
resulted in separations from service? Or how many are still 
employed ? 

Mr. Youne. We would not have that information compiled, al- 
though it probably could be compiled from records of the Commission, 

Mr. Yates. Can you supply it for the record ? 

Mr. Youne. We would prefer not to. 

Mr. Yares. Mr. Chairman, I think that ought to be supplied for 
the record. 

Mr. Puitutrs. I have to think that one over. I think Mr. Youn 
has made a statement regarding the intent of the law, which woul 
have to be settled before we decided whether or not he should break 
that down for us. 

I would like to ask this question also, if I may, on the same point: 
You say a statement is made that 2,200 or so people have been separated 
from the service ? 

Mr. Yates. The President of the United States has stated that. 
He just said what the President said. 

Mr. Puuuirs. The President of the United States said there are 
2,200 cases. 

Now, you say, Mr. Williams, there are 3,200 decisions—settled cases? 

Mr. Wix1aMs. I said we have processed under this line item of 
limited security investigations 3,200. 

Mr. Putturs. They had more cases but they came to a conclusion 
in 3,200. You wish to subtract the 2,200 from the 3,200; and I am 
beginning to wonder, from the colloquy, whether there are other areas 
in which people have been dropped or have left the service, or have 
been discharged, which do not come in the category to which Mr. 
Williams referred ; and it begins to dawn in my mind that maybe some 
of these people were in the Voice of America, or maybe some of these 
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people were in the CLA, or something like that, who in no way come 
under the Commission. 

Mr. Yares. Mr. Chairman, I certainly thing we should have that 
breakdown. 

Mr. Puiurs. Mr. Young could say that maybe there are people 
in these other agencies of Government, which are not subject to any 
investigation or control by the Civil Service Commission, who may 
have been in the 2,200 included in the President’s figure. 

Mr. Tuomas. Mr. Chairman, let us see if we cannot get this behind 
us. I suggest that Chairman Young make a statement—I believe the 
President has so stated—that 2,200 people have been separated from 
the service. He declined to say for what reason—whether it was for 
the reason of drunkenness or some minor misdemeanor or the way they 
comb their hair, or whether it was security reasons or whatnot. You 
cannot expect the Chairman here to go against the President. So 
let him make a statement and no need to argue about it. 

Mr. Yates. Have you been directed by the President not to make 
this information available to the committee? 

Mr. Youne. We have no authority under the provisions of the Exec- 
utive order to release any information. We are reporting to the 
National Security Council and doing certain mechanical functions as 
outlined in that Executive order. 

Mr. Pures. If I make a ruling, maybe I should rule that your 
— ion should be directed to the National Security Council. Am I 
right? 

Mt r. Yates. No; you are not right because his agency has the infor- 
mation. Presumably we want information in this committee, and if 
his agency has the information, even though it requires tabulation, it 
would be a different practice than this pind Asa be observed in the 
past if that information is not given. 

Mr. Tuomas. The point is he says he has no authority to release the 
information. 

Mr. Yares. Have you stated that? 

Mr. Youna. I said we have no responsibility and no authority under 
this Executive order to release any information concerning that point. 

Could I make one observation with respect to these investigations ? 

Mr. Yarers. Ofcourse. Iam trying to get you to say something. 

Mr. Youna. I am trying to cooperate. 

This category of limited security investigations is only a very small 
segment of all the investigations which are conducted pursuant to 
Executive Order 10450, 

Mr. Putiiirs. By you, or by all agencies? 

Mr. Youna. By us and by all agencies. Look at this 338.000 in all 
agencies and this is 3,800 or something like that. Then in addition to 
that you have the various FBI field investigations, you have the in- 
vestigations of other departments and agencies. The Department of 
Defense does all of its own investigative work, and you have 51 per- 
cent of all your Federal civilian employees in the Department of 
Defense. 


‘ There is a very large piece missing from the figures that we have 
ere. 

Mr. Corron. I merely want to raise this point: For several years 
some of us have lamented the fact that we have these expensive and 
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cumbersome appeal boards, so that anybody who found himself ag- 
grieved and turned away from Government employment claimed that 
his character was irrevocably stained, and they would go through all 
this process which was costing a lot of money. I was delighted to 
learn of the new system, believing that nobody would claim to have 
a constitutional right to Government employment and that we could 
quetly turn people away, if there was any question about it, without 
any reflection about it and without being obliged to give them reasons, 
and without doing any damage. 

If Mr. Young has the information and starts disclosing to the com- 
mittee the reasons why these people were discharged, it would seem to 
me that we pretty soon would be back to the situation where we have to 
have all these appeal boards and where we have to fight it out. 

Mr. Yates. Mr. Cotton, I could only suggest that you do what I 
did, and that is to look through the hearings for the last 5 years. I 
went back 5 years, and in each of those years I found that when any 
member of this committee asked the Civil Service Commission as to 
the number of employees, not their names, but the number of employees 
who were discharged for security reasons, that information was fur- 
nished to the committee. I have asked Mr. Young to supply the same 
information to the committee, and that request has been refused up to 
now. 

I do not know that I have been unreasonable in making that request. 

Mr. Youne. That is one reason why we have a new program. 


PROGRAM OBJECTIVES OF NEW COMMISSION 


Mr. Yates. Mr. Young, I refer vou to the first page of your state- 
ment and specifically to the statement : 

This past year, however, Commissioners Moore, Lawton, and I have set aside 
considerable periods of time to obtain firsthand knowledge of the organization, 
the program objectives, and the operating problems confronting the Commission. 

What do you mean by program objectives ? 

Mr. Youne. The program set forth in here, such as having to do 
with this career development training, improvement of standards and 
qualifications, for example. 

Mr. Yates. Do you mean the comprehensive program of trying to 
establish a reasonable type of career service which will be attractive 
for obtaining needed employees and keeping them in their employment 
on a reasonably satisfactory basis ? 

Mr. Youne. That is correct. 

It is amazing, I think, in many ways to realize that today something 
like 80 percent of all Federal employees stay only 5 years or less in the 
Government service. So when you are talking about a career service 
today, you are really talking about only 20 percent of your total payroll. 
I think that is too high, and that a turnover of 20 to 21 percent is too 
expensive. 

Mr. Yates. I refer you to your statement on page 4, the second sen- 
tence—and I do not wish to take it out of context but will quote only 
in part in the interests of saving time—— 

This is important for the reason that the present administration has made 
its position very clear with respect to the need for a strong career service in 
the Federal Government. President Eisenhower has stated his sincere belief— 


not once but several times—in the merit system and all that it stands for. The 
civil-service system is based on merit and open competitive examinations. 
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The privileges and benefits awarded to career employees should be merited. 
Career employees should earn the right to that title by meeting the necessary 
standards and qualifications for admission and advancement in the career service. 

Certain people high in Government have made the statement that 
no Federal employee has a right to a Federal job. Is it possible to 
reconcile that statement with the statements you have just made? 

Mr. Youna. I see nothing inconsistent with that. 

Mr. Yates. Isnot the principle of merit and open competitive exami- 
nation one that would give such an applicant the right to a job, pre- 
suming he ranks best in the examination and 

Mr. Puruutrs. It gives him tenure, not right. 

Mr. Youna. The Federal Government still has the flexibility to 
decide what individual it is going to hire, for what particular job, 
within the limits established by the system, on the basis of qualifica- 
tions. 

Mr. Yates. Assuming that an employee meets all these conditions, 
does he not have a right to his job? Does he have a right to tenure? 
What is meant by status, in terms of civil-service employment ? 

Mr. Youna. Status is acquired by a person who takes a civil-service 
examination and passes it with a passing grade, who is appointed to a 
Job 1 serves a probationary year that is satisfactory, and kept on 
the job. 

At that ‘point he acquires his civil-service status. His civil-service 
status basically means that he does not again have to be subjected to 
open competition in order to get another job in the Federal service 
that he is qualified to take on. 

Mr. Yares. Does he acquire any rights as a result of having such 
a position, and having met those conditions of employment in the 
Federal Government ? 

Mr. Youna. If he has fulfilled his probationary year and acquired 
his full civil-service status, he has the rights or benefits or privileges 
that accrue to all persons in the civil service in that category. 

Mr. Yares. Getting back to the 3,200 people who were subjected to 
the investigation Mr. Williams referred to—— 

Mr. Puiirpes. Those cases were decided. 

Mr. Yates. Under Executive Order 10450. 

Mr. Puriures. I want you to make a distinction between the number 
of people investigated and the 3,200 which were the people whose 
cases were decided, 

Mr. Yares. Yes. 

Would your records indicate how many of those persons left before 
the investigation was completed ? 

Mr. Youna. Resigned voluntarily ? 

Mr. Yares. Yes. 

Mr. Witu1aMs. During the process of the investigation, very likely 
none of them. 

Mr. Yares. I do not remember whether I asked you the question 
before, whether out of the 3,200 cases your records would indicate 
how many of those employees were still working for the Federal 
Government. 

Mr. Youna. Yes, you have asked that twice before, Mr. Yates. The 
answer was that that information probably could be compiled but that 
we prefer not to break down this 3,200 figure. 
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Mr. Yares. Is there a relationship between the 3,200 figure and 
the 2,200 figure announced by the President of the United States 

Mr. Youna. There might or might not be. 

Mr. Yates. I am asking whether there is. 

Mr. Youna. I do not know. 

Mr. Yates. Congresswoman St. George has made the statement that 
of the 2,200 that were dismissed, less than 10 percent were dismissed 
for loyalty reasons. Do you know whether this statement is accurate ? 

Mr. Youna. I have no idea where she got her information or derived 
that figure. Maybe she has more accurate information than the exec- 
utive branch. 

Mr. Yates. Have you been directed by the executive branch not to 
disclose this information to this committee ? 

Mr. Youne. As I have stated before, the Civil Service Commission, 
under the terms of this Executive order, has no authority or responsi- 
bility to release any information concerning the employee-security 
program. 

Mr. Yares. Is there a prohibition against releasing it? 

Mr. Youna. There is no authority to do it. 

Mr. Yates. Mr. Chairman, I will close my examination by stating 
that it we do not get the information, it will be a bad situation. 

Mr. Pups. When you asked me before for a ruling, I was not 
entirely sure that that was a formal request or was the usual informal 
discussion which goes on in this particular subcommittee. But if you 
want a formal ruling I will make one. 

I will rule that if the Chair has the right to say to the witness that 
he must disclose that information to the committee, the Chair would 
first have to find out if he has that right legally. 

Secondly, the Chair would be reluctant to make that ruling now, 
because of two things: First, the question of the legal restriction 

laced upon the Commission by the law itself, which should be exam- 
ined from the standpoint of its legal weight—and I am not a lawyer. 

I think first the question should be directed to the National Security 
Council, and it is our good fortune they are coming before this com- 
mittee within the next few days. Mr. Yates can then direct the ques- 
tions to them. 

Next, the point which Mr. Yates raises, as to a comparison between 
the questions asked the previous Commission and the questions he is 
asking this Commission, the questions are not germane and that they 
are not comparable, that in all previous years we discussed the number 
of people a ea from the service on a loyalty basis. 

Mr. Yares. I am willing to take that same comparison and take any 
computation based only on loyalty reasons. 

r. Putturs. We are now working on security. Finally, if this is 
not settled satisfactorily to you, Mr. Yates, I will at any time call 
an executive meeting with this committee and decide in the committee 
what the action of the committee shall be. 

Is that satisfactory ? 

We thank you gentlemen. We will see you again next year, and 
I strongly suspect we will see at least the Commission again this year. 

Mr. Youna. We will look forward to it. 
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Frsrvary 1, 1954. 


COUNCIL OF ECONOMIC ADVISERS 


WITNESSES 
ARTHUR F. BURNS, CHAIRMAN 


COLLIS STOCKING, ADMINISTRATIVE OFFICER, COUNCIL OF ECO- 
NOMIC ADVISERS 
Amounts available for obligation 
1953 actual | 1954 estimate | 1955 estimate 
$225, 000 $275, 000 $325, 000 
Balance reappropriated and transferred from ‘Salaries and 
expenses, White House Office,’’ pursuant to Public Law 
Tota) available for obligation. ........................-- 225, 000 302, 000 325, 000 
Unobligated balance, estimated —2, 320 
Comparative transfer from ‘Salaries and expenses, White 
: Obligations by activities 
Economic analysis: 
Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
Total number of permanent positions. 33 25 29 
Full-time equivalent of all other positions. _- 4 3 
Average number of all 27 25 31 
Average salaries and grades: 
General schedule grades: 
Average salary... $4, 070 $4, 109 
Ungraded positions: Average salary $9, 892 $9, 881 
01 Personal services: 
$209, 587 $177, 400 $235, 100 
Regular pay in excess of 52-week base__............-.- 243 600 900 
Payment above fates... 2,7 4, 000 4, 000 
213, 534 222, 000 273, 000 
02 Travel ‘ Rey 5) 2, 132 10, 000 12, 000 
04 Communication services ___.-_..- 3, 521 4, 000 5, 000 
06 Printing and reproduction.._.......--- 15, 050 14, 000 14, 000 
07 Other contractual services. ---_- 1, 643 5, 000 5, 000 
Services performed by other agencies 7, 787 23, 000 12, 000 
245, 680 282, 000 325, 000 
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Analysis of expenditures 
| 1953 actual | 1954 estimate | 1955 estimate 
| 

Unliquidated obligations, start of year__...............-.--.--- $21, 822 $324 $18,324 
Obligations incurred during the year_.__....-....-..._---.--.-- 222, 680 282, 000 325, 000 
| 244, 502 282, 324 343, 324 

Deduct: 
Unliquidated obligations, end of year................-----} 324 18, 324 33,324 
Expenditures are distributed as follows: 3h a 
Out of current authorizations. -._-.......--......-...----- 222, 356 263, 676 300, 000 
Out of prior 20, 786 324 10, 000 


Mr. Corron. The committee will be in order. 

We are glad to have with us this afternoon Dr. Burns, of the Presi- 
dent’s Council of Economic Advisers, and Mr. Stocking, administra- 
tive assistant to Mr. Burns. 

Doctor, before you give us your preliminary statement, for the infor- 
mation of the committee and for the record, let me say this: You have 
been up with us before, but that was before your Council was really 
organized, before your associates were appointed ; is that right? 

Mr. Burns. That is correct. 


BIOGRAPHICAL BACKGROUND OF THE COUNCIL MEMBERS 


Mr. Corron. Then, for the record, would you be so kind as to give 
us the names of the members of the Council of Economic Advisers, and 
just a very brief biographical background about them in a general 
way. We like to know who these people are. And for the record, 
would you include yourself ¢ 

Mr. Burns. The Council of Economic Advisers, as you know, con- 
sists of three members. Their names are Neil H. Jacoby, Walter 
Stewart, and myself, Arthur F. Burns. 

Mr. Jacoby, before coming here, was professor of business economics 
and policy, also dean of the School of Business, at the University of 
California, in Los Angeles. 

Walter Stewart was professor at the Institute for Advanced Study 
in Prinecton. He has had a long professional career. He served as 
Director of Research of the Federal Reserve Board back in the 1920’s. 
He was economist for the Bank of England, and was an investment 
banker for a number of years with Case Pomeroy & Co. 

Neil Jacoby, I might add, has had considerable research experience. 
also administrative experience. He served as vice president at the 
University of Chicago for a time, and was a professor there. He also 
was on the research staff of the National Bureau of Economic Research. 

As for myself, before coming down here I held two posts, serving as 
professor of economics at Columbia University and as director of 
research of the national bureau of economic research in New York City. 

The national bureau, I might say, is a nonprofit organization. 

Mr. Corron. Do you have in mind roughly the dates when you and 
each of your associates started your duties with the Council? 

Mr. Burns. Yes, approximately. I believe that I started on March 
18, that Mr. Jacoby started on September 15, and that Mr. Stewart 
started on December 2. 
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Mr. Corron. We will to glad to have you proceed now with any pre- 
lim‘nary statement that you wish to make to the committee. 

Mr. Burns. I think I can keep my statement very brief, Congress- 
man Cotton. 

Since I appeared last before this committee, the Council has been 
reorganized. You are all familiar with the reorganization. 

Mr. Corron. Pardon me for interrupting. Do you wish to read the 
— that you have here, or would you like to submit it for the 
record ¢ 

Mr. Burns. Yes; I can submit this for the record. I will be glad 
to read it if you want me to, but I had not intended to do it. 


GENERAL STATEMENT 


Mr. Corron. I do not want to prolong the hearing unnecessarily. 
So if it is satisfactory to you, this statement will go in the record and 
you can paraphrase it in a general statement. 

Mr. Burns. Very well. 

(The statement referred to is as follows :) 


CouncIL or Economic Apvisers, BupGET REQUEST FoR FiscAn YEAR 1955 


INTRODUCTORY STATEMENT 


The Council of Economie Advisers respectfully requests an appropriation of 
$325,000 for the fiscal year 1955. This amount takes account, on the one hand, of 
the important responsibilities placed upon the Council by the Employment Act of 
1946 and, on the other hand, of the need for imposing on each agency of the 
Government exacting standards of budgetary economy. It will permit a strength- 
ening of the staff and a rounding out of the organization so that the Council will 
be in a position to do its job adequately. The amount requested exceeds by 
$23,000 the amount appropriated for fiscal year 1954, when the Council was being 
rebuilt from seratch. 

The duties of the Council are set forth in the Employment Act of 1946. 
Broadly, these include advising the President continuously on the state of the 
national economy and its prospects, appraising economic programs of the Fed- 
eral Government, aiding the President in preparing his economic report to the 
Congress, and recommending policies and programs which will contribute to the 
growth and stability of the American economy. 

The economic adjustments which began to take place in mid-1953 are subjecting 
our economy to a test of its stability. The Council has a unique responsibility in 
the executive branch of the Government for dealing with such a situation. It is 
responsible for interpreting the current and potential economie developments 
and for recommending action designed to avoid depression, if possible, and to 
temper its ill ffects, if a depression should come. 

During the current fiscal year, the Council has been rebuilt along lines called 
for in Reorganization Plan No. 9, approved in the 1st session of the 83d Con- 
gress. The rebuilding of staff has been practically completed. The slightly 
larger budget request for fiscal year 1955 will allow for a balancing and strength- 
ening of the staff determined to be necessary on the basis of experience gained 
during the current fiscal year. 

A major prerequisite of an efficiently organized Conncil is a reasonable 
measure of flexibility in the amounts of major items within the total budget 
request. For example, in order to gain the advantage of staff assistance from the 
most highly qualified economists that can be found in the country, it-is desirable 
to be able to employ experts and specialists in various economic fields as they 
may be needed. This requires freedom to employ either on a permanent or part- 
time basis. The need for flexibility in the matter of personal services, as well 
as for other items, derives from the nature of the Council’s job, which is essen- 
tially to advise the President continuously with respect to the fluid and ever- 
changing state of business. 
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It is contemplated that the Council's staff will continue to be a small group of 
highly competent senior economists who are known for their mature judgment 
and skill in objective analysis. Staff assignments are made to distribute the 
specialized training and talents of professional staff members among the prin- 
cipal recognized fields of economic science. In general, the following separate 
fields have been considered in the building of the staff: Business cycle—national 
income analysis, tax and expenditure analysis, monetary and financial analysis, 
industrial structure and business policy, construction and public works, labor 
economics, agricultural economics, international economics, industrial technology 
and productivity, social security and welfare, and commodity and market price 
analysis. Because of the small size of the staff, some members cover more than 
one segment of our economy. 

The general work program of the Council involves (1) analyzing trends in 
the national economy and its various segments; (2) advising the President on 
economic developments; (38) appraising the economic programs and policies of 
the Federal Government; (4) recommending policies for national economic 
growth and stability; and (5) assisting in the preparation of economic reports 
of the President to the Congress. 

(1) Analyzing of economic trends means a careful day-to-day and week-to- 
week following of trends of prices, production, employment and unemployment, 
income, trade, etc. To do this with small staff requires, among other things, 
extensive cooperative relations with other economic agencies of the Government, 
and with business, labor, and other private economic groups. It requires, as 
indicated above, staff members with considerable experience in the various eco- 
nomic fields. 

(2) Keeping the President posted on economie developments is more than 
a once-a-quarter or once-a-month undertaking. The chairman of the council 
meets once a Week, on a regular appointment, with the President, and, occa- 
sionally, more often than that, on call from the President, to advise him on the 
significant economic events and consider with him the economic consequences 
of various policy measures. This more-or-less continuous advising process re- 
quires staff assistance in the preparation of statistical charts, and identification 
and analysis of disturbing economic trends, and the careful presentation of 
policy considerations. 

(3) Appraising the economic programs and policies of the Federal Govern- 
ment requires that the Council directly, and through its staff, be in day-to-day 
touch with the other departments and agencies. Only in this way can the 
Council really be effective in helping the agencies to work out their own programs 
and policies along stabilizing lines, and in advising the President as to the con- 
sistency of numerous Federal economic programs and policies. 

(4) Recommending policies for national economic growth and stability is, in 
a sense, the capstone of the Council’s operation. This aspect of the Conncil’s 
work has been strengthened by the establishment by the President of the Ad- 
visory Board on Economic Growth and Stability, which is made up primarily of 
the Under Secretaries of the “economic” departments and agencies of the Gov- 
ernment, and is under the chairmanship of the Chairman of the Council. In 
order to be most effective in its policy initiating and coordinating role, this 
Board requires staff service of the highest caliber. 

(5) Assisting in the preparation of economic reports of the President to the 
Congress constitutes an exacting and time-consuming assignment for both 
Council and staff. The 1954 Annual Economic Report, for example, has required 
intense, full-time application on the part of the entire Council and staff over a 
period of several months. An up-to-the-minute appraisal is made of the national 
economic scene, developments most significant for future trends identified as 
clearly as possible, the general objectives of economic policy set forth, and 
specific and timely policies and programs recommended. This obviously has 
involved close and detailed work with other agencies, the securing of advice 
from private persons and groups from business, labor, agriculture, the economics 
profession, State and local governments, and consumers and the general public. 

A particular phase of the Council’s method of operation, it is hoped, will be 
greatly strengthened; namely, cooperation with the Joint Committee on the 
Economic Report, and its staff. Building upon the good relations already estab- 
lished, the Council looks forward to a close and mutually beneficial cooperation 
with its legislative counterpart on a wide variety of reports aind special projects 
which may be undertaken by either one of them. This, too, will require staff 
as well as Council attention. 
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Finally, the Council intends to expand the scope and frequency of its meetings 
with business economists in various industries, and with business, labor, and 
agricultural executives who have valuable information about economic develop- 
ments in particular sectors of the economy and suggestions for stabilizing meas- 
ures that may be taken by Government and private agencies. This will increase 
demands on the staff and add to the expenses of operation of the Council. 


ESTIMATES BY OBJECTS 


The following table summarizes the Council’s budget estimates by objects: 
Personal services : 


Other objects: 

Other contractual services (for special ‘projects and with other 

Other (supplies and materials, equipment, 4, 000 


The total of $325,000 is some $23,000 above the amount appropriated for fiscal 
year 1954. As noted in the introductory statement, the additional amount is 
needed to fill out the minimum staff which, after careful thought, is considered 
necessary to do the job the Congress and the President wish done. 


01 Personal services 


The estimate for personal services comes to $273,000, which represents an 
increase of some $38,000 over the appropriation for this purpose in fiscal year 
1954. Thus, while the total budget requested is only $28,000 above the appro- 
priation for the current year, the amount to be spent on personal services will 
increase by $38,000, and all of this amount except for one secretary will be for 
professional economists and statisticians. (The reductions are being made in 
“Other objects,” particularly “Printing and reproduction,” and “Other contrac- 
tual services.”) While the precise breakdown as between staff economists and 
statisticians, between senior and junior staff persons, and between permanent 
and part-time personnel, cannot be seen, what now appears to be a workable 
kind of staff is summarized in the above table. (For a more detailed breakdown, 
see the following section on detail of budget request.) The full permanent com- 
plement for fiscal year 1955 comes to 29, while the part-time complement is ex- 
pected to be the equivalent of 3 full-time man-years. 

Because of the responsibilities of the Council, the high points of which are 
touched upon in the introductory statement, it is thought desirable that profes- 
sional staff should be, for the most part, at the highest level of competence obtain- 
able. The Council expects to continue to call upon the large staffs of the various 
economic agencies and bureaus for most of its junior level supporting economic 
and statistical analysis. However, the need for a small statistical unit within 
the staff of the Council, and for two junior level economists, has been anticipated 
in the budget estimates. (The fields of specialty to be covered are listed in the 
introductory statement. ) 


Grand total 
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02 Travel 

The estimate for travel expenses is $12,000, or $3,000 less than authorized in 
the fiscal year 1953 appropriation. It is expected that about $9,000 for travel 
will be spent by consultants, leaving the remaining $3,000 to defray travel ex- 
penditures of the Council members and the staff. Since it is expected that a 
fairly large number of individual specialists will be consulted during the course 
of the year—although the total will only come to the equivalent of 3 man-years— 
some $3,000 has been budgeted for each man-year for travel. This would allow 
the Council to draw upon the special skills of the leading economists in the uni- 
versities, research institutions, business firms, and labor and agricultural groups 
over the country. 


04 Communications 

The major part of the $5,000 estimated for this purpose is for the rental of 
telephone equipment. The remainder would cover long-distance telephone service, 
postage, and telegrams. The employment of part-time personnel is expected to 
entail rather higher telephone expenses than in the past. 

06 Printing and reproduction 

The $14,000 requested would cover expenses for the printing of 1 major eco- 
nomic report of the President, plus 1 or several shorter reports, depending mainly 
upon their length. This estimate has to be presented before the decision is 
reached with regard to the size and scope of the major economic report and the 
number and character of other reports. However, it is thought to be a conserva- 
tive yet realistic estimate. 

0? Other contractual services 

For special economic-research projects, $5,000 is budgeted. The purpose of 
including this item is to allow for the foreseeable need for obtaining additional 
economic research which cannot be done within the Government, either at all, 
or except at much higher cost. In many instances, it is thought that a small 
outlay of funds by the Council, sometimes no more than a few hundred dollars, 
will set in motion private research of much larger scope and cost, all of it 
valuable to the Council, which would not be undertaken otherwise. These 
projects would be arranged by contract with highly reputable and objective re- 
search institutes and universities. The particular research projects to be under- 
taken in fiscal year 1955 cannot be detailed at this time. They would all fall 
within the area of concern to the Council and would be selected to provide back- 
ground for, or throw light upon, the more critical current economic problems. 
One research project begun some 2 years ago by the former Council is near com- 
pletion but may require a small additional outlay if any advantage is to be 
gained from the fairly extensive work already done. This is a study of the 
economic problems and development potentialities of the Southwest region. 

The Council expects to spend $12,000 for services performed by other agencies. 
For administrative services of many types which the Bureau of the Budget has 
been performing for the Council, $5,000 is budgeted. This is somewhat lower 
than the amount previously spent, but it is theught that the addition to the 
Council's staff of an administrative assistant will make it possible for more of 
these administrative duties to be performed within the Council’s own staff. For 
security investigations, $2,300 has been estimated. This would pay for 10 or 12 
separate investigations. In view of the fact that a number of the Council 
employees have taken leave of other employment for only 1 year to work here, 
this ameunt is thought to be reasonable. For charting work, $2,000 is estimated ; 
for telephone operators, $1,500: for maintenance of equipment and maintenance 
and operation of the automobile, infirmary and nursing services, and other 
services, $1,200. 

08 Supplies and materials 

The estimate of $2,000 is in line with past experience of the Council, and 
includes office supplies and materials, newspapers and periodicals, and the like. 
09 Rquipment 

Here, again, the estimate of $1,000 is in line with expenditures in most pre- 
ceding years. 

15 Taxes and assessments 


The estimated $1,000 covers the Council’s contribution to the old-age and 
survivors insurance, for most of the non-civil-service employees. 
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Detail of budget request 
01 Personal services: 
Permanent: 


Chairman $16, 000 

1 secretary 4, 600 

2 council members 32, 000 

2 secretaries 8, 600 

1 administrative assistant 6, 500 

10 senior economists_ 118, 000 

2 junior economists 13, 600 

1 senior statistician 11, 000 

2 junior statisticians_ 12, 000 

1 statistical clerk-typist_—_ 4, 000 

5 secretaries 20, 000 

Allowance for overtime (roughtly equivalent to 1 secretary, 

full time) 4, 500 

Regular pay in excess of 52 weeks 1, 000 

Total permanent (29) 250, 000 

Part-time: Consulatants (equivalent of 3 man-years)~.--.--------- 33, 000 

Lapse (4 percent) —10, 000 

Total, personal services 273, 000 


OTHER OBJECTS 


02 Travel ($3,000 for each consultant man-year: and an average of 
about $225 for 13 permanent persons, including Council members, ap- 


04 Communications (primarily telephone) 5, 000 
06 Printing and reproduction ($10,000 for 1 major economic report of 

the President : $4,000 for other printing and reproduction) _~_---_____ 14, 000 
07 Other contractual services (special research projects) _....-..----- 5, 000 


Services performed by other agencies (primarily for administrative 
services, security investigations, health services, chart work, tele- 


phone operators, and equipment and car maintenance) _—--_----_-__ 12, 000 
O& Supplies and 2, 000 
15 Taxes and assessments 1, 000 
Total other objects 52, 000 
Grand total_____- 325, 000 


Mr. Burns. The Council, since I appeared last, has been recon- 
stituted under Reorganization Plan No. 9, submitted to the Congress 
by the President. When I was here last the Council virtually had 
no staff. Now it is almost fully staffed, and we are an operating 
organization. 

You may have noticed the Council is requesting a larger appropria- 
tion for fiscal year 1955, 

In working out our plans we found that we were handicapped in 
not having all the money that we needed. This request for an addi- 
tional $25,000, I think, is fully justified. I will be glad to explain 
it as we go along. 

Mr. Corron. Does that complete your preliminary statement? 

Mr. Burns. Yes. 


APPROPRIATION FOR FISCAL YEAR 1954 


Mr. Corron. Now, Dr. Burns, for fiscal year 1954 your agency 
requested $300,000 and were given an appropriation of $275,000, plus 
an unobligated balance of funds which 
is that correct ? 


ad been left over of $27,000; 
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Mr. Burns. Yes. 

Mr. Corron. So that you actually had for fiscal 1954, the present 
fiscal year, a total of $302,000? 

Mr. Burns. That is correct. 


ANTICIPATED SAVINGS AT END OF FISCAL YEAR 


Mr. Corron. I know that in the committee print of the bill it is 
indicated that you anticipate that $20,000 of that amount will not be 
expended in fiscal 1954; is that correct ? 

r. Burns. Yes. As a matter of fact, we may save more money 
than that. 

You see, we were late in getting started. Also I was cautious in 
building up the staff. That meant that the rate of expenditure was 
small at the start and we have been increasing it. By the end of the 
year I should guess that we will not have spent more than perhaps 
$250,000 or $260,000. 

Mr. Corron. If you only spend $250,000, it will be $52,000 then 
saved if you had $302,000; is that not correct ? 

Mr. Burns. Yes. 

Mr. Corton. So that you may have at the end of this present fiscal 
year $40,000 or $50,000 that you have not used ? 

Mr. Burns. Yes. I would have to check that, but that is my 
impression of the state of our finances. 

{r. Corron. You have touched on that, which is the matter of not 
filling your staff. 

Mr. Burns. That is right. 

At the present time our spending is at a rate of close to $300,000. 
Early in this fiscal year we began, you see, with an annual rate of 
expenditure well under $100,000 and we have built it up gradually. 


NUMBER OF EMPLOYEES ON PAYROLL 


Mr. Corron. How many positions do you have on your staff at 
present ? 

Mr. Burns. At the present time the number is 30. The Council is 
actually paying for only 28; the other 2 have been loaned to us by 
other agencies. 

Mr. Corron. In the advance committee print the total was given as 
25, plus 4 people apparently from other sources. That was true when 
the information was gathered for the committee print, but it is no 
longer true, is that right? 

Mr. Burns. It is not very far from the present situation. I pre- 
viously gave you a figure of 29. The number actually at work at the 
Council as of the last payroll date was 30, with 2 of them drawing 
their salaries from other agencies. 

This committee print, as you know, was prepared some time ago. 

Mr. Corron. Yes. 

What is the staff, the number that you contemplate in your estimate 
if you receive your estimate of $325,000? How many more are you 
going to put on? 

Mr. Burns. The estimate that I have is 34. 

Mr. Corron. Is that 34 positions? 


q 
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Mr. Burns. Thirty-four to be at work at the Council; yes. That 
ineludes consultants. 

Mr. Corron. That is 34 in addition to the 3 economic members of 
the Council, or does it include them ¢ 

Mr. Burns. That includes the members of the council. 

Possibly a better figure would be 32, the consultants being counted 
as equivalent full-time employees. 


USE OF CONSULTANTS 


Mr. Corron. Will you just tell the committee very briefly the policy 
on consultants; what their backgrounds are? 

Mr. Burns. I think I can best explain that in terms of the practice 
the Council has followed in the past year. We have at the present 
time four regular consultants. One of them comes down 4 days a 
week from Cornell University. Another comes down for a period of 
3 days weekly from Columbia University. A third comes down for 
214 days each week from Yale University. The fourth is a Washing- 
ton economist who gives the council approximately half of his time. 

Mr. Corron. Can you insert the names of these gentlemen at this 
point ? 

Mr. Burns. Yes. The Cornell man is Professor deChazeau; the 
man from Columbia, Professor Saulnier; the Yale man is Professor 
Triffin. 

Mr. Corron. Who is the Washington man ? 

Mr. Burns. Robinson Newcomb, a construction expert. 

In addition to these regular consultants I have called in individuals 
from time to time for a day or two. 

Mr. Corron. Before you get to that, if you will pardon me for inter- 
rupting you: These four regular consultants, are they paid annually, 
or per diem ? 

Mr. Burns. They are paid per diem plus their travel expenses. 

Mr. Corron. How much is their per diem ? 

Mr. Burns. $50 per day, Lam quite sure, in each instance. 

Mr. Corron. Plus traveling expenses ¢ 

Mr. Burns. Plus traveling expenses. 

Mr. Corron. I believe I interrupted you. Now will you proceed 
on the other consultants ¢ 

Mr. Burns. Yes. 

I turn occasionally to different individuals for advice, and they will 
come down for a day or two. In some instances I haven’t paid them 
anything; in some instances I have paid a stipend of $50. 

Mr. Corron. But in all instances, you, of course, pay their expenses ? 

Mr. Burns. No, not in all instances. When a man is fully capable 
ef taking care of his own expenses, I do not interfere with his doing so. 

Mr. Corron. Do you find many such people? 

Mr. Burns. Not enough, Mr. Cotton. 

Mr. Corron. About how many of these occasional consultants would 
you estimate roughly that you have had occasion to utilize during the 
present year? 

Mr. Burns. A half dozen I would estimate. 

Mr. Corron. How extensive a program of these occasions and con- 
sultations do you have in mind for the next fiscal year ? 


1041 


Mr. Burns. I would expect to use consultants more extensively next 
ear. 

: Of course, the extent to which I do will depend on circumstances. 

Mr. Corron. These consultants, are they from colleges, or from 
private ante or what types of background do they have! 

Mr. Burns. Most of them come from universities or private, non- 
profit organizations. One or two, I think, have come from private 
industry. 


WORK PROGRAMS OF THE COUNCIL 


Mr. Corron. Regarding the five general work programs that you 
referred to in your statement as the general approach to the work 
of your Council, the first of which was the analyzing of economic 
trends, do you put out any mimeographed or printed report daily or 
weekly on these trends? What is your policy in that program? 

Mr. Burns. It means two things, Mr. Cotton. 

As far as printed matter goes, we prepare a little monthly publica- 
tion called agente Indicators, which is printed by the Joint Com- 
mittee on the Economic Report. 

We also, of course, handle the work for the President’s economic 
report. 

Mr. Corron. This first publication that you referred to, how often 
is that printed? 

Mr. Burns. That is a monthly publication. 

Mr. Corton. Who finances the publication of it? 

Mr. Burns. The printing bill proper is paid for by the Joint Com- 
mittee on the Economic Report, not by the Council. The costs of 
preparing it are borne by the Council. 

Mr. Corron. Doctor, can you explain for the record what you mean 
by the Joint Committee on the Economic Report ? 

Mr. Burns. I will be glad to explain. 

The Employment Act of 1946 directed the President to submit, at 
the beginning of each regular session of Congress, an economic report, 
which would set forth the state of the Nation’s economy and advise 
the Congress on measures of policy. That statute also set up a com- 
mittee drawn from both Houses, which is directed to appraise the 
President’s economic report. 

Mr. Corron. Hed you completed your answer on this first program ? 

The second program is assisting the President in preparing his 
economic report ¢ 

Mr. Burns. Yes. 

Mr. Corron. You have covered program No. 5 in the statement? 

_ Burns. Yes, I was not thinking of the prepared statement as I 
spoke. 

“OF course, the Council of Economic Advisers has to watch economic 
trends rather closely, month by month, week by week, and day by day, 
in order to advise the President. 

Mr. Corron. How do you watch them; by following the oy ae 
throughout the country? How do you compile your statistics! 

Mr. Burns. We draw very extensively on all the statistical agencies 
in Washington and, of course, we obtain figures from them before 


they are published. 
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Secondly, we obtain figures from private sources, such as the New 
York Stock Exchange, the Dun and Bradstreet organization, and 
others. In the third place, when an important question comes up, 
we will do a little telephoning around in order to clarify our own 
thinking about the state of business in one or another sector of the 
economy. 

Mr. Corron. The second work program, I would assume, is self- 
explanatory, keeping the President posted on economic developments. 

‘The third is appraising the economic programs and policies of the 
Federal Government. Would you care to very briefly tell us about 
that one? 

Mr. Burns. Yes. Of course, the Council keeps in touch with the 
heads of departments of leading agencies, and advises them on their 
programs. ‘The Council works very closely with a new Presidentially 
appointed board, namely, the Advisory Board on Economic Growth 
and Stability, which is drawn from the various departments of Gov- 
ernment. ‘The Council also advises the entire Cabinet from time 
to time on the economic policies being pursued or those that might 
be pursued, 

dt course, in the President’s Economic Report you will find an 
appraisal of recent governmental policies. Chapter 3 of the report, 
which was just published, is devoted to an appraisal of the policies 
pursued by the Government during the past year. 

Mr. Corron. You refer to No. 4 of the work program as the cap- 
stone of the Council’s operation, that is, recommending policies for 
national economic growth and stability. By that you mean the recom- 
mendations that you make to the President as a result of your general 
study and research; is that right ¢ 
Mr. Burns. That is correct. 


PERSONAL SERVICES 


Mr. Corron. The Chairman of the Council receives a salary of 
$16,000 a year. He has one secretary who receives a salary of $4,600. 

Mr. Burns. $4,455, as I recall the salary. 

Mr. Corron. I am referring to page 8 of your statement here. 

Mr. Burns. The figure that I just cited is the salary my secretary 
draws at present, $4,455. 

Mr. Corron. The other two Council members receive the same sal- 
ary, and they each have a secretary at supposedly the same salary ; is 
that correct ? 

Mr. Burns. Roughly speaking, yes. 

Mr. Corron. Your administrative assistant receives $6,500. Is that 
right? 

Mr. Burns. Mr. Stocking is an economist who is performing that 
function at the present time. We are requesting a sum of $6,500 for 
next year for a person who is a specialist in administrative matters. 
Whether we will actually need to fill that post, or not, I cannot say at 
the moment. But it is in the budget. 

Mr. Corron. If you fill that post, what happens to Mr. Stocking? 
Does he return to his regular work as an economist ¢ 

Mr. Burns. He will be a happy man to be relieved of his present 
administrative chores. 
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ECONOMISTS 


Mr. Corron. You have 10 senior economists, with a total salary of 
$113,000. Do they all have the same salary, or are they varying 
salaries ¢ 

Mr. Burns. Their salaries vary. That figure may be an under- 
estimate, Congressman. 

Mr. Corron. What do you mean by that ? 

Mr. Burns. It may be necessary, to get 10 economists of the stature 
needed by the Council, to pay more than that, sir. 

Mr. Corron. How many senior economists do you have at the pres- 
ent time on the payroll ? 

Mr. Burns. At the present time the Council has 7 senior economists 
on the payroll, and 2 on loan from other agencies. 

Mr. Corron. These seven receive what salaries? 

Mr. Burns. The salaries range from $11,800 to $13,500. 

Mr. Corron. The two economists loaned from other agencies, are 
you paying them out of your budget now 4 

Mr. Burns. No. They draw their salaries from the agencies to 
which they are permanently attached. 

Mr. Corron. What are these agencies? 

Mr. Burns. One is the Federal Reserve Board, and the other is the 
State Department. 

Mr. Corron. They just loan them to you and you get their services 
free? 

Mr. Burns. That is right; for a limited period. 

Mr. Corron. You are asking for 2 junior economists, at a total 
salary of $13,600 for the 2. First, what is the difference between a 
senior and a junior economist ? 

Mr. Burns. When I think of a senior economist I have in mind a 
man who is an expert in his field and who is generally recognized as 
such; that is, a man who has a nationwide reputation as a specialist. 

When I think of a junior economist I have in mind a person who has 
yet to make his professional mark. 

Mr. Corron. He is on his way up? 

Mr. Burns. Yes. 

Mr. Corron. Do you have at present two junior economists? 

Mr. Burns. We have one, Mr. Cotton. 

Mr. Corron. What is his salary ? 

Mr. Burns. He receives a salary of $4,500. 


STATISTICIANS 


Mr. Corron. You have 1 senior statistician at present, is that right? 
bie ae asking for 1 senior statistician at a salary of $11,000; is that 
right ¢ 

Mr. Burns. The present salary I believe is $10,800, as I recall. 

Mr. Corron. You are calling for 2 junior statisticians at $6,000 
each, or a total of $12,000. Do you have two junior statisticians now? 

Mr. Burns. We have 2 junior statisticians now, and their combined 
salary is $9,265. 

Mr. Corron. Are you planning to increase the salaries of these same 


_Mr. Burns. This budget was prepared before these individuals were 
hired, or before one of them was hired. 
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REVISIONS IN AMOUNTS REQUESTED FOR PERSONAL SERVICES 


Mr. Corron. Am I correct in understanding that on the item of the 
10 senior economists, you think you may have underestimated what 
you need ? 

Mr. Burns. That is right. 

Mr. Corron. But on the matter of these two junior statisticians you 
asked for more than you need ? 

Mr. Burns. Yes. Also for the two junior economists. 

Mr. Corron. Would you tell us for the record now what amount 
you think you will require for your 10 senior economists? 

Mr. Burns. I would say that a figure of $120,000 is a better estimate, 
instead of $113,000. 

Mr. Corron. Your two junior economists, what do you now think 
you can require for them ? 

Mr. Burns. I should think that $10,000 is a better estimate than the 
$13,600 that I have. 

Mr. Corron. Are you now paying the senior statisticians $11,000? 

Mr. Burns. The salary is $10,800. 

Mr. Corron. Now, the two junior statisticians that you have in here 
a $12,000; what is your present opinion about what you need for 
them ¢ 

Mr. Burns. What I need is simply the amount now being paid to 
those individuals, plus a possible increase. But I am not able to say 
anything about that at the present time. 

Mr. Corron. What is being paid them now, did you say ? 

Mr. Burns. $9,265. 

Mr. Corron. That is the total for the two? 

Mr. Burns. For the two. 

Mr. Corron. One statistical clerk-typist at $4,000; do you have such 
personnel ? 

Mr. Burns. We have such a person receiving a salary of $3,335. 

Mr. Corton. Do you need $4,000 ? 

Mr. Burns. No. What I need is the present salary, plus a possible 
increase, which I am unable to estimate at the moment. 


SECRETARIES 


Mr. Corron. Five secretaries at $20,000. Do you have five secre- 
taries now? 

Mr. Burns. We have at the moment six secretaries. But this has 
been a rush season for us. We have been working on the economic 
report. 

r. Corron. What do you mean by a secretary? Do you mean a 
person who works for these economists anc is more or less a secretary 
and a stenographer, a combination? 

Mr. Burns. Yes; largely. 

Mr. Corron. Are these secretaries each assigned to an individual, or 
are thev sort of a pool? 

Mr. Burns. No. We don’t operate quite that way. I have estab- 
lished the rule that the girls help one another. My own secretary is 
available to any member of the staff when she is not working for me, 
and that rule is followed throughout the organization. 

Normally, one of these girls will take care of the work of two staff 
members. 
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Mr. Corron. I was not trying to go too deeply into your regular 
routine, 

Mr. Burns. I am glad I was able to say that. 

Mr. Corron. But these secretaries are high-grade stenographers? 

Mr. Burns. Primarily, yes. 

Mr. Corron. You have six of them them now and what are you 
paying ¢ 

Mr. Burns. $23,790 for the 6 of them. 

Mr. Corron. Do you think that 5 at $20,000 would be suflicient for 
the coming fiscal year ? 

Mr. Burns. Yes. 

I should explain that the secretaries of the Council members are 
not included in these figures. We covered those earlier. 

Mr. Corron. I understand. Those are up above; yes. 

Do you have that 1 messenger at $3,200 ? 

Mr. Burns. We have a messenger and he receives a salary of $3,230. 

Mr. Corron. Do you estimate overtime at $4,500? Is that still your 
estimate for the coming year? 

Mr. Burns. Perhaps Mr. Stocking can answer that. 

Mr. Srocxine. That is right. We spent almost that much this year 
already. 

Mr. Corron. What do you mean by regular pay in excess of 52 
weeks, which you have here ? 

Mr. Srockxine. That is where the end of the year—the pay period 
just does not hit at the end of the vear. 

Mr. CorroNn. So that with some slight variations that we have 
brought up in this colloquy, that totals $250,000 of your estimated 
budget. 

Mr. Burns. That is right. 


PART-TIME CONSULTANTS 


Mr. Corron. Then the consultants, $33,000, part-time consultants; 
is that still your estimate for your consultants ¢ 

Mr. Burns. That is right. 

Mr. Corron. And that covers both per diem and expenses, does it ? 

Mr. Burns. I don’t believe expenses are covered in that figure. I 
think the travel expenses are covered in the next item. 

Mr. Corton. You have an item “Lapsed, 4 percent, $10,000.” That. 
is an estimate of positions that may not be filled full time during the 
year; is that correct? 

Mr. Stockine. That is correct. 

Mr. Corron. That brings us up to $273,000, 


TRAVEL 


Next is your travel item, $12,000, of which $9,000 is for your ex- 
penses of consultants. 

Mr. Burns. That is right. 

Mr. Corron, The other $3,000 is what? 
, Mr. aaah That is the estimated expense of Council members and 
the staff. 

Mr. Corron. We have a stock question every year that we asked 
your predecessors, so we certainly do not want to spare you. 
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Mr. Burns. Good. 

Mr. Corron. Is that travel to be used for members of the Council 
who go around the country to make speeches advancing the philo- 
sophic cause of the present administration ? 

Mr. Burns. A simple answer to your question is “No,” but I will be 
glad to elaborate in any degree of detail. 

Mr. Corron. I asked that partly in a facetious way, but we have 
asked that question each time. 

What is the practice of the members of your Council on the matter 
of going out and making public appearances ? 

Mr. Burns. I have tried to set an example for the Council. TI be- 
lieve I am correct in saying, Mr. Cotton, that no member of the Coun- 
cil before January 28 made any public appearance whatever. 

I have given brief talks to nah groups off the record. But I have 
tried to keep out of the press very diligently, and not to make any 
statement that could in any sense be interpreted as a political state- 
ment. My colleagues have adopted and followed a similar rule. 

On January 28 I consented, along with my colleague, Neil Jacoby, 
to answer some questions concerning the economic report over the 
radio. But that was a purely expository session. 

Mr. Corron. As far as I know, this committee does not undertake 
to censor anybody, but we have from time to time inquired about the 
use of this travel money to find out whether it was used in a general 
barnstorming campaign. 

Mr. Burns. I have before me a full statement of every travel ex- 
penditure incurred by Council members or the Council staff. 


COMMUNICATIONS 


Mr. Corron. Next is communications, primarily telephone, $5,000. 
That is $4,000 appropriated last year and $5,000 requested this year. 
Why the increase ? 

Mr. Burns. I think the increase is due to two factors. First, we 
have to pay for our postage now. Secondly, working with consul- 
tants means that your telephone bill is apt to run up a bit. 

Mr. Corron. In other words, what you are saying is that it is 
only a part of this last year that you had a full staff, and, naturally, 
full activity; is that correct? 

Mr. Burns. That is right. 


PRINTING AND REPRODUCTION 


Mr. Corron. Now, printing and reproduction, just the same as last 
year, $14,000. Ten thousands dollars of that amount is for the major 
economic report of the President and $4,000 for other printing and 
reproduction. 

Can you give us just very briefly an example of the “other printing 
and reproduction” covered by the $4,000? 

Mr. Burns. I cannot give you an example. I can only specify the 
kind of thing that might arise. The Council might prepare a midyear 
report, just as it did previously. We have reached no decision on 
that; it is premature. 
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The Council might need to prepare one or another report in re- 
sponse to a special request by the President. So we put in an item 
of approximately $4,000 to cover that sort of contingency. It may be 
to high, and then again, it may be too low. 


OTHER CONTRACTUAL SERVICES 


Mr. Corron. “Other contractual services,” of $5,000, which is the 
same as last year; what do you mean by “other contractual services”? 

Mr. Burns. That is a contingency fund. The purpose is to meet 
the costs of special research projects that might be undertaken by 
universities in behalf of the Council. Of course, the sum of $5,000 
will not go very far. 

But it is sometimes possible, by making a small grant, to initiate 
studies on the part of others who themselves will contribute a very 
much larger sum. I have nothing particular in mind at the moment. 

Mr. Corron. What sort of thing have you done this year? 

Mr. Burns. We spent no money in that way at all. The Council 
has succeeded, during the past year, in having a rather considerable 
ey of work done by private-research organizations without pay- 
ing for it. 

r. Corron. Do you mean that what you contemplate is having 
some college or some foundation or somebody undertake some par- 
ticular study? 

Mr. Burns. That is right. 

Mr. Corton. This $5,000, then, that was appropriated for the pres- 
ent fiscal year is part of the money that you anticipate will remain 
unspent ? 

r. Burns. I do. 


SERVICES PERFORMED BY OTHER AGENCIES 


Mr. Corron. I notice for “services performed by other agencies,” 
your budget calls for $12,000. The appropriation last year was for 
$23,000. What is the reason for the decrease of $11,000? 

Mr. Burns. What that means is simply that two individuals who 
have been working for the Council are paid in the first instance by 
other agencies, and I expect that we will not function in that way next 
year. 

Mr. Corton. Does that mean the $23,000 was not spent ? 

Mr. Burns. It was or will be spent. 

Let me answer more precisely. I cannot say at the moment how 
much of that was spent or will be spent. All that I can say is that two 
members of the Council staff are paid by other agencies and that we 
reimburse those agencies. 

Mr. Corron. Are you unable to tell us at the present time how much 
you spent for reimbursing other agencies and what agencies received 
it 


Mr. Burns. I can’t give you the precise figure. 

Mr. Corron. Would you insert that in the record at this point? 

Mr. Burns. Certainly; I will be glad to. I can state now who the 
individuals are and the names of the agencies. 

(Information referred to is as follows: ) 
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Obligations incurred from July 1, 1958, to Jan. 16, 1954 and to which agency 


Administrative services (Bureau of the Budget) - $5, 217 
Reimbursement for detailed employees (Library of Congress for services 
Department of Public Roads (for services of Robinson Newcomb) ~------- 3,101 
Security investigations (Civil Service Commission) ~._-.--------------- 3, 45 
Telephone-operator salaries (General Services Administration) --...-.-- 875 
Chart work (Department of Commerce) ...-..------------------------- 1, 167 
Miscellaneous repairs and services (General Services Administration)__ * 736 


1 Includes $16 for car maintenance, 


Mr. Stocxine. Excuse me, Dr. Burns, there is one other item that 
we should not overlook. We have a contract with the Bureau of the 
Budget for administrative services. 

Mr. Burns. Yes. 

Mr. Corron. Do you ask other agencies to make special reports to 
you? 

Mr. Burns. Yes; all the time. 

Mr. Corron. How frequently? Regular reports? 

Mr. Burns. In some instances; yes. 

Mr. sai How comprehensive? Are they rather complicated 
reports 

r. Burns. They vary a good deal. Other agencies do a great deal 
of work for the Council. 

Mr. Corron. Do you pay these other agencies for this reporting 
service ? 

Mr. Burns. As a rule, not. 

Mr. Coron. What use do you make of Federal Trade Commission 
reports 

Mr. Burns. We have had the Federal Trade Commission make some 
special tabulations for us on corporate profits. They made a fairly 
elaborate statistical study for us recently. 

Mr. Corron. How essential is that particular service you get from 
the Federal Trade Commission? Is it one of your main sources of 
information ? 

Mr. Burns. The Federal Trade Commission at the present time, in 
conjunction with the Securities and Exchange Commission, compiles 
by far the best figures that we have on corporate profits. It is a tre- 
mendously important body of information. My hope has been that 
that body of information might be improved. 

For example, trade corporations are covered inadequately, 

Another defect, from the viewpoint of the Council, is that that mate- 
rial is slow and late in getting to us. We would like to see that work 
speveed up. We have been pushing in that direction, as we have 
throughout the Government, and with a measure of success. 

Mr. Corton. Can you give the committee any estimate of what sort 
of services and from what agencies you are going to require in the 
coming year ? 

Mr. Burns. During the coming year, I expect that we will not need 
to reimburse other agencies for salaries paid to men who are working 
with the Council. That is to say, we will get these individuals trans- 
ferred to our own payroll. 


1049 


The estimate that we have for the reimbursement of other agencies 
for the next fiscal year is $12,000. Of that sum, we anticipate that 
$5,000 will be paid to the Bureau of the Budget for handling various 
administrative services for the Council, that is, personnel records and 
the like. We anticipate that we shall need to pay $2,300 to the Civil 
Service Commission and the Federal Bureau of Investigation for in- 
vestigating the Council’s personnel. 

W have a further item of $2,000 for charting services, and I believe 
that work is done for us by the Department of Commerce. Perhaps 
I should say at this point that the Department of Commerce does a 
great deal of work for the Council for which it does not charge us at 
all. This figure is for specia] work on the Economic Report. 

Then we have an item of $1,500 for telephone operators, I am not 
entirely sure to whom that is paid. 

Do you know, Mr. Stocking? 

Mr. SrockxinG. That is paid to the Bureau of the Budget. 

Mr. Burns. Then we have a figure of $1,200 which is to cover main- 
tenance of equipment, the maintenance and _. of the Council’s 
automobile, and payments to the infirmary for its services, and pay- 
ments for miscellaneous services. 

I am not able at this moment to indicate the agencies to whom these 
individual payments are to be made. 

Mr. Corron. The other three items, supplies and materials, equip- 
ment, and taxes and assessments, are all the same as last year, I note. 


AUTOMOBILE 


Mr. Trromas. It used to cost $175 a month to maintain and operate 
the car, excluding the cost of the chauffeur. What does it cost now ¢ 

Mr. Srockrna. I have the figure up through December 15, I believe 
it is. We spent $16 for car maintenance and $23 for gasoline and oil. 

Mr. Burns. This is for what period ? 

Mr. Srockine. From August to the 15th of December. We got a 
repair bill since then which has not yet been submitted. 

Mr. Tromas. You do not charge off any depreciation or anything 
of that kind on the car? 

Mr. Srockine. No. 

Mr. Corron. Do you have one automobile? 

Mr. Burns. That is right. 

Mr. Corron. Do you have a chauffeur? 

Mr. Burns. We have a messenger who performs chauffeuring serv- 
ices as needed. 


NEED FOR CONSULTANTS 


Mr. Jonas. Doctor, you have a three-man Council, each member of 
which is a college professor, or was before coming into service with 
the Council; is that correct? 

Mr. Burns. Yes. Each member of the Council has had university 
experience, in addition to other experiences. 

Mr. Jonas. You came to the Council from Columbia University, 


and one came from Princeton and another from the University of 
California? 
Mr. Burns. Yes. 
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Mr. Jonas. The consultants, the three you customarily use, one is 
from Cornell, the other from Princeton, and the other is a housing 
engineer here in Washington. 

oir. buRrNs. A housing economist in Washington. 

Mr. Jonas. Do you use those three consultants throughout the year, 
or have you consulted with any other consultants during the course 
of this past year? 

Mr. Burns. ‘Those whom I have named I have had with me more 
or less continuously. ‘They started at different times. They would 
come down on a regular basis each week. 

Mr. Jonas. I will confess that 1 do not know much about the work 
of the Council. You have not said anything yet that justifies, to my 
mind, the expenditure of $42,000 for these consultants. 

Mr. Burns. I will be glad to do what I can to clarify it. 

Mr. Jonas. There are three of you on the Council 

Mr. Burns. That is right. 

Mr. Jonas. You have 10 senior economists who are comparable, 
from the standpoint of education and experience, to the consultants, 
are they not ? 

Mr. Burns. That is correct. 

Mr. Jonas. Are you not just adding to the group of people that 
have to debate these problems without obtaining comparable results, 
or worthwhile results? You might engage 6 or 8 additional con- 
sultants, but would the engagement of those additional consultants 
be worth the spending of the money for them ¢ 

Mr. Burns. Mr. Jonas, I am not accustomed to spending even 1 
cent which I can’t fully justify. I managed a large research organi- 
zation before 1 came to this job, and one L think which was properly 
run. 

Mr. Tuomas. As an economist, Mr. Jonas, he has been practicing 
economy. 

Mr. Jonas. I am glad to hear that. 

Mr. Burns. I am very grateful to you for saying that, because I 
could not have said it better myself, Mr. Thomas. 

Mr. Jonas. I haven’t read anything in the justification or heard 
anything said in the testimony that indicates the need of bringing 
these consultants to Washington when you have 10 senior economists 
on your regular staff and ma you have the entire facilities of the 
Small Business Administration available here. That Administra- 
tion is filled with economists. 

You have the economists in the Bureau of the Budget. You have 
the economists in the Federal Trade Commission and the Securities 
und Exchange Commission. They tell us they have the most out- 
standing economists in the country on their payroll. 

I just do not quite see the need of spending $9,000 on travel and 
$33,000 on a $50 per day per diem to bring three additional people in 
here every week or so to consult. I am giving you an opportunity to 
elaborate and to show why we need those consultants. 

Mr. Burns. I will be very glad to answer your questions to the ex- 
tent that my ability enables me to do so. 

The men whom I have as consultants at the present time I wanted 
down here permanently. I could not get these men to come down 
here and work with me on a permanent basis. Under the circum- 
stances, I had to take them on their own terms. 
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I might say that these men have put themselves to very considerable 
personal trouble to come to work with the Council. ' 

Let me tell you who these men are. The economist from Columbia, 
Professor Saulnier, is the outstanding expert in this country, in my 
judgment, in the fields of housing finance and consumer credit. He 
has been the director of the financial research program of the National 
Bureau of Economic Research since 1941. He is widely known among 
businessmen and bankers; he has worked very closely with them. 

He is not a speculative economist; he is an exceptionally well-in- 
formed man. I wish I could have him here permanently. 

Mr. Yates. What do you mean by speculative economist ? 

Mr. Burns. Mr. Jonas referred previously to university economists, 
and I gathered from that he had in mind speculative thinkers. 

Mr. Jonas. I just made the comment that you bring in people here 
from the universities who have the same experience you men on the 
Council have had, and you are just adding additional material at the 
top, of the same quality as the men on the Council possess. 

Mr. Burns. Mr. Jonas, you know, we have here a question of judg- 
ment. You can run a Council of Economic Advisers at an annual cost 
of $25,000, at one extreme, or even on less than that. And at the other 
extreme you could usefully spend millions of dollars per year. 

Mr. Jonas. I was questioning the usefulness of it in view of the 
fact that we are spending millions in each one of these other depart- 
ments of the Government. I am just wondering where the material 
they compile is not available to you without spending the extra money 
to have it recompiled. 

Mr. Burns. I am not recompiling other people’s material. I am 
not here to waste my own time or energy, or any of the Government’s 
money. 

That is something that no professional man would undertake. My 
men are not recompiling other people’s work. What they are doing is 
new research on policy questions, of the kind the Council is charged 
to do under the law. 

The Council has to give the President and through him to the 
Congress the very best economic advice that it can. I need expert 
assistance in performing that task. 

I repeat that this Council is not spending one cent unnecessarily. 

Mr. Jonas. Do you think three consultants are enough, then? Could 
you do a better job with six consultants ? 

Mr. Burns. Mr. Jonas, let me tell you this: My colieagues sat down 
and worked on this budget, and they came up with a figure for the 
next year of $400,000. I think that is a conservative figure. Never- 
theless, I told them that in view of the state of the Nation’s finances, 
I am simply unwilling, justifiable though that amount be, to ask for 
it. I insisted that they work out the budget as best they can within 
. much smaller figure, close to $300,000. And that is what we have 

one. 

I could demonstrate to you some very severe shortages that the 
Council will operate under with a budget of $325,000. Moreover, 
I could go on and tell you of all the work that is done for the Council 
on the outside without any cost. I am doing everything possible to 
keep costs down. 
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Mr. Jonas. How often do you bring these three men in here for 
organizations upon whom hg draw for information and help. Do 
you pay anything for that? 

Mr. Burns. No; we do not. 

Mr. Jonas. There are no consultation fees, either ? 

Mr. Burns. As a broad rule, none. 

Mr. Jonas. How often do you bring these three men in here for 
consultation ¢ 

Mr. Burns. They are regular part-time employees of the Council. 
They differ from the rest of the staff only in that they are not here 
every day of the week. And they are not here every day of the week 
because I could not get them on that basis. So they are in a con- 
sultant category. 

Mr. Jonas. How frequently does the consultant from Columbia 
come down ? 

Mr. Burns. He normally spends with the Council 3 days a week 

Mr. Jonas. Three full days? 

Mr. Burns. Yes. 

Mr. Jonas. In succession ? 

Mr. Burns. Usually in succession. 

Mr. Jonas. Are the others here at the same time, and do you meet 
in a body, or do you work separately ? 

Mr. Burns. We meet as a group from time to time; not very fre- 
quently. 

Mr. Jonas. Does each member of the Council and each consultant 
work independently ? 

Mr. Burns. Each consultant receives assignments from me and 
to a considerable degree works independently. 

Mr. Jonas. You do not have what I would call a board meeting, 
where all of you sit around the table and discuss these things? 

Mr. Burns. From time to time; yes. 

Mr. Jonas. But most ofthe work of the consultants is in the nature 
of investigation and study of reports that are compiled from other 
sources 

Mr. Burns. From other sources, and sometimes independently. 
Much analytical work is needed, too. 

Mr. Jonas. These 10 senior economists, in what respect does their 
work differ from the work that the consultants do? 

Mr. Burns. It differs only in that they work in other fields of 
economics. That is the only difference. 

You see, the consultants are really regular members of the staff 
who are not with me every day in the week, and they are not with me 
every day in the week because they have other obligations which make 
that impossible. 


SENTOR CONSULTANTS 


Mr. Jonas. Where did you get the 10 senior economists? Do you 
have a record there of who they are? 

Mr. Burns. Yes: I do not have 10 at the present time, I have 9, 7 
of whom are paid for by the Council and 2 of whom are made avail- 
able to the Council by other agencies. 

Mr. Jonas. Did you recruit these seven yourself when you came to 
the Council, from outside of Government ? 
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Mr. Burns. Some from within the Government and some from out- 
side the Government. 

Mr. Jonas. Who are the ones outside the Government? What posi- 
tions did they occupy? Were they in industry, or from institutions, 
or from organizations engaged in this sort of work? 

Mr. Burns. They came chiefly from universities. One of them came 
from a private research institution. 

Mr. Jonas. Would you make any distinction between the caliber or 
the ability of the economists you call senior economists and what you 
call consultants ? 

Mr. Burns. No; I would not. 

Mr. Jonas. Are they from the same fields? 

Mr. Burns. Broadly speaking, each is an outstanding expert in his 
particular branch of economics. 

Mr. Jonas. What that means, then, is that if you could get the three 
consultants on a full-time basis, you would say you wanted 13 senior 
economists ¢ 

Mr. Burns. Exactly. 

Mr. Jonas. So it becomes, then, a question of whether you need 13 
economists, or whether you need 40, or 5; is that the fundamental 
question 

Mr. Burns. That is right. 

Mr. Jonas. That satisfied the inquiry I had in my mind at the be- 
ginning. I could not see the need for superimposing upon your group 
of economists another layer of consultants. 

Mr. Burns. I do have a need, Mr. Jonas, for consulting with experts 
for very brief periods; a day, or a week, on special subjects. And 
I think I should have some latitude to do that. I can sometimes get 
as much from a man in a week as I might in a half year. 

Mr. Krurcer. Dr. Burns, you have studied the trends and develop- 
ments of the country’s business. What is the outlook now, so far as 
business is concerned. Is a recession or depression ahead of us? 

Mr. Burns. Whatever the Council of Economic Advisers has to say 
on that subject is summarized in the President’s economic report just 
presented to the Congress. 

Mr. Krurcer. Would you care to make just a brief statement on 
that point ? 

Mr. Burns. I will be glad to answer any specific question Mr. 
Krueger, that my limited ability permits me to answer. 

Mr. Krvuecer. Is good business in prospect now, or is poor business 
coming along? Is there a recession, or depression, coming? ‘That is 
plain, is it not? 

You folks have been looking into a crystall ball, and should be able 
to tell us what is coming. 

Mr. Burns. The Congress has been very kind to the Council of 
Economic Advisers. I hope that you will not, however, regard me as 
being disrespectful when I say that the Congress has not provided the 
Council with a crystal ball. Members of the Council, like the rest of 
mankind, have to guess in large measure when they speak of the 
future. 

Mr. Krvrcer. I only projected that in more of a joking way when 
I mentioned the crystal ball. But you gentlemen are professionals at 
this sort of study and I did not think that question was so much out 
of the way. 
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Mr. Tuomas. I was interested, Doctor, in your introductory state- 
ment. 

Incidentally, you have made a very fine statement here. It is very 
comprehensive. 

But I want to quote one sentence of your statement that intrigues 
me very much. It refers to the $325,000. You state: 

This amount takes account, on the one hand, of the important responsibilities, 
placed upon the Council by the Employment Act of 1940 and, on the other hand, 
of the need for imposing on each agency of the Government exacting standards 
of budgetary economy. 


Referring to that last activity, or 


—imposing on each agency of the Government exacting standards of budgetary 
economy— 
how much are you spending on that? 

Mr. Burns. I think the language there is poor, Mr. Thomas. What 
that sentence meant to convey is simply that in asking for the sum of 
$325,000, we, on the one hand, considered our duties under the law, 
and, on the other hand, restrained our impulse to ask for a larger 
sum in view of the state of the Nation’s finances. 

Mr. Tuomas. It does not say that at all. It says, 

The need for imposing on each agency of the Government exacting standards 
of budgetary economy. 

Mr. Burns. That is a very poor sentence, as I stated. 

Mr. Tuomas. Is it poor, or incorrect ? 

Mr. Burns. Of course, the Council does not impose standards on 
other agencies. 

Mr. Tuomas. How did that get in here, then, unnoticed? Perhaps 

ou had better tear this up, because if the Bureau of the Budget gets 
hold of this, they will be very unhappy about it and, of course, this 
committee is going to be very unhappy, because we are going to have 
to reduce your budget by that amount because it is not authorized by 
the Employment Act of 1946. 

Is that just a mistake ? 

Mr. Burns. It is very unfortunate phrasing. 

Mr. Corron. Did you mean imposing on yourself? 

Mr. Burns. Yes. 

Mr. Tuomas. In other words, then, that statement should be deleted. 
It is not one of your functions to impose on other agencies of Govern- 
ment any budgetary standards; that is a job of the Bureau of the 
Budget. 

Mr. Burns. That statement, I think, should be amended rather than 
deleted. 

Mr. Tuomas. How are you going to amend it, then? 

Mr. Burns. Merely to indicate that we impose certain standards 
on ourselves. 

Mr. Tuomas. You are going to have to strike this statement out and 

ut yours in, because one is dealing with the East and the other is 
pai a with the West. 

Mr. Jonas. Does it mean that the standards of budgetary economy 
have been imposed ? 

Mr. Tuomas. Mr. Chairman, I do not want to take up the commit- 
tee’stime. Mr. Krueger was apparently going into the subject of high 
interest rates and tight money, and there is the farm policy and the 
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present unemployment situation, and perhaps what it would be in Oc- 
tober of this year. Of course, the final economic question would be 
what the economy will be 8 or 10 months from now. It seems to me 
Mr. Krueger is going into that sort of thing, so if you will excuse me, 
I will yield to Mr. Krueger and Mr. Yates on that subject. 

Mr. Corron. Do I understand from this colloquy, Dr. Burns, that 
this sentence at the opening of your statement intended to say : 

This amount takes account, on the one hand, of the important responsibilities 
placed on the Council by the Employment Act of 1946 and, on the other hand, 
of the need for imposing on ourselves, as other agencies of the Government need 
to do, exacting standards of budgetary economy. 

Mr. Burns. Of course. 

Mr. Corron. If you struck out the fifth line, it would be all taken 
care of. Is that right? 

Mr. Burns. Very good. 


NUMBER OF EMPLOYEES 


Mr. Yares. I was just checking the hearings for 1954, Doctor, when 
Mr. Keyserling was the Chairman of the Council of Economic Advis- 
ers. I notice that for the same amount of money that you are asking 
they had 39 employees. As I remember the figure that you testified to, 
you have 28 or 29. 

Mr. Burns. In requesting an appropriation of $325,000 for the com- 
ing fiscal year, I have listed positions for 32 full-time employees. 

Mr. Yares. Is that including the advisers? 

Mr. Burns. Including the consultants counted on an equivalent 
full-time basis. 

Mr. Yates. I would assume from the difference in the two budgets 
and the difference in the numbers employed that you are paying more 
per employee than Dr. Keyserling did. 

Mr. Burns. That is part of the explanation, yes. 

Mr. Yates. I do not remember that he told this committee that he 
was thinking of hiring consultants. I think this is a change in policy 
as a result of the new Council of Economic Advisers. Is it not? 

Mr. Burns. I hesitate to speak of any difference in policy, not 
knowing precisely what my predecessor’s policies were. 

You see, the Council has been employing consultants and intends 
to continue employing them, for two reasons: First, the experts 
whom I want may be unavailable on a full-time basis, and I would 
rather have an able man 2 or 3 days a week than have a mediocre 
man fora full work. That is one reason for working with consultants. 

Another reason is that as special problems are considered by the 
Council, I want to draw on ability wherever it may be in the country 
and bring men down here for a day or a week, to give the Council 
the benefit of their experience and knowledge. 

Mr. Yates. What consultants did you use last year, or are you 
using currently 

Mr. Burns. At the present time, as I believe I have already testified, 
I have with me, on a regular basis, Mr. de Chazeau, Mr. Saulnier 

Mr. Yates. Would you state with what universities they are 
affiliated as you read their names, please 
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FIELDS OF STUDY OF THE CONSULTANTS 


_ Mr. Burns. Yes. Mr. de Chazeau is from Cornell University, Mr. 
Saulnier from Barnard College, Mr. Triffin from Yale University. 
Mr. Newcomb is a construction consultant and economist in this city, 

Mr. Yates. You stated that Mr. Saulnier is an expert on housing 
finance, did you not? 

Mr. Burns. Housing finance and consumer credit. 

Mr. Yates. What is Mr. de Chazeau an expert in? 

a Burns. He is an expert in the realm of private business 
policies. 

Mr. Yates. What does “private business policies” mean ? 

Mr. Burns. That means simply the techniques employed by in- 
dividual enterprises in managing their affairs, especially their capital 
expenditure programs, which is a subject of large interest to the 
Council. 

Mr. Yates. What is Mr. Triffin an expert in? 

Mr. Burns. He is anexpert in the field of international economics. 

Mr. Yates. When you say international economics, that is a very 
broad field. Would you say he is an expert in all aspects of inter- 
national economics? Is hea specialist in anything? 

Mr. Burns. He is a specialist in one area of great concern to the 
Council, namely, the he sane of payments arising through or from 
the movement of commodities peg services between this country and 
other countries. 

Mr. Yares. Mr. de Chazeau is not a specialist in any sense; rather, 
he is an expert in the field of private business management ? 

Mr. Burns. I would speak of him as a great expert in his field. 

Mr. Yares. What is his specialty ? 

Mr. Burns. His specialty is private stabilizing policies; that is to 
say, stabilizing policies pursued by business firms in this country. It 
is a subject that he has studied for many years. 


PRIVATE STABILIZING POLICIES 


Mr. Yates. How would you define “private stabilizing policies”? 

Mr. Burns. These are policies pursued by private business firms 
with respect to their capital expenditure sep ere with respect to 
their inventory investments, with respect to their flotation of secur- 
ities, with respect to the employment which they give to their men, 
and so forth and so on. 

Mr. Yates. What is stabilized, then ? 

Mr. Burns. The word “stabilizing” is intended to convey the fact 
that a private firm may pursue policies of a kind that cause instability 
in the economy; or it may pursue policies of a sort that help to keep 
our economy on an even keel. Mr. de Chazeau has looked into the 
particular policies being worked out in different parts of the country 
that work in a stabilizing direction; that is, that help to maimtain the 
private economy on an even keel. 

Mr. Jonas. Is there any argument about the fact that those things 
do stabilize? I thought that was elementary. Do we not all know 
that those things are stabilizing influences in the economy ? 

Mr. Burns. Tt I am a businessman and I spend $1 million on capital 


investment in 1 year because my sales were good in that year, and if 
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I spend nothing the next year because my sales fell off a little, then 
I am creating instability in the economy; I am not pursuing a stabil- 
izing pan If, on the other hand, I, as a businessman, operate on a 
capital budget, so that I will spend approximately $1 million dollars 
a year over the next five years, whether my sales come up to my expec- 
tations or not, then I am pursuing a stabilizing policy. I am not 
exporting instability, so to speak, to other parts of the economy. 
ow, there is a great movement at the present time, one which is 

still small but one which is growing, on the part of business enterprises 
to pursue stabilizing policies. That is something that we must try to 
follow and encourage as much as we can, because the more business 
acts along these lines, the smaller will be the problem facing the Gov- 
ernment under the Employment Act. 

You see, under the Employment Act, the Government has assumed 
a responsibility for helping to maintain a high and expanding level 
of output and employment. So it is extremely important to see what 
private enterprise is doing and to encourage os enterprise to 
carry as much of the stabilizing function as possible. 

Mr. Yares. Is not that what American business has been attempt- 
ing to do? 

Mr. Burns. No, I would not describe American business that way. 

Mr. Yares. Is this something new, this theory of seeking a stable 
approach to doing business? 

fr. Burns. Yes. Stabilization of capital expenditures is a new 

concept. 

Mr. Yates. How old is it? 

Mr. Burns. I cannot state it precisely. 


Mr. Yates. Approximately ? 
Mr. Burns. It is not the kind of thing that you can say began on 
any single ~~ Let me say merely this: We have much more of it 
ad 


now than we 10 years ago, we had more of it 10 years ago than 
we had 20 years ago, and we had hardly any of it 20 years ago. 

Mr. Yates. Was not that as a result of the condition of the econ- 
omy at that time? 

Mr. Burns. No, I do not think so. I think that the character of 
business thinking has changed over the years and that an increasing 
number of businessmen have come to see that profits can be made a 
little more securely by following a long-range investment policy 
rather than by varying investment with minor shifts in sales. 

Now, that is a new concept in business and one which is by no means 
universally believed or adopted at the present time. 

Mr. Yates. Would the policies of Government affect that concept? 

Mr. Burns. I think decidedly. To the extent that it comes to be 
widely believed by business firms that the Government will act vigor- 
ously under the Employment Act, to the extent that our businessmen 
come to feel that we will not have any serious slump in this country ; 
to that extent they are more likely to pursue stabilizing policies them- 
selves. And what applies to businessmen applies also to consumers. 

If you and I, as individuals, feel that we will not have any depres- 
sion of any magnitude in this country, then we are not going to cur- 
tail our spending in anticipation of a depression. So that, in adhering 
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to the Employment Act, I think the Government helps business firms 
and consumers to pursue stabilizing policies of their own. 

Mr. Yates. Would you say that the recent announcement of Gen- 
eral Motors that it te ey to spend $1 billion in an expansion pro- 
gram is an example of this? 

Mr. Burns. I would have to know just how much General Motors 
had spent in previous years before I could comment usefully on that 
question. 

Let me say only this: that the willingness of business firms to em- 
bark on huge investment programs at a time when the economy is un- 
dergoing some contraction certainly helps to stabilize the economy and 
to minimize the need for governmental intervention. 

Mr. Yates. Is our economy now undergoing a contraction ? 

Mr. Burns. Yes. 

Mr. Yares. In what respects? 

Mr. Burns. With respect to employment, with respect to output, 
with respect to the disbursement of personal incomes. The facts are 
all set forth in the economic report quite fully. 


SENIOR ECONOMISTS 


Mr. Yares. Your justification shows a request for employment of 
10 senior economists. 

Mr. Burns. That is right. 

Mr. Yates. Have those people already been employed ? 

Mr. Burns. At the present time, the Council has 9 senior economists, 
and it pays the salaries of 7. 

Mr. Yates. Who pays the salaries of the other 2? 

Mr. Burns. The agencies that have provided these men, that have 
loaned these men, so to speak, to the Council. 

Mr. Yares. Can you give us the names of the senior economists? 

As I understand your previous testimony, you have said that these 
are crackerjack economists, among the topflight people in the whole 
country. 

Mr. Burns. That is right. 

Mr. Yares. Can you supply the names of the people and whether 
they come from a university, or why they are outstanding? 

Mr. Burns. Yes, I will be glad to identify them. 

Clarence Long is professor of economics at Johns Hopkins Univer- 
sity and a member of the research staff of the National Bureau of 
Economic Research. He is one of our staff members. 

Second is William Nicholls, an agricultural economist, professor at 
Vanderbilt University. 

Third is Louis Shere, professor of economics at the University of 
Indiana, who is working in the area of taxes and governmental ex- 
penditures with the Council. 

Fourth is David Lusher, who has been with the Government for 
some years. He is an expert in the field of national-income ‘analysis. 

Still another is Irving Siegel, who has had a great deal of experience 
in research. He worked with the National Bureau of Economic Re- 
search, and more recently he has written a book on technology, or the 
economic implications of technology, for the Twentieth Century Fund. 
He specializes in the area of industrial technology and productivity, 
with the Council. 
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Another member of the staff is Asher Achinstein. I might say Mr. 
Achinstein is regularly employed with the Library of Congress. He 
has been detailed to work with the Council. He is a business-cycle 
specialist and has written what I think is the outstanding textbook on 
business cycles. 

Then there is Mr. Stocking, who is with me here, who has had 
many years of experience with the Government, and before that, in 
universities, and who is the Council’s expert in the field of commodity 
analysis. 

In addition to the seven whom I have named, I have had the benefit 
of the services, in recent months, of Dr. Koch, of the Federal Reserve 
Board. He was formerly on the research staff of the National Bureau 
of Economic Research. He has been with the Federal Reserve Board 
for some years and is an outstanding specialist in the field of money 
and credit. 

I have also had the services, on loan, of Dr. Riefman in the area 
of international trade. Dr. Riefman is regularly employed by the 
State Department. 

I believe I have named the nine economists, nine senior economists, 
who have been with the Council. 

Mr. Yares. I believe I neglected to ask you the specialty of Mr. 
Newcomb, who is the fourth consultant that you listed before. 

Mr. Burns. Yes. He is a specialist in the field of construction of 
public works. 


SALARIES PAID TO CONSULTANTS 


Mr. Yates. Do you have the figures as to how much money has been 
paid by the Council of Economic Advisers to each of the consultants 
up to the present time of this fiscal year? 

Mr. Burns. I do not have those figures with me. I will be glad to 
them. 

(The information referred to follows :) 


Paid to consultants July 1, 1958, through Jan. 16, 1954 


Raymond J. Saulnier 
Fritz Machlup 
Melvin G. de Chazeau 
Robert Triffin 
Geoffrey Moore 
Robinson Newcomb, paid through Bureau of Public Roads 


Mr. Yarrs. Do you pay them each $50 a day for the time they 
come to Washington ? 

Mr. Burns. That is right. 

Mr. Yares. Did you say that one came in 4 days a week, one 3 days 
a week, and one 2 days a week ? 

Mr. Burns. Approximately that; yes. 


USE OF OTHER CONSULTANTS AND AGENCIES 


Mr. Yates. Have you ever used any other consultants than these 
four? 

Mr. Burns. Yes. We have used others for very brief periods. 

Mr. Yates. What other consultants have you used ? 

Mr. Burns. I only recall a few. I will be glad to supply a full 
list. 


| 
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Those whom I recall are, first, Dr. Machlup, of Johns Hopkins 
University, who gave the Council a day or two. 

Another whom I recall is Dr. Moore, of the National Bureau of 
Economic Research, and Columbia University, who gave the Council 
a day or two. 

Then there have been several others who have served the Council 
for a very brief period. 

Mr. Corron. Do you ever get anybody from Dartmouth? 

Mr. Burns. We have not had occasion to as yet. 

Mr. Yares. Last year you testified that there were two projects 
under study by the Council. Have those been completed ? 

Mr. Burns. One I believe was a study of economic forecasting, 
which is being conducted by the National Bureau of Economic 
Research. 

Mr. Yates. That is correct. 

Mr. Burns. The other was a conference on business cycle policy, 
also sponsored by the National Bureau of Economic Research. That 
conference brought together representatives of a score of universities 
from different parts of the country. 

Are those the two projects you had in mind? 

Mr. Yares. Yes; those are the two. Have those been completed? 

Mr. Burns. The first is not completed, no, but I get reports con- 
tinuously, every few weeks. It is a long-range project, and I would 
not be surprised if that project continued for several years. 

Mr. Yates. Do you pay anything to the National Bureau of Eco- 
nomic Research for doing the work for you? 

Mr. Burns. No; nothing at all. 

Mr. Yates. Nor to the other conference? 

Mr. Burns. No. As for the Conference on Business Cycle Policy, 
one part of that is completed, but the work will go on in response to a 
request on my part. 

Mr. Yates. Do any of those participating in those projects receive 
pay as consultants? 

Mr. Burns. Geoffrey Moore, on the staff of the National Bureau, 
has received from the Council about $100 as a consultant. No one 
else has received anything. 

Mr. Yates. You ede previously that you consult with the Presi- 
dent and with Cabinet members on economic trends and that you give 
them economic advice. 

Mr. Burns. That is true. 


RATE OF INTEREST POLICY OF FEDERAL GOVERNMENT 


Mr. Yares. Is the high-interest policy followed by the Treasury the 
result of the advice that your Council gave them ? 

Mr. Burns. The Treasury is not following a high-interest policy. 

Mr. Yares. As contrasted to the previous interest rates, the interest 
rates are higher, are they not? 

Mr. Burns. I wish I had the precise figures with me. But, you see, 
Treasury bills have recently sold at less than 1 percent, and you have 
to go back some distance to find a lower rate of interest. 

Mr. Yarrs. But these are short terms, are they not? Is there not a 
difference in maturity dates? 
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Mr. Burns. If you take long-term rates of interest, at the present 
time they are approximately what they were about a year ago. 

Mr. Yares. What happened last year? The refinancing that was 
conducted during 1953 was at a higher interest rate, was it not ? 

Mr. Burns. You are doubtless thinking of the 314-percent issue 
put out by the Treasury last April. 

Mr. Yates. That is right. 

Mr. Burns. And that was at a higher rate of interest than had been 
paid by the Treasury for many a year. 

Mr. Jonas. That was 30-year bonds, was it not ? 

Mr. Burns. Yes; that is true. Even so, that was above the yield 
on long-term Government bonds of preceding years; though it was 
close to the market yield at that time. 

You see, rates of interest, or the whole family of interest rates, had 
been rising since about 1950, but the rise was accelerated after the turn 
of 1953. From about January to April, the rise was distinctly faster 
than it had been over the preceding year and a half or two. 

Mr. Yares. As I remember the figures—and correct me if I am 
wrong—was there not a refinancing of a substantial amount of Govern- 
ment bonds at a higher interest rate, other than the issue that you have 
reference to? 

Mr. Burns. That is correct. 

Mr. Yares. This occurred at various times during the entire year 
1953, did it not? 

Mr. Burns. Yes. That was certainly true in the first 7 or 8 months 
of the year. Rates of interest began falling around June and toward 
the end of the year the rate of interest paid by the Treasury was a good 
deal lower than earlier in the year. 

Mr. Yates. Was the action of the Treasury in both respects, durin 
the initial part of the year and the latter part of the year, predica 
upon the advice of your Council ? 

Mr. Burns. No; I cannot say that it was predicated on the advice 
of the Council. However, the Treasury has discussed these problems 
with the Council. 

Mr. Yates. Did your Council agree with the action of the Treasury ? 

Mr. Burns. That is a very difficult question to answer in any detail. 
You see, the Treasury has consulted with the Council at certain times, 
not at all times. By and large, the thinking of the Council was 
substantially the same as the thinking of the Treasury. 

Mr. Yates. Would you say the agreement was reflected in the varia- 
tions in interest in the last year or two to which you have testified? 
In other words, there was no disagreement between you and the Treas- 
bat Fa what they should do, was there? 

r. Burns. May I answer that in a statement that I will supply for 
the record? 

Mr. Yates. Surely. 

(The statement referred to follows :) 

The Council has worked closely with the Treasury. Such differences as have 
arisen have been very few and have related to matters of detail. It would serve 


no useful purpose to give prominence to occasional minor disagreements. What 
is worth noting is the fundamentally harmonious and cooperative relationship. 
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FARM POLICY 


Mr. Yates. Dr. Burns, has the Council of Economic Advisers given 
any advice to Secretary Benson with respect to what the farm policy 
should be? 

Mr. Burns. Yes; we have done a little in that direction; that is not 
an area that we have specialized in, I might say. 

Mr. Yates. Is it a limited area? When you say the area you spe- 
cialized in, I do not know quite what that means. 

Mr. Burns. That is, the Council does not specialize in agricultural 
questions. 

Mr. Yates. Do you mean you do not take into consideration what 
should be the Government’s economic policy toward the farm economy 
in the country? 

Mr. Burns. Yes; we do. I have just given you an honest answer, 
Mr. Yates, which I take it is what vou want. 

Mr. Yates. That is exactly what I want, Doctor. I am trying to 
find out what is your relationship to the Secretary. 

Mr. Burns. We have consulted with Mr. Benson at times, and very 
frequently and extensively with True Morse, who is a member of the 
Advisory Board on Economic Growth and Stability and a very reg- 
ular and faithful attendant. He has brought agricultural problems 
to the Board and discussed them with the Council. 

Mr. Yarers. Has the Council taken any position with respect to 
whether or not there should be flexible price supports, or whether 
there should be firm supports? 

Mr. Burns. Yes. We have looked into that; and our thinking, 
you will find, is reflected in the President’s economic report. 

Mr. Yates. Would you say that Mr. Benson’s viewpoints, as he 
has expressed them, are generally in substantiation of what the advice 
of the Council of Economic Advisers has been ? 

Mr. Burns. I would rather put it this way: Mr. Benson has drawn 
very widely on expert opinion in this field and the recommendations 
that his Agriculture Committee finally came out with, by and large, 
were sunported by the Council. 

Mr. Yares. In other words, are you saying that the Council favors 
the flexible price-support program as opposed to the fixed price-sup- 

rt program ? 

Mr. Burns. Yes. 

HOUSING PROGRAM 


Mr. Yates. Was the Council consulted in connection with the pro- 
posed housing program that was embodied in the President’s housing 
message ? 

Mr Burns. Yes: very extensively. That is one of the areas that 
we did snecialize in. 

Mr. Yarrs. I have heard suggested the fact that FNMA should be 
taken over by private industry. I think it is through the Home Loan 
Bank that that was proposed. Is this in keeping with the recom- 
mendation of the Council? 

Mr. Burns. The Council has made a strong definite recommenda- 
tion in this field: namely, that steps be taken to create a secondary 
mortgage facility thet would serve institutions all over the country— 
something which FNMA, at the present time, does not do. 
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Secondly, the Council has recommended that as far as possible 
this secondary mortgage facility, which means essentially a mortgage 
bank, be financed by private funds, but that the Treasury be called 
upon to assist to the extent necessary. 

Now, those are the general principles on which the Council agreed, 
and we did not get into specific details beyond that. 

Mr. Yares. That last suggestion is a very interesting one, as to 
when the Treasury comes into the picture in terms of helping with 
the funds. If it is to be an action by private enterprise, presumably 
the Treasury would not be in the picture. If it is to be with Govern- 
ment help, did you have in mind that it would be in the nature of 
a guarantee of some type, such as you have in FHA financing today ? 

Mr. Burns. No. What we had in mind is that it would be neces- 
sary, at least at the start, to have the Treasury supply a certain por- 
tion, perhaps a substantial portion, of the capital needed by this 
secondary mortgage facility. 

Mr. Yares. Asa loan? 

Mr. Burns. No; this would be a capital subscription. 

But in the course of years, as this institution earned profits, the 
Treasury’s stock would be retired. In other words, profits would 
be used to retire Treasury stock. 

Mr. Yates. In other words, you would have a rotating fund, pay- 
ing for itself eventually ? 

Mr. Burns. Yes. 

Mr. Yates. Was the action of FNMA in selling its mortgages, a 
half billion dollars’ worth during the last 6 months, at a 4-point dis- 
count, done with the advice of the Council? 

Mr. Burns. No, the Council did not participate in that. 

Mr. Yares. Did not participate in that discussion at all? 

Mr. Burns. No. 

Mr. Yares. The President’s housing message suggested a slum- 
clearance program. Am I right in assuming that this was done in 
accordance with the recommendation of the Council of Economic 
Advisers? 

Mr. Burns. There are many that played a part here. The Council 
played a certain part. 

As you may recall, the President appointed a committee to look 
into housing problems, and then Administrator Cole submitted some 
recommendations to the President on the basis largely of that com- 
mittee’s report, and partly on the basis of the Council’s thinking. 
We worked together. 

Mr. Yates. Did the Council favor the use of public-housing pro- 
grams to go along with the slum-clearance programs? 

Mr. Burns. The Council is in favor of a modest public-housing 
program for the time being; yes. 

Mr. Yarrs. When you say “modest public-housing program”; 
does this mean that the Council agrees with the President’s recom- 
mendation for 35,000 units per year for the next 4 years? 

Mr. Burns. I would not want to tie the Council to any specific 
number. 

Mr. Yates. Would you consider that the term “modest” as used 
by vou. might include 35,000 units? 

Mr. Burns. Yes. 
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DEFLATIONARY TRENDS 


Mr. Yates. Would you say, Doctor, that we are in a depressed 
economy? Or let me put it this way: Are we as much concerned 
with inflationary trends now as we are with deflationary trends? 

Mr. Burns. We are much more concerned with deflationary trends. 

Mr. Yares. What action is proposed as a remedy? I know that 
your message contained some of them. Is there anything in addi- 
tion to what is contained in your message that you can give this 
committee as being in prospect 

Mr. Burns. A great deal is under discussion, Mr. Yates, but I do 
not feel free to discuss it on this occasion. It is something the Presi- 
dent in due course will have to do. 

Mr. Yarers. If the trend continues, should there be a reduction of 
income taxes for both corporations and for individuals? 

Mr. Burns. I would be inclined to say so, 

Mr. Yates. Even though the deficit increases ? 

Mr. Burns. If unemployment increased sharply, I would be in- 
clined to say so. 

Mr. Yates. It has been generally presumed in the past that if 
the trend continues there will be a program of public works under- 
taken to offer the possibilities of continued employment. Is that one 
of the matters under consideration as well ? 

Mr. Burns. That is correct. 


UNEMPLOYMENT 


Mr. Yates. Is unemployment increasing or decreasing at the pres- 
ent time? 

Mr. Burns. It is increasing at the present time. 

Mr. Yates. How many unemployed do we have in the country, by 
the last authoritative statement ? 

Mr. Burns. 2,350,000, aproximately, according to the January fig- 
ure put out by the Census Bureau. 

r. Yares. Would that be January 1? 

Mr. Burns. No. That would be approximately January 10. 

Mr. Yares. And is that the last authoritative figure you have? 

Mr. Burns. Yes. 

Mr. Yares. Are these figures given monthly, or quarterly, or how? 

Mr. Burns. These figures are monthly. 

Mr. Yates. What was the figure of the previous month; do you 
recall ? 

Mr. Burns. 1,850,000. 

Mr. Yates. Where did most of the increase in unemployment come 
from; layoffs in the antomobile industry ? 

Mr. Burns. The greatest portion of this increase is a seasonal in- 
crease. 

Mr. Yates. In what industries? 

Mr. Burns. In metal-working industries. Also in construction and 
other industries. 

Mr. Yares. Steel? 

Mr. Burns. Steel is one, the automobile industry is another and 
more important. Trade is still another. 
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Mr. Yares. During such a period, of the one in which we are at the 
present time, should interest rates be increased, or lowered? 

Mr. Burns. During a period such as this, you would expect interest 
rates to come down; which is exactly what has happened. 

Mr. Yares. The Small Business Administratiion is authorized to 
grant loans. Would you think that a liberal interpretation of this 
authority would be good for a period such as we are in now ¢ 

Mr. Burns. Your question is very general, Mr. Yates. 

Mr. Yares. I hope that by your answer you might make it more 
specific, Doctor. 

Mr. Burns. Taking it on that level, I would say “Yes.” 

Mr. Yares. I was hoping in your answer you might make it more 
specific and give your conditions as you wanted them. I did not mean 
to pinpoint you one way or another. 

he interest rate that has been set by the Small Business Advisory 
Board is 6 percent. I realize that one cannot generalize about an in- 
terest rate being too high or too low, because it varies in different 
markets and different parts of the country; but, at the present time, 
would you say that 6 percent is a rather high rate of interest to 
charge for small loans? 

Mr. Burns. Mr. Yates, I would need some specific facts before I 
cound answer that. You see, in the case of a very small loan, the cost 
of administration will be very heavy, and we would have to get down 
to specific figures before I could comment usefully. 

Mr. Yates. Thank you very much, Doctor. 

Mr. Jonas. Speaking of the current rate of unemployment, I did not 
have available the figures for 1948 and for 1949, but I heard it stated 
and also saw it in the papers that during that time when we were not 
engaged in a war, before the Korean incident began, that unemploy- 
ment went up to 3 or 4 millions. Do you have the figures ? 

Mr. Burns. I do not have the precise figures with me or in mind, but 
unemployment reached a peak in early 1950 and was close to 5 million. 
I think it reached a peak of 4,700,000 in February 1950. 

Mr. Jonas. Could you supply those figures for the record? They 
might be interesting. 

Mr. Yares. They will be interesting. 

Mr. Burns. I will be very glad to supply those figures. 

Mr. Yares. The basis of comparison between those figures and your 
present testimony will cover the same types of unemployment, I as- 
sume? In other words, when you say a certain type of unemployment 
is attributable to the fact that it is a seasonal industry, I assume that 
will be covered, too? 

Mr. Burns. Yes, sir. I will give you comparable figures. 

(The information referred to follows :) 
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Unemployment, 1948-54 


{Thousands of persons 14 years of age and over] 


Month 1948 | 1949 1950 1951 1952 1953 1954 

Monthly 2,064 | 3.395 | 3.142 1.879] 1,673 | 1,523 |........ 
January 2,085 | 2,664 | 4.480) 2,503} 2,054 | 1.892 | 2,359 
3, 221 684 2, 407 2, 

3, 167 4.123 2.147 1, 804 1, 674 

3, 016 3. 51 1,744 1.612 1, 582 
RE 1,761 | 3,289 | 3.057 | 1,609} 1,602) 1,306 |........ 
2, 184 3. 778 3. 384 1, 980 1,818 
2, 227 4, 095 3, 213 1, 856 1, 942 
1,941 | 3,689 2,500) 1,578 | 1,604] 1,240 
SE, --| 1,899 3, 351 2, 341 1, 606 1, 438 
EE 1, 642 3. 576 1, 940 1, 616 1, 284 Os 
November. 1,831 | 3.409] 2,240) 1,828] 1,418] 1,428 
1.941 | 3,489 2,229 1,674 | 1,412) 1,880 }........ 


Source: Department of Commerce, Bureau of the Census. 
REVISED BUDGET REQUEST 


Mr. Corron. Dr. Burns, to get back to the purpose of this com- 
mittee, will you review your specific answers on some of those items 
in your proposed budget that you have suggested carry a different 
figure now from what you had in mind when you made up the esti- 
mates and at this point in the record just insert another table, with 
the new figures? 

Mr. Burns. That is, what the budget would look like if I were 
making it out today? 

Mr. Corron. That is right. 

In other words, just for the information of the committee. 

Mr. Burns. Yes. 

(The information referred to follows :) 


Revised detail of budget request—01 Personal services 


Permanent : 

1 statistical clerk-typist ai 8, 415 


Allowance for overtime (roughly equivalent to one secretary, full- 


Regular pay in excess of 52 weeks...............------~------.-- 1, 000 
Total permanent (29) ae 250, 000 

Part time: Consultants (equivalent of 3 man-years) ~------------------ 33, 000 
Total personal services 273, 000 


FUNCTION OF THE COUNCIL 


Mr. Corron. I have one other question. On this matter of part- 
time consultants, I have been trying in my own mind for several 
years to get a good picture of the function of the Council of Economic 
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Advisers. In a sense, your group is like the radar chart on the bridge 
of a ship, that watches what is approaching in order that the captain 
of the ship can prepare for it; is that right ¢ 

Mr. Burns. That is correct. 

Mr. Corron. If the Federal Government is going to be able to take 
timely steps to take care of any deflation or inflation, contraction or 
expansion that is coming in the future, to stabilize the economy, you 
are the group that has to give the President and the Government due 
warning, to the best of your ability. Is that correct ? 

Mr. Burns. That is correct. 

Mr. Corron. When you are seeking to find experts in these different 
fields and to keep your fingers on the pulse, that is the purpose in 
reaching out for more advice; is that right ? 


TRAVEL EXPENSES 


Mr. Burns. Yes. And I therefore hope that you will not restrict 
the Council in its travel outlays. Those travel outlays are very closely 
controlled. But if you tie my hands on travel expenditures, I just 
cannot do my job properly. 

Mr. Corron. When you talk about travel outlays, Doctor, you are 
talking about funds with which to bring to you experts in various 
fields, from various parts of the country, that you feel you need; is 
that correct ? 

Mr. Burns. That is right. 

Mr. Corron. You are distinctly not talking about funds to pay the 
expenses of members of the Council of Economic Advisers or the staff 
to travel about the country to make speeches to Rotary clubs? 

Mr. Burns. I am not talking about the latter. 

Mr. Yates. Do I understand your reply to Mr. Cotton’s question 
— that this travel item applies only to consultants coming to visit 

ou! 

Mr. Burns. No. It applies also to some extent to travel by the 
Council members and the Council staff. 

Mr. Jonas. $9,000 of it is for the consultants. 

Mr. Yates. Is Mr. Jonas’ statement correct, that $9,000 of the $12,- 
000 suggested is for consultant travel and $3,000 is for Council travel ? 

Mr. Burns. That is the estimate submitted to this committee. But I 
hope you will not hold me to that figure too closely. I need a little lee- 
way to do my job. I need some elbowroom and I cannot estimate the 
magnitude of necessary travel with any precision. ‘There is no way of 
doing it. 

Mr. Corron. Doctor, I am a little concerned about the fact that 25 
ercent of your estimated requirements for travel are for the use of the 
ouncil’s staff in traveling. 

Do you mean use 25 percent of that in traveling about the 

country? For what purpose 

Mr. Jonas. He has a table showing what it is expended for. 

Mr. Burns. The actual travel by the Council members and staff 
for the first 7 months of this fiscal year is approximately $400. 

Mr. Corron. But your estimate for the next fiscal year is $3,000 ? 

Mr. Burns. The estimate for the next fiscal year is $3,000. That is 
a figure that I am simply unable to defend, Mr. Cotton. I do not know 
whether we will spend $1,000 or $3,000. 
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Mr. Corron. I am not so much interested in the figure as I am in- 
terested in getting into the record the purpose of the travel, so that we 
may have an idea of what it is for. I can understand clearly the 
bringing in of these experts. 

The purpose of this travel on the part of the Council’s staff is to go 
to various parts of the country to examine conditions there or what 
would be the purpose of your travel away from Washington ? 

Mr. Burns. The purpose would be to observe conditions, to meet 
with groups of business people, and to meet with economists. Mone 
has to be spent for those purposes, and the expenditures are and will 
remain very modest. None of this money has heen spent for travel to 
make speeches, or anything of that kind. 

Mr. Corron. Thank you, Doctor. It has been a very interesting 
hearing. 


Wepnespay, Fesruary 10, 1954. 
BUREAU OF THE BUDGET 


WITNESSES 


JOSEPH M. DODGE, DIRECTOR 
ROWLAND HUGHES, DEPUTY DIRECTOR 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Reimbursements from other accounts_-_...........-.----..---- 60, 130 15, 000 15, 000 
Total available for obligation -...............--....-...- 3, 521, 330 3, 427, 000 3, 405, 000 
Unobligated balarice estimated savings. —29, 190 
3, 492, 140 3, 405, 000 3, 405, 000 


Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 

2. Office of legislative reference. ____..._.........-.-----.------ 145, 404 166, 400 167, 900 

3. Office of management and organization.............-...-.-- 320, 707 335, 200 338, 800 

4. Office of statistical standards__.....................------.- 380, 022 333, 700 329, 700 
5. Program divisions: 

ond 343, 269 330, 500 328, 800 

¢) Labor and welfare. . 364, 962 350, 000 355, 300 

382, 662 406, 800 415, 600 

e) Resources and civil works. 347, 241 376, 000 384, 800 

3, 492, 140 3, 405, 000 3, 405, 000 
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Obligations by objects 


Object classification 


1953 actual | 1954 estimate | 1955 estimate 


Total number of permanent positions 
Full-time equivalent of all other positions... .._._______- 
Average number of all employees. 
Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 


Personal services: 
Permanent positions 
Other positions 
Regular pay in excess of 52-week base_____..._______- 
Payment above basic rates 


$3, 193, 976 | 
6, 782 | 
12, 283 | 
2, 344 | 


$3, 054, 050 
12, 000 

11, 800 

2, 550 


$3, 044, 650 
21, 000 


Total personal services 

‘Transportation of things 
Printing and reproduction 
Other contractual services 

Services performed by other agencies 
Supplies and materials 
Equipment 


3, 215, 385 
28, 719 


3, 080, 400 


Obligations incurred 


3, 492, 140 


Analysis of expenditures 


1953 actual 


1954 estimate | 1955 estimate 


Unliquidated obligations, start of 
Obligations incurred during the year 


$166, 405 
3, 492, 140 


$149, 313 
3, 405, 000 


$116, 400 
3, 405, 000 


Deduct: 


3, 658, 545 
7,187 

60, 130 
149, 313 


3, 554, 313 


3, 521, 400 


“15, 000 
116, 000 


‘Total expenditures 


Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations 


3, 441, 915 


3, 390, 400 


3, 294, 576 
147, 339 


131, 313 


3, 290, 400 
100, 000 


Mr. Puiurs. We have our friends, the Director of the Budget and 
the Deputy Director of the Budget, Mr. Dodge and Mr. 
respectively, to discuss a budget request, for fiscal year 1955, of 
$3,390,000 as compared to $3,412,000 for 1954. 

Mr. Dodge, do you have a statement you want to make? 


GENERAL STATEMENT 


ughes, 


Mr. Dopex. If you please, I have a brief statement I would like to 
make to the gentlemen of your committee. 
The appropriation request of the Bureau of the Budget for fiscal 


year 1955 is for $3,390,000. This is $22,000 less than the appropria- 
tion for the current fiscal year. This is also $22,000 less than the 
amount appropriated for 1951, to which level I reduced the revised 
request for 1954. 

he appropriation requested will support a total of 433 positions. 
This is 13 less than the number estimated for 1954, 52 less than 1953, 
82 less than 1952, and 101 less than 1951. The greatest reduction in 
the size of the staff of the Bureau during recent years has been made 


41872—54—pt. 1——68 


‘= 485 | 446 433 
- 1 | 1 2 
-| 464 | 429 | 427 

: $6, 979 | $7, 210 $7, 241 
GS8-10,2 | GS-10.5 GS-10.4 
| 11, 800 
| 2 
| 3, 080, 000 
02 | 53, 600 55, 000 
03 1, 802 2, 000 | 2, 000 
04 43, 281 42, 500 | 42, 000 
06 125, 836 150, 000 150, 000 
07 2, 662 3, 000 3, 000 
33, 350 38, 500 38, 000 
08 28, 024 25, 000 25, 000 
09 11, 114 8, 000 8, 000 
15 1, 967 2, 000 2, 000 
Adjustment in obligations of prior years. 

Unliquidated obligations, end of year__.._._____._.-_____- 116, 400 
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in the present (1954) fiscal year. It amounts to 39 positions. At the 
same time during this period from 1951 to 1955, the average Bureau 
salary has increased from $6,167 to $7,241, due largely to enacted 
salary increases and length-of-service increments (1951, $6,167; 1952, 
$6,770; 1953, $6,979; 1954, $7,210; and 1955, $7,241). The size of the 
staff has been reduced significantly in comparison with the 1951 level 
although the requested appropriation for 1955 is only $22,000 less than 
the 1951 figure. 

The recent reductions were made possible by adjustments which I 
have placed in effect throughout the Bureau’s staff structure to attain 
the best use of staff resources for the most essential work. A major 
adjustment was the abolition in September 1953 of the Bureau’s Field 
Service, including the closing of four field offices in Chicago, Dallas, 
Denver, and San Francisco. i 

In addition, the Bureau has withdrawn from activities financed by 
other agencies and not essential to the performance of its main func- 
tions. It has relinquished its part in the conduct of the interindustry 
economic research — financed from funds of the Department of 
the Air Force. The Bureau has also withdrawn from the foreign 
technical assistance activities related to advice to foreign officials or 
interns on study programs in public administration financed from 
funds of the Foreign Operations Administration, to which the staff 
employed in these activities was transferred. 

One of the things most important to me personally and of great 
benefit to the work of the Bureau of the Budget during the past year 
was the help given us in many ways by the Appropriations Com- 
mittees. In particular, the support furnished by them in providing 
me with a Deputy Director and two Assistant Directors has proved 
to be invaluable. I hope that the committees will continue to think 
that the Bureau’s performance merits the sympathetic cooperation 
they have shown us all along. 

I need not tell you that the demands of the last year have meant a 
long stretch of hard work for the Bureau and its staff. There was 
first the immediate job of scaling down the originally proposed 1954 
budget toward the level of economy to which the new administration 
stood committed. Then followed a period during which vigorous 
pressure had to be brought to bear continuously to reduce spending 
further in anticipation of tine shape of the first budget of the new 
administration. At the same time, we were in the midst of preparing 
the budget now before the Congress. This was a workload com- 
parable to ——— 2 budgets in 1 year. 

In doing it I had the gratifying experience of working with a staff 
that gave outstandingly faithful and efficient service. Although the 
demands on the Bureau were heavier than ever, we managed by care- 
ful adjustment in priorities and operations and a great deal of unpaid- 
for overtime to effect a substantial reduction in personnel. On the 
record I want to give tribute to the resourcefulness, the effort, and the 
devotion of the staff of the Bureau under these unusual circumstances. 

Also I will call to your attention something you may have noticed, 
but I want to be sure you do. Following the American tradition of 
constant improvements, we have made a number of them in the 1955 
budget. On page M-7, part I, of the budget message, we included 
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a new form of table under the title “Budget Totals,” which sum- 
marizes and compares the budgets of the fiscal years 1950 through 
1955, actual or estimated. It relates the new obligational authority 
created by the Congress to the budget receipts and expenditures and 
includes estimates of accumulated unspent balances at the end of 
each fiscal year. 

Adjustments were made in prior-year figures wherever necessary to 
make them conform with the 1955 treatment, so that the comparative 
tables are on a uniform basis. 

Part II of the budget has two significant clarifications. One has to 
do with the treatment of payments to the railroad retirement fund 
and the other to show gross as well as net transactions on various 
Government activities. The detailed explanation of them is found on 
pages M-26 and M-27. 

Also in part II, on page M-31, you will find a summary of the new 
obligational authority by agency. While this has appeared hereto- 
fore in the budget document, this is the first time it has been brought 
into the budget message. It is a form of summary required for con- 
gressional action and, also in the following congressional action, is 
more readily understood than the traditional grouping by function. 
There also is included a summary of expenditures by agency. 

In part I, on page M-11, there is reference to the principal non- 
discretionary program expenditures under existing laws and those that 
are more controllable by the budget process. This classification of 
budget expenditures is presented in further detail in part II on pages 
M-35 and M-37. On page M-37, these budgetary items are grouped 
and summarized in a table. 

This emphasizes a Federal budget problem which is too little under- 
stood and was first explained in the midyear review of the 1954 budget 
issued last August. 

Few understand or realize that the United States Government 
spends over $2 billion a year on scientific research and development, 
which is about one-thirtieth of the total expenditures. The cost is 
spread throughout the departments of the Government. On page 1156 
of the budget document there is a new appendix on this subject. 

The Budget in Brief, which is issued by the Bureau after the official 
budget has been presented to Congress, is now in the hands of the 
printer. In this, too, you will find substantial improvements which 
we hope will make the document more useful and informative to the 
Members of Congress and others interested in budgetary matters. 

You may be interested to know that the Bureau of the Budget has 
taken the following steps to review and improve its internal pro- 
cedures. 

1. The General Accounting Office has made an examination of the 
Bureau’s internal accounting. 

2. The GSA has made an examination of its property-accounting 

rocedures. 

3. The Civil Service Commission has made an examination of the 
areas in which schedule C transfers should be made, and to assist 
in the development of qualification standards for Bureau positions. 
In addition, it made an inspection of Bureau personnel operations. 

In the above cases exceptions have been corrected and appropriate 
recommendations have been installed. 
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4. Internal regulations under the new Personnel Security Execu- 
tive Order No. 10450 have been issued and informally cleared with 
the Attorney General’s office. 

5. New procedures are being installed to improve the security 
handling of classified documents. 

That is all I have to say of a formal manner. You have had 
submitted to you the usual justifications of estimates with accom- 
panying tables. 

Mr. Puuures. Thank you very much. 


SUMMARY OF BUDGET REQUEST 


Now we will insert pages ii and iii, and pages 1, 2, 4, 5, 6, 7, 8, 9, 
10, 11, 12, and 13, and the attachments through to the end of the 
book 


( The justifications are as follows:) 


1955 budget submission—Summary of personal services by office and division 


Increase(+) or de- 
Estimated, 1954 Estimated, 1955 over 
Total Total Total Total Total Total 
number salary number salary number salary 
34 $245, 390 34 
Legislative Reference... 24 161, 090 24 +1, 750 
Management and Organization. ___- 40 322, 505 40 +2, 675 
Statistical Standards___.._- es 42 315, 810 41 —2, 885 
Commerce and Finance-- esd 45 313, 415 45 —1, 385 
International... 29 208, 770 29 +1, 700 
Labor and Welfare. 45 334, 645 45 +4, 400 
M 49 385, 695 50 394, 130 +1 +8, 435 
Resources and Civil Works-_.-_....- 46 355, 740 47 364, 575 +1 +8, 835 
Office of the Director...-.-..-....--. 78 426, 338 78 432; 549 |.......... +6,211 
Total permanent.._......._._- 446 | 3,181, 218 433 | 3, 101,359 -13 —79, 859 
ee 18 127, 168 8 56, 709 +10 +70, 459 
Net permanent (average num- 
ber, net salary __.....-.._-.- 428 | 3,054,050 425 | 3,044, 650 -3 —9, 400 
Temporary employment. +100 
jar n excess 0 wee 
Total personal services... 3,080,400 |........-. 3, 080,000 —400) 
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GENERAL STATEMENT 


The appropriation request of the Bureau of the Budget for fiscal year 1955 is 
for $3,390,000, which is $22,000 less than the appropriation for the current fiscal 
year. This request is likewise $22,000 less than the amount appropriated for 
1951, to which level the revised request for 1954 was voluntarily reduced. The 
appropriation requested will support a total of 433 positions, which represents 
be less than the number estimated for 1954 and 101 less than the number shown 

or 1951. 

The following figures compare the request for 1955 with appropriations and 

positions for the last several years: 


Fiseal year Apprope 1a | Positions 


As the table indicates, the greatest reduction in the size of the staff of the 
Bureau has been made in the current fiscal year. The number of positions 
provided for in the appropriation requested for 1955 will be 52 fewer than in 
fiscal year 1953. 

These reductions are the result of adjustments made throughout the Bureau’s 
staff structure to attain the best use of staff resources for the most essential 
work. A major adjustment was the abolition of the Bureau’s field service, 
including the closing of four field offices in Chicago, Dallas, Denver, and San 
Francisco. Part of the resulting savings has been used to strengthen other 
activities of the Bureau. Provision has been made for budget examiners directly 
concerned with the costs of field activities of Federal agencies to obtain needed 
first-hand knowledge by field examination. 

In addition, the Bureau has withdrawn from activities financed by other agen- 
cies and not essential to the performance of its main functions. It has relin- 
quished its part in the conduct of the interindustry economic research project 
financed from funds of the Department of the Air Force. The Bureau has also 
withdrawn from the foreign technical assistance activities related to advice to 
foreign officials or interns on study programs in public administration financed 
from funds of the Foreign Operations Administration, to which the staff em- 
ployed in these activities was transferred. 

The organization of the Bureau is shown in the attached chart. Each of four 
offices (Budget Review, Legislative Reference, Management and Organization, 
and Statistical Standards) covers one of the major functional activities assigned 
to the Bureau by law. The Offices of Budget Review, Legislative Reference, and 
Management and Organization are responsible for establishing programs of work 
for the Bureau in their respective fields, and for providing direction and guidance 
to the five divisions in carrying out these programs. The Office of Statistical 
Standards is responsible for review and coordination of statistical programs of 
the Government. 

The five divisions carry out the Bureau’s budgetary, legislative analysis, and 
management and organization responsibilities in relation to the agencies of the 
executive branch, each division dealing with a group of agencies having related 
functions. These five divisions are Commerce and Finance, International, Labor 
and Welfare, Military, and Resources and Civil Works. 

The work of each office and division and of the Office of the Director is discussed 
separately in the succeeding pages in the order of the schedule of obligations by 
activities presented in the budget. 


OFFICE OF BUDGET REVIEW 


This Office develops budget procedures; prepares economic analyses and re- 
views; plans and schedules the estimates process; coordinates the review of 
annual and supplemental estimates; prepares the budget document and related 
documents; drafts the President’s budget message; maintains liaison with the 
Appropriations Committees, the Joint Committees on the Economic Report, and 
on Internal Revenue Taxation, and those executive agencies primarily concerned 
with economic and fiscal policy; and provides legal advice to the Bureau. 
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The Office performs such work in the field of fiscal and economic analysis as is 
er to relate pertinent information to the Bureau’s examination of budgetary 
questions. 

As a part of the complex technical job of planning, scheduling, and controlling 
the work involved in the preparation of the budget, the Office provides advice 
and specialized services in both budget preparation and execution, including 
preparation of materials for inclusion in the budget and for the President’s 
decisions on it. For instance, the Office this year has prepared tabulations 
showing budget figures on the basis of both gross and net expenditures, thus 
furnishing a better picture of the actual money being paid out and taken in by 
the Government. The Office also prepares special budgetary compilations includ- 
ing the budget in brief and the midyear review of the budget. 

In response to requests from Members of Congress and congressional commit- 
tees, the Office prepares special reports on the budget and analyses of budget 
expenditures. One of these special reports recently prepared upon congressional 
request was a statement describing the changes in the size and composition of the 
budget since 1900. 

In addition, continuing studies and projects are carried on under the leader- 
ship of the Office. An illustration is the user charges project. Many agencies 
provide services to special groups of the public. Title V of the Independent 
Offices Appropriation Act for 1952 (5 U.S. C. 140) has established the policy that 
services to special groups of the public be self-sustaining to the full extent possible 
and that fees for similar services rendered by different agencies be on a uniform 
basis if practicable. To put this policy into effect, the Office formulates specific 
guidelines for the executive branch. The first of several projected budget circu- 
lars on user charges has laid down policy standards in the field of licensing. 

Another function of the Office is improvement of the budget document, the 
methods of budget preparation and control, and the use of suitable standards for 
budgetary purposes. This is a continuing job of step-by-step improvement to 
make the budget document as well as the examining work of the Bureau as useful 
as possible to both the Congress and the President. 


OFFICE OF LEGISLATIVE REFERENCE 


This office coordinates the review by the Bureau of agency proposals for legis- 
lation, agency views on pending legislation and enrolled bills, and proposed 
Executive orders, proclamations, and other formal papers and documents; par- 
ticipates in the development of the President’s legislative program; informs 
congressional committees and Federal agencies about the relationship of proposed 
or pending legislation to the program of the President; makes recommendations 
to the President on legislative proposals and enrolled bills; and maintains liaison 
with the Congress and the White House and coordinates the preparation of 
testimony by Bureau officials on legislative matters. 

By requesting from each agency a preliminary proposed legislative program 
along with the annual budget submission, the Bureau makes it possible for the 
Director and the President to consider with the budget the financial and other 
relevant data for all such proposals. 

In accordance with procedure initiated by the President, individual proposals 
for new legislation are sent by the agencies to the Bureau prior to submission 
to the Congress so that: (1) These be analyzed for their budgetary implications 
and be referred to other interested agencies to prevent conflicting recommenda- 
tions, and (2) the President be placed in a position to determine the relationship 
of each proposal to his general program. The Bureau undertakes to eliminate 
ineonsistencies and conflicts between particular proposals, by such means as 
interagency conferences or by direct referral to the President. 

By similar delegation of authority from the President, the Bureau reviews and 
coordinates agency reports on pending legislation and furnishes advice on the 
relationship of the legislation to the program of the President. In doing so, 
the Bureau makes sure of a full expression of agency views to the Congress, 
accompanied by an indication of the advice received from the Bureau. When 
the time schedule of a congressional committee does not make this review possible, 
agencies are authorized to present their reports without prior submission to the 
Bureau. During the calendar year 1953, approximately 4,800 draft bills, con- 
gressional requests for Bureau views, and agency reports on pending legislation 
were received by the Bureau. 
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Again at the request of the President, enrolled bills are handled in a similar 
fashion. The Bureau supplies the President with the views of interested agencies, 
together with an analysis of the bill, including an estimate of its cost and its 
effect on the President’s program as well as any draft documents that may be 
required in carrying out the legislation in Executive action. 

The Office performs the same clearance function with respect to proposed 
Executive orders and proclamations. Upon instruction by the President, these 
a submitted to him through the Bureau for coordination within the executive 

ranch. 


OFFICE OF MANAGEMENT AND ORGANIZATION 


This Office assists the Director in the formulation and coordination of pro- 
grams and activities for improving the management and organization of the 
executive branch; develops proposals for solutions to problems of executive 
organization, organizational relationships among agencies, and organizational 
structure of new or changed Federal programs; conducts work to improve the 
Government’s organizational structure and Governmentwide management and 
service activities, such as personnel management and accounting; maintains 
liaison with the congressional committees concerned with these fields; and gives 
guidance and advice to the divisions in improving agency management and 
organization, 

At the request of the President, the Office develops and reviews reorganization 
plans and other proposals for placing governmental funtcions where they can 
be administered most economically. 

Ten reorganization plans were reviewed or developed by the Office for trans- 
mission to the 83d Congress in its first session. These dealt with the new De- 
partment of Health, Education, and Welfare, the Department of Agriculture, the 
Office of Defense Mobilization, the Department of Justice, the Export-Import 
Bank, the Department of Defense, the new Foreign Operations Administration, 
the new United States Information Agency, the Council of Economic Advisers, 
and payments to air carriers. All of these reorganization plans became effective 
by congressional action. 

Bureau activities in this field include cooperation with the President’s Ad- 
visory Committee on Government Organization (Rockefeller committee) and 
assistance to the Commission on Organization of the Executive Branch of the 
Government. 

As part of its continuing responsibility for improving and simplifying pro- 
cedures which are used by all or most Government agencies, the Bureau partici- 
pates with the General Accounting Office and the Treasury Department in the 
joint accounting program. Stressed by the Budget and Accounting Procedures 
Act of 1950, this work has resulted in better accounting procedures throughout 
the Government, improved agency budget structure, and more effective account- 
ing support for the estimates. 

Other Governmentwide procedures which require continuing attention on the 
part of the Bureau include those dealing with development and approval of 
standard and optional forms, travel regulations, and transportation of families 
and household goods of Federal employees. 

In cooperation with the Civil Service Commission and other agencies, the 
Office is responsible for the Bureau’s part in improving Federal personnel man- 
agement. Recommendations are developed on basic problems, usually having 
Governmentwide and budgetary implications, with the aim of increasing efli- 
ciency and reducing costs. Many of these problems have their origin in the 
existence in the Government of different systems of personnel administration, 
pay, and retirement, including those for employees under civil service, ungraded 
workers, and various groups of employees exempted from the civil service. 

By statutory designation, the Bureau provides direction in the utilization of 
the appropriation recently made to the President for the purpose of improving 
management in the executive branch. The Office provides erie of proposed 
projects and supervision over their execution. 


OFFICE OF STATISTICAL STANDARDS 


This Office exercises the Bureau’s functions with respect to coordination and 
improvement of the Government’s statistical activities; eliminates duplication 
in the collection of information and minimizes reporting burdens on the public 
by review and clearance of statistical forms and questionnaires proposed by 
Federal agencies; develops and applies improved statistical techniques and 
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standard definitions and classifications; maintains surveillance over the publi- 
eation of statistical data from the standpoint of national security ; and serves as 
the focal point for United States participation in the statistical activities of 
international organizations. 

The largest part of the work of the Office goes into continuing review of agency 
statistical activities to attain a reliable and useful governmental statistical 
system at minimum cost. The Bureau does not collect, compile, or publish 
statistics. 

The Federal Reports Act of 1942 provides that each agency, with specified 
exceptions, must obtain the Bureau’s approval for any questionnaire or other 
requests for information to be sent to 10 or more respondents. The number of 
such requests requiring review is at present about 2,700 a year. Every new 
reporting plan or questionnaire is examined to make sure that the information 
it would obtain is necessary; that the form is as simple as possible and con- 
forms to business record-keeping practices ; that it is sent to the smallest possible 
number of respondents; and that it is collected no more frequently than neces- 
sary. The Office receives valuable assistance in this examination from the 
Advisory Council on Federal Reports, which represents and is financed by seven 
national business organizations. 

The Office also works to improve statistical techniques and procedures, includ- 
ing standard definitions and classifications, to increase the comparability of 
statistical data and to reduce ambiguity or inconsistency between statistical 
series of different agencies. In addition, the Office concerns itself with modern 
sampling methods to improve the quality, increase the speed, and decrease the 
costs of statistical and administrative processes. The Office has helped to im- 
prove the methods used in such operations as customs inspection, cost ascertain- 
ment in postal operations, and the development of cost and revenue information 
for the review of carge rate structures. 

By direction of the President, the Bureau reviews the release of statistical 
data by Federal agencies to determine the need for restrictions in the interest 
of national security. In this activity, the Office is aided by a committee repre- 
senting the security and intelligence activities of the Government. 

With respect to United States participation in international statistical activi- 
ties, the Office clears requests from international organizations for statistical 
data to be supplied by Government agencies under Executive Order No. 10033 of 
February 8, 1947. It also represents the United States on statistical advisory 
bodies to international organizations. 


DIVISIONS 


Each of the five divisions deals with a broad segment of the Government’s 
activities, bringing the Bureau’s budgetary, fiscal, and management responsibili- 
ties to bear upon the agencies that fall within that segment. The divisions 
review agency program and budget requests; develop recommendations on the 
budget; assist the Director in the control and review of the execution of the 
budget ; analyze proposed legislation and Executive orders; stimulate and assist 
the agencies in the improvement of management and organization: work on 
special projects involving long-range budgetary and organizational improvement. 
generally in cooperation with one of the offices; and propose improvements in the 
coordination of agency programs. 

The five divisions and the agencies with which they deal are as follows: 

- (a) Commerce and Finance Division.—This Division is responsible for exami- 
nation of budget requests, programs, and operating methods of some 30 agencies, 
including the Department of Commerce, the Department of the Treasury. the 
Post Office Department, the Department of Justice, the Housing and Home 
Finance Agency, the General Services Administration, the Office of Defense 
Mobilization, and regulatory agencies such as the Civil Aeronautics Board, the 
Federal Communications Commission, the Federal Trade Commission, the Inter- 
state Commerce Commission, and the Securities and Exchange Commission. The 
Division also gives attention to broader functional fields, including internal secu- 
rity, expansion of strategic productive capacity, and Federal credit programs. 

(b) International Division—This Division is responsible for examination of 
budget requests, programs, and operating methods of the Denartment of State, 
the Foreign Operations Administration, the United States Information Agency, 
the National Security Council, the Export-Import Bank, the Tariff Commission. 
and other related agencies. The Division also gives attention to international 
aspects of national security policy and programs as well as foreign military aid 
and to United States participation in international agencies. 


\ 
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(c) Labor and Welfare Division.—This Division is responsible for examination 
of budget requests, programs, and operating methods of some 20 agencies, includ- 
ing the Department of Labor, the Department of Health, Education, and Welfare, 
the Veterans’ Administration, the Civil Service Commission, the National Science 
Foundation, the Selective Service System, the Federal Civil Defense Administra- 
tion, the Federal Mediation and Conciliation Service, the National Labor Rela- 
tions Board, and the Railroad Retirement Board, together with the hospital pro- 
grams of other agencies. The Division also gives attention to general coordina- 
tion and review of the entire Federal hospital system. 

(d) Military Division.—This Division is responsible for examination of budget 
requests, programs, and operating methods of the Department of Defense, includ- 
ing the Departments of the Army, Navy, and Air Force, the Atomic Energy Com- 
mission, the National Advisory Committee for Aeronautics, and other related 
agencies. The Division also gives attention to the procurement and production 
programs of the Department of Defense carrried out with funds allocated for 
purposes of mutual security. 

(e) Resources and Civil Works Division.—This Division is responsible for 
examination of budget requests, programs, and operating methods of the Depart- 
ment of Agriculture, the Department of the Interior, the civil functions of the 

Jorps of Engineers, the Federal Power Commission, the Tennessee Valley Author- 

ity, and other related agencies. A substantial part of the Division’s work goes 
into the financial and engineering review of public works project reports sub- 
mitted by the Federal agencies. The Division also gives attention to the plan- 
ning and execution of a governmentwide surveying and mapping program and 
the analysis of special problems affecting electric energy and the stockpiling of 
strategic and critical materials. 


OFFICE OF THE DIRECTOR 


Leadership, direction, and coordination of the work of the Bureau are provided 
by the Director assisted by the Deputy Director and the two Assistant Directors. 
The Office of the Director also furnishes central management and service activi- 
ties, including security, budget and fiscal work, personnel administration, and 
administrative services (such as supplies, duplicating, graphics, records, and 
library activities) ; and handles Bureau relations with the press and the public. 


Obligations by objects 


Increase (+) 
Summary of funds available or de- 
crease (—) 

3, 080, 400 3, 080, 000 
53, 600 55, 000 +1, 400 
04 Communication services. 42, 000 42, 500 —600 
06 Printing and reproduction 000 
07 Other contractual services. __- 500 
08 Supplies and materials 000 
09 Equipment 000 
15 Taxes and assessments 000 

Deduct estimated reimbursements. 

Appropriation or estimate 


Personal services (01), $3,080,000.—The funds requested by the Bureau for 
fiscal year 1955 will be sufficient to support 483 permanent positions, which is 13 
less than estimated for 1954. Estimated man-years of employment are reduced 
from 429 in 1954 to 427 in 1955. Details on personnel assignments are set forth 
in attachments B through M. 

Travel (02), $55,000.—This estimate, which is $1,400 higher than the amount 
planned for travel in 1954, is to provide for adequate study of agency activities 
outside Washington by budget examiners responsible for review of agency budget 
proposals. 


1079 


Transportation of things (03), $2,000—This covers cost of shipments of sup- 
plies and materials and costs of moving household goods. 

Communication services (04), $42,000.—Most of this is for rental of switch- 
board and telephone equipment (not including salaries for operators reported 
under 07) and for local telephone service. A small portion is for telephone 
toll charges, telegraph services, and penalty mail. 

Printing and reproduction (06), $150,000.—This covers work done for the 
Bureau by the Government Printing Office. Approximately $145,000 is for the 
cost of printing the budget document and related materials, including summary 
charts and The Budget in Brief. The remainder is required for other printing, 
printed forms and binding, and duplicating work which cannot be handled by 
the Bureau’s small duplicating unit. 

Other contractual services (07), $41,000.—This covers the Bureau’s share of 
salaries for operating a joint telephone switchboard, repairs to equipment, per- 
sonnel security investigations conducted by the Civil Service Commission, re- 
imbursements to the General Services Administration for furnishing miscellane- 
ous services, and reimbursements to the Public Health Service for the Bureau's 
share of maintaining a health room for employees of the Executive Office 
Building. 

Supplies and materials (08), $25,.000.—This is for purchases of office supplies 
and additional work materials such as bills, reports, and enacted legislation. 

Equipment (09), $8,000.—This covers office equipment, including adding ma- 
chines and calculators, and accessions to the library. 

Tazes and assessments (15), $2,000.—This is for the Bureau’s share of social- 
security costs for those of its employees who are under the social-security 
system. 
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AUTHORITIES 


The basic responsibilities of the Bureau of the Budget are defined in the 
following laws and Executive orders here listed chronologically. 

Budget and Accounting Act of 1921, which established the Bureau as a staff 
arm of the President to help him in the preparation of the annual budget and 
any supplemental or deficiency estimates, and by conducting administrative 
studies to promote economy and efficiency in the executive branch. As part of 
the budgetary function under this act, the Bureau reviews for the President 
agency recommendations for or on legislation, a procedure initiated in 1921 ab 
the suggestion of the chairman of the House Appropriations Committee. 

Congressional resolution of May 11, 1922, which requires approval of the 
Director for the printing of periodicals from appropriated funds. 

Federal Reports Act of 1942, which requires the Director to coordinate Federal 
reporting and statistical services in order to eliminate duplication, reduce the 
cost of such services, and minimize the burden on the public of furnishing 
information to Federal agencies. 

Government Corporation Control Act of 1945, which extends the budgetary 
functions of the Bureau to wholly owned Government corporations. 

Classification Act of 1949 (title X), which requires the Director (a) to issue 
and administer regulations under which each agency makes systematie reviews 
of its operations on a continuing basis, and (b) to issue regulations for, and re- 
view the administration of, agency awards systems to give additional incentives 
for improving the efficiency and economy of Government operations. 

Travel Expense Act of 1949, which assigned to the Director regulatory funec- 
tions with respect to travel allowances. 

Budget and Accounting Procedures Act of 1950, which amplified the Budget 
and Accounting Act by clarifying the Bureau's responsibilities, especially in the 
fields of administrative analysis and integration of statistcal work, and by 
providing for a continuous program for the improvement of accounting and 
financial reporting throughout the Government. 

Section 3679 of the Revised Statutes, as amended, which prescribes procedures 
by which the Director apportions appropriations, provides for agency systems 
of administrative control of funds to be approved by him, and authorizes 
budgetary reserves. Authority to make such apportionments formerly rested 
on Executive Order No. 6166 of June 10, 1933. 

Reorganization Plan I of 1939, which made the Bureau part of the Executive 
Office of the President and transferred to the Bureau the functions of the 
Central Statistical Board and the Central Statistical Committee. 

Executive Order No. 6247 of August 10, 1933, later Executive Order No. 7298 
of February 18, 1936, and now Executive Order No. 10006 of October 9, 1948, which 
provides for Bureau clearance for the President of Executive orders and procla- 
mations. 

Executive Order No. 8248 of September 8, 1939, which specified the Bureau’s 
functions as part of the Executive Office of the President. 

Executive Order No. 9094 of March 10, 1942, which charged the Bureau with 
coordination and planning of Federal mapping and chart-making activities. 

Executive Order No. 9384 of October 4, 1943, which provides for review of 
Federal public works and improvement projects, and preparation of long-range 
plans for such projects. 

dxecutive Order No. 10033 of February 8, 1949, which requires the Director's 
approval for responses by Federal agencies to statistical inquiries from inter- 
governmental organizations. 

Executive Order No. 10072 of July 29, 1949, which provides for continuing 
action to improve the management of the executive branch, and requires the 
Director to assist agencies in planning such programs and to review their efforts. 

Executive Order No. 10253 of June 11, 1951, which under the Budget and 
Accounting Procedures Act gave the Director specific authority to develop pro- 
grams and issue regulations for the improvement of Federal statistical activities. 


ORGANIZATION OF THE BUREAU OF THE BUDGET 


Mr. Puuutrs. This suggests several things to me, in looking it over. 
First of all, just as a matter of curiosity, how did you come to make 
our accounting heads like “Commerce and Finance,” “Labor and 
elfare,” “Military,” “Resources and Civil Works”? Do they cor- 
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respond to functions in the Government and are set up because they 
are of sufficient size to separate them from other parts of your 
organization ¢ 

Mr. Doves. The purpose of that was to divide the operations in 
fundamental categories and then to assign the departments and 
agencies in those categories to these various divisions. 

Mr. Puituirs. Was that supposed to be comprehensive or were 
these only the larger ones? 

Mr. Doper. They include everything. 

Mr. Pures. “Management and Organization,’ for example, is 
an item of $325,180 for next year. What does that represent? 

Mr. Dover. That is covered on pages 7, 8, and 9 of the text. They 
have principal responsibility for the organization and management 
problems with which we are charged. They process all of the Gov- 
ernment reorganization plans, prepare all of the documents and 
papers. coordinate all of the testimony and other matters connected 
with Government reorganization plans, such as were submitted last 

ear and will be submitted this year. At the same time, they assist 
in internal agency organization and reorganization projects. 

The divisions cover the budget work that deals with the agencies, 
and the offices deal with governmentwide subjects. 


DUPLICATION OF FUNCTIONS IN GOVERNMENT AGENCIES 


Mr. Puruutrs. For example, take the Veterans’ Administration. 
The Veterans’ Administration shows 37 employees devoted to office 
methods and 1,604 people devoted to the office-management service, 
and the 37 people are doing the think work; they are just thinking 
up ways to operate the agency more effectively, we hope. The 1,604 
are broken down into numerous activities which might be classified 
as carrying out management service, which is a general statement on 
my part which I might not be able to confirm as to accuracy. We 
notice that most agencies have some sort of management and organi- 
zation service, onl this committee is beginning to be a little bit dis- 
turbed about things that are taking place in several agencies that 
seem to us to be duplicating functions, but we will only have one of 
the agencies come before us. 

Yesterday we had evidence of considerable duplication in the com- 
munications service between agencies, but the only agency we had be- 
fore us was the Veterans’ Administration. A few days before that, 
we had a very material duplication in something else between 
agencies—small business—and only had one of the agencies. Cancer 
research apparently is being done all over the Government right now. 

What I had in mind was the Small Business Administration with 97 
employees presently engaged in advising small business how to operate, 
the advice coming from people who have been taken from the civil- 
service eligibility list. At the same time, the Department of Com- 
merce has people engaged, by my own personal investigation, in the 
same activity. Now we learn that the Department of Defense has a 
great many people engaged in this matter of contacting and advising 
small business with which it deals how to operate their business. 

I was wondering if we were finding a duplication here in some budget 
items between some things that are done in other agencies. I think our 


| 
& 
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conclusion would be that probably you should do it rather than the 
others. Do you see the point I am getting at? 

Mr. Doner. I see the point. 

Mr. Puriuips. Since we have only the one agency before this subeom- 
mittee, we cannot determine whether there is duplication. I have not 
talked to Mr. Taber about it. As yet there is no coordination by which 
we —— together and find out who should do it. Maybe that is 
your job. 

Mr. Doner. Our function is to some extent limited in that we repre- 
sent the Executive Office in the general supervision and coordination 
of those activities, and that function is somewhat different from the 
one you would have in a large agency where they have to have manage- 
ment planning and control within the agency itself. 

We are in the process of developing an Executive order, which I 
believe will be issued, tightening up this process with respect to indi- 
vidual departments and agencies in the direction of Pp rok | that 
any internal reorganizations proposed by them will be cleared with 
the Bureau of the Budget before being instituted. The men in the 
Bureau have had long experience in this particular problem of the 
Government as a whole and in the departments, and they are aware 
of certain technical and practical difficulties that are not always ap- 
— to the agency people when they start on a ne of that kind. 

ut our nucleus of 40 people is relatively a small one for the type of 
operation we have to conduct, which cuts across the whole Government. 


NUMBER OF EMPLOYEES 


Mr. Putuiies. You are asking for 425 people next year? 

Mr. Dopver. That is right. 

Mr. Putiurrs. As compared with 428 for this year. The table on 
page 1 does not compare with the table on page ii. You show 425 for 
1955, and on page 1 you show 433 for 1955. 

Mr. Dover. No. Less lapses, it is 425. 

Mr. Puiuirs. Then you have reduced to 433 for 1955 from 446 for 
1954, 485 for 1953, 515 for 1952, and 534 for 1951. If I just took the 
comparative results, the fewer employees we give you, the less money 
the Government spends and also the Budget Bureau. Can we con- 
clude from that, if we reduce this still further, we can get the budget 
back in the black more quickly ? 

Mr. Dover. You tend in this kind of operation to reach the point 
of diminishing returns. 

Mr. Hvueues. Besides, if you go back in the earlier years, that is not 
always so. 


REIMBURSEMENTS AND ADVANCES RECEIVED 


Mr. Puiures. On page iii there is a table showing your reimburse- 
ments and advances. Will you give us some idea what those will be for 
1955 ; 

Mr. Doner. 1955 is estimated in column 8. 

Mr. Only $15,000? 

Mr. Doper. That is right. That is due largely to our elimination 
of those items shown in column 4. 
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Mr. Putters. The only reimbursement you expect for next year 
will be for services for the Council of Economic Advisers, and when 
you loan personnel to other agencies and get paid for it ¢ 

Mr. Dover. That is right. 

Mr. Jonas. I have no questions, but I would like to make a comment 
and ask Mr. Dodge to say anything he would like to say about it. 

We had an agency in here the other day with 234 total positions, 
and they had 12 grade 18’s and 10 grade 17’s. One member of the 
committee commented about its being a plush outfit. I do not believe 
your office has that many grade 18’s. Do you know what your total 
is? 

Mr. Doper. I think we have only two. And I might add, without 
discussing the individual agency, that this problem of having a sufli- 
cient number and proper distribution of the higher grades is a serious 
one and one on which the Civil Service Commission expects to make 
a general recommendation. 

Mr. Jonas. Would it offend the Bureau of the Budget if we did 
a little red-ink work on some of those agencies? 

Mr. Doper. I never have been offended, sir. 


TRAVEL EXPENSE 


Mr. Puturres. You have quite an increase in travel. It is not pro- 
portionately very large; it is about 3 percent. But if you are reducing 
the number of people, why do you need an increase in your travel 
allowance? 

Mr. Dover. Primarily because of the abolition of four field offices. 
The principle lying behind that was that these people were largely 
separated from the main office; they were not clearly informed and 
up to date on everything that took place at the main office in connec- 
tion with those agencies, and I thought it would be a better program 
and a better operation to eliminate those offices, strengthen the staff 
at the main office, and allow sufficient travel so that we could send 
out men who were actually dealing with the agencies and knew the 
complications involved to make investigations where necessary. 

Mr. Hueues. I count two GS—18’s in the list. 


ORGANIZATIONAL CHART 


Mr. Tuomas. Mr. Dodge, you have given this information in your 
justification in about 6 or 8 sheets, but I think it would be helpful 
if you would take your organization chart and put that information 
on it that you have put back here in your looseleaf sheets; namely, 
break it down by the grade and number of employees in each position. 

For instance, start with your own office and say 1 at grade 18, 
2 at grade 15, and the salaries. 

Mr. Hucues. The number and the salaries? 

Mr. Tuomas. That is right. 

Mr. Dover. The number of grades, you mean? 

Mr. Hucues. No. Mr. Thomas means the total for each grade. 

Mr. Tuomas. If you have 1 grade 18, put 1 grade 18 and the salary; 
if you have 3 grade 16’s, put 3 grade 16’s and the salary, and put it 
on 1 sheet so it will give the total personnel activities by divisions 
or offices. 
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Mr. Dopar. We will be glad to do that. 

(The information requested was filed with the committee.) 

Mr. THomas. I think the record shows the Director has done a good 
job. While we fuss at him a little bit on the question the Chairman 
raised awhile ago, the question of staffing, these agencies of the Gov- 
ernment are going to do just what you make them do, no more, and 
you can bet your bottom dollar they are going to do no less. We can 

through here and do a whole lot of trimming and cutting, and we do, 

ut you s a little over there; you do not take it all and we do not take 
it all. But we will go 50-50 with you. 

(Discussion off the record.) 


RECRUITING PROGRAM OF THE ARMED SERVICES 


Mr. Anprews. Mr. Dodge, do you look over the military budgets? 

Mr. Doper. Yes, sir. 

Mr. Anprews. We are told that the services spend about $40 million 
a year on recruiting services and that, as a matter of fact, there is not 
any need for recruiting services; second, there is a great deal of dupli- 
cation and overlapping. For instance, in one city you have separate 
offices for the Army recruiting people, the Navy, the Marine Corps, 
the Air Force, and I think the estimate given us of what was spent 
for recruiting services ran $40 million. 

Mr. Pures. Plus automobile service. 

Mr. Anprews. Yes; plus automobiles and the other things. 

(Discussion off the record.) 


EMERGENCY FUND FOR THE PRESIDENT 
Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 
Appropriation or estimate ..................-.---------------- $250, 000 $300, 000 $750, 000 
Prior year balance 1, 000, 000 
Total available for obligation -__._.......-...-.- eeciie ue 1, 250, 856 744, 134 750, 000 

Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 

ALLOCATION TO EXECUTIVA OFFICE OF THE PRESIDENT 

Average number of all employees. 40 
01 Personal services: Positions other than $225, 068 
06 Printing and reproduction 55, 447 
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Obligations by objects—Continued 


Object classification 


1953 actual | 1954 estimate 


1955 estimate 


ALLOCATION TO GENERAL SERVICES ADMINISTRATION 
Average number of all employees 


Personal services: Positions other than permanent 
Travel 
Transportation of things. 


Rents and utility services. 
Printing and reproduction 
Other contractual services 
Supplies and materials 
Equipment 

Lands and structures 

Taxes and assessments 


Obligations incurred 
ALLOCATION TO DEPARTMENT OF JUSTICE 
07 Other contractual services 
ALLOCATION TO DEPARTMENT OF STATE 
Average number of all employees 


01 Personal services: Positions other than permanent 
15 Taxes and assessments 


Obligations incurred 
ALLOCATION TO FEDERAL COAL MINE SAFETY BOARD OF REVIEW 
Average number of all employees 


Personal services: Positions other than permanent 
Communication services 

Printing and reproduction 

Other contractual services 

Supplies and materials 

Equipment 

Taxes and assessments 


Obligations incurred 
ALLOCATION TO NATIONAL MEDIATION BOARD 
Average number of all employees 


01 Personal services: Positions other than permanent. 


ALLOCATION TO NATIONAL SECURITY TRAINING COMMISSION 
Average number of all employees 


& Personal services: Positions other than permanent 


ALLOCATION TO COMMITTEE ON RETIREMENT POLICY FOR 
FEDERAL PERSONNEL 


Transportation of things 
Communication services... 
Rents and utility services 
Printing and rerroduction 
Other contractual services 
Suprlies and materials 
Equinment 

Taxes and assessments 


Obligations incurred 


27 


$181, 503 
4 


1, 342 


327, 676 


$7, 461 
89 


7, 550 


2 


$18, 987 


a 
—— 
Average number of all 
01 Personal services: Positions other than 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
SUMMARY 
Average number of all employees. 76 


01 Personal services: Positions other than permanent... 
Transportation of things_- 
Communication 
Rents and utility services_.._.._.................--- 
Printing and reproduction. and 
Supplies and iad 

Lands and structures... 

5 Taxes and assessments _________- 

Reserved for future allocations. 
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Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year.....................--- $199, 682 $76, 027 $70, 000 
Obligations incurred during the year.......:-.........------ 806, 722 744, 134 750, 000 
1, 006, 404 820, 161 820, 000 
Deduct: 

Unliquidated obligations, en of year__.._._-__._.-_._-- 76,027 70, 000 70, 000 
919, 550 750, 161 750, 000 

Expenditures are distributed as follows: = 
Out of current authorizations. ..................-....--.-- 752, 952 675, 161 680, 000 
Out of prior authorisatiobs....1........)..---.-......--.- 166, 598 75, 000 70, 000 


Mr. Puitiies. Mr. Dodge, you want some money for the emergency 
fund for the President. You had $738,000 last year, of which we gave 
ou $300,000 in new money and the rest was left over from the preced- 
ing year. You show an unobligated balance at the beginning of the 
current calendar year of approximately $624,000. Has anybody pro- 
jected that forward to June 30 of the current year ? 

Mr. No. 

Mr. Putiires. What do you have left over? 

Mr. Dover. We have no apparent allocations at the minute to be 
made from the fund. 

Mr. Pututes. In other words, instead of giving you $750,000 new 
cash money, we might give you $150,000 cash and what you have left 
over—something like that ? 

Mr. Dover. It would be $125,460.07 new appropriation and a re- 
appropriation of $624,539.93. 

Mr. Puturrs. We will insert this statement. 

(The statement follows :) 


STATEMENT ON ESTIMATE FOR 1955 EMERGENCY FUND FOR THE PRESIDENT, 
NATIONAL DEFENSE 


A request for an appropriation of $750,000 has been made for the emergency 
fund for the President, national defense, Executive Office of the President, for 
the fiscal year 1955. This request is made to furnish the President with funds 
necessary to meet emergencies affecting the national interest, security, or defense 
which may arise at home or abroad during the forthcoming fiscal year. 


$477,819 006/000 
62, 999 14,0004... 
630, 134 $750, 000 
a 
: 
| 


We believe $750,000 is the minimum amount which should be provided for 
the President if he is to be able to take prompt action regarding sudden emer- 
gencies and unforeseen problems affecting the national interest, security, or 
F defense which do not come within the authorized program of any one of the 
Government agencies. 


I wish to stress that I am speaking now only of emergencies and unforeseen 
{ problems. While it is difficult to measure possible emergencies which may occur, 
- I am sure you will agree that adequate funds should be available to the President 
; to enable him to deal swiftly and effectively with such emergencies if and when 
they do arise. 


For fiscal year 1954, approximately $738,000 has been available for allocation 
: from this fund. Of this, $800,000 was appropriated and the remainder comes 
fe from the unobligated balance in the fund as of June 30, 1953, which was reappro- 
priated by the First Independent Offices Appropriation Act, 1954. So for this 
year allocations from this fund have been limited to $114,000, leaving a balance 
: for the remainder of the fiscal year of $624,000. 
a As I told you last year, we did not intend to use the fund for purposes which 
1 have been criticized in the past, and there would, of course, be turned back 
j whatever is left. 
4 The following table shows the allocations made to date (February 8, 1954) 
from the fiscal year 1954 appropriation for emergency fund for the President, 


« national defense. 
Emergency fund for the President, national defense 
i Appropriated in First Independent Offices Appropriation Act, 1954_ $300, 000. 00 
} Unobligated balance in fund as of June 80, 1953, reappropriated 
by First Independent Offices Appropriation Act, 1954___.._____ 438, 539. 93 , 
: ‘Total available for allocation in fiscal year 1954__..______ 738, 539. 93 
f Allocations during fiscal year 1954: 
National Security Training Commission (Oct. 20, 
National Mediation Board (Oct. 30, 1953) 85, 000 
3 Office of Detense Mobilization for President's Ad- 
visory Committee on Government Organization, 
Total allecations as of Dec, 24, 1963..................... 114, 000. 00 
g Unallocated balance available as of Dec. 24, 1953_______ 624, 539. 93 
Mr. Puiuurrs. You have stayed pretty well within the meaning 
of the emergency fund, I would say. 
Mr. Doper. You will recall, Mr. Chairman, when I was here last 
4 year I made the statement that we did not intend to use the fund for 
‘ pees which had been criticized in the past. 
r. This committee commends you. 
t Mr. Doner. It has not been easy always to see that that was done. 
4 EXPENSES OF MANAGEMENT IMPROVEMENT 
; Amounts available for obligation 
| 1953 actual 1955 estimate 
Prior year balance available 100, 000 
Total available for obligation. 500, 000 500, 000 
4 Balance available in subsequent 100,000 
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Obligations by activities 
Assistance to the President in improving the management of executive agencies: 


Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
ALLOCATION TO THE BUREAU OF THE BUDGET 
ALLOCATION TO FEDERAL TRADE COMMISSION 
SUMMARY 
400, 000 500, 000 
Analysis of expenditures 

1953 actual | 1954 estimate | 1955 estimate 
Unibauidated obligations, start of 5. $225, 000 
Obligations incurred during the year......................-...-]-------------- $400, 000 500, 000 
pinddbibndwoed 400, 000 725, 000 
Deduct unliquidated obligations, end of year..............-...|-------------- 225, 000 275, 000 

Expenditures are distributed as follows: 
Out of current authorizations. -...................-. ..---- Gain 175, 000 200, 000 


Mr. Putures. Now we have one that is not quite as easy—“*Ex- 
penses of management improvement.” 

We will insert at this point in the record the justifications in support 
of the request for $400,000. 


EXPENSES OF MANAGEMENT IMPROVEMENT—BUDGET ESTIMATE FOR APPROPRIATION 
For Figscat YEAR 1955 


For expenses necessary to assist the President in improving the management 
of executive agencics and in obtaining greater economy and efficiency through 
the establishment of more efficient business methods in Government operations, 
including services as authorized by section 15 of the Act of August 2, 1946 
(5 U.S. C. 55a), at rates for individuals not to exceed $50 per diem, by allocation 
to any agency or office in the executive branch for the conduct, under the general 
direction of the Bureau of the Budget, of examinations and appraisals of, and 
the development and installation of improvements in, the organization and op- 
erations of such ayency or of other agencies in the executive branch, $400,000, 
to remain available until exrpendcd, and which shall be available without regard 
to the ~gengeen of subsection (c) of section 3679 of the Revised Statutes, as 
amended, 


STATEMENT OF JUSTIFICATION 


A supplemental appropriation for fiscal year 1954 in the amount of $500,000, 
available until expended, was ma‘le last year by the Congress in order to provide 
the President with funds for the examination of organization and management 
problems in the executive branch, and for other actions to improve the manage- 
ment of executive agencies and obtain greater economy and efficiency in Gov- 
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ernment operations. This request for an appropriation of $400,000 for fiscal 
year 1955 is to replenish those funds made available to the President for those 
purposes. It is expected that allocations from the appropriation for fiscal year 
1954 in approximately the amount of $400,000 will be made by the end of this 
fiscal year, and restoration of the unallocated funds to approximately the original 
level is necessary to continue these activities during the next fiscal year. 

When the initial appropriation for financing management improvement proj- 
ects was requested last year, it was recognized that the President should not 
be in a position that lack of funds would prevent him from taking prompt action 
to initiate solutions to management problems or to effect administrative im- 
provements in the operations of the executive branch. It was also recognized 
that a continuing source of funds for these purposes is necessary and desirable, 
and that additional appropriations would be requested in subsequent fiscal years. 
On this point, the Independent Offices Subcommittee of the House Appropriations 
Committee reported that consideration would be given to the provision of ad- 
ditional funds at the next session of the Congress, if necessary, at which time 
the committee proposed to review progress being made in connection with the 
program, This is the first such subsequent estimate to restore the funds available 
to the President to the level originally appropriated by the Congress. 

This appropriation will assist the President in conducting the affairs of the 
Government in the most businesslike manner possible. It will be used for the 
examination and evaluation of the effectiveness of agency organization and man- 
agement; the study of problems that inhibit the effective administration of Gov- 
ernment programs; and the development and installation of administrative im- 
provements that will produce savings, bring about a higher quality in services 
rendered to the public, and result in simplified and more effective procedures for 
directing the programs of the Government. 

Projects to which allocations are made must have as their objectives (a) 
improved service to the public at minimum cost, (0) definite economy and greater 
efficiency in agency operations, or (c) significant improvement in the President’s 
capacity to manage the executive branch. 

Prior to the approval of a project, the Director of the Bureau of the Budget, 
acting for the President, requires assurance that the project: 

(1) Cannot be financed by means other than the management improve- 
ment appropriation ; 

(2) Will produce definite and identifiable savings or other concrete and 
measurable results ; 

(3) Is of such nature that the agency or agencies involved can provide 
effective supervision of the project; and 

(4) Will include the development of recommendations in such form that 
they can and will be implemented by the cooperation of the agency manage- 
ment, preferably during the course of the project. 

The appropriation language permits projects to be performed either by em- 
ployment of temporary employees or consultants, by other Government per- 
sonnell on detail, or by use of outside management engineering firms. The last 
method is used only if the other methods, which are generally less expensive, are 
not feasible. 

In view of the nature of this appropriation request, it is not possible to indi- 
cate a specific program of problems that will be studied, the amount of alloca- 
tions or the agencies to which allocations will be made by the Director of the 
Bureau of the Budget, acting for the President, or the manner in which particular 
studies will be conducted. For this reason, detailed analyses of obligations in- 
dicating allocations to agencies and objects of expenditure are not submitted 
with the statement of justification. 


Mr. Puiuirs. Congress gave you $500,000 last year, and if you will 
look on page 2 of your statement, we said you could come back and 
get some more. We held that out to you. Itsays: 

The Independent Offices Subcommittee of the House Appropriations Committee 
reported that consideration would be given to the provision of additional funds 
at the next session of the Congress, if necessary, at which time the committee 
proposed to review progress being made in connection with the program. 

I thought it would be better for you to give us a breakdown as to 
how the money has been spent or what you need it for, because you 
are asking for next year $400,000 to be included in the regular bill. 
Can you do that? 
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Mr. Dover. Yes. So far, we have allocated $104,000. Thirty-four 


thousand dollars of this amount is for the Federal Trade Commission ; 
$15,000 is for the Federal Power Commission study; and $55,000 for 
the surplus real-estate property disposal program. We cannot tell 
definitely what the allocations may be for the remainder of the year. 
We estimate them as a possible $296,000. That would run it up to the 
$400,000 we are talking about. 

The Federal Trade Commission, which was authorized on October 9, 
1953, at the suggestion of conference committee of the independent 
offices appropriation bill has contracted with the firm of Robert Heller 
& Associates to evaluate the organization and management of the 
Commission and develop recommendations for improvement in struc- 
ture and operations. 

Specific areas studied have included (a) procedural methods and 
means of freeing the Commissioners from routine matters, (2) organ- 
ization of the agency, (c) means of supervising relationships with 
other agencies, (7) personnel utilization and development of work- 
load measurement devices, (¢) field management, and (f) develop- 
ment of adequate management controls. 

The factfinding phase of the survey has been concluded and the 
firm is now preparing its final report to the chairman. Substantial 
changes in organization and procedure are forecast, including the in- 
stallation of a comprehensive system of control reports. These 
changes should result in better and more expenditious handling of 
cases, with less time being spent in paper shuffling, repetitious reviews, 
and other unproductive work. More effective and economical admin- 
istration of the antimonopoly laws will result. 

The management firm estimates that after its recommendations 
have been placed in effect, substantial reductions in cost will permit 
the Commission to perform more efficiently new statutory responsi- 
bilities, such as the administration of the Flammable Fabrics Act and 
the Fur Products Labeling Act. The reductions in cost which will 
result from adoption of the firm’s recommendations will undoubtedly 
assure a greater return on the Commission’s law-enforcement dollar, 
as well as provide means for rapidly reducing the accumulated back- 
log of caseload. 

A second project is the survey of the organization and management 
of the Federal Power Commission by the management engineering 
firm of Cresap, McCormick & Paget. This survey began in late Octo- 
ber and is scheduled for completion February 15, 1954. The fact- 
finding stage is now complete, including special analyses on the volume 
and flow of work and on procedural bottlenecks and an inventory of 
work on hand and in process. An examination of the Commission’s 
field offices has also been made. Final recommendations have been 
discussed with the Commission and will be presented to the Bureau 
of the Budget for its subsequent development of items recommended 
for Commission action. 

A third project is jointly conducted by the Bureau of the Budget 
and the General Services Administration to obtain expeditious action 
by executive agencies to dispose of surplus real properties and to de- 
velop improvements and simplifications in governmentwide practices 
and procedures for dealing with such properties. 
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At present we have a tentative schedule of eight projects which 
appear to meet the criteria we have set with a total estimated cost 
of $325,000. These, together with the $104,000 already allocated, will 
slightly exceed the $400,000 which it is estimated may be allocated 
this year, but it is still less than the $500,000 available for allocation 
in the fiseal year 1954. While it is not likely that all of these projects 
will be initiated, additional pecrerte may require consideration. 

Mr. Puitirrs. Will those studies result in saving us any money? 

Mr. Doper. If the recommendation proposed for the Federal Trade 
Commission were put into effect and we were willing to carry the 
existing pileup of the backlog, that would immediately produce a 
saving. 

Mr. Hugues. I spent 2 hours going over the report of the Heller 
Associates, and they have real savings there. There is no question 
about it. 


SUGGESTED NEED FOR MANAGEMENT STUDY IN THE HOUSING AND HOME 
FINANCE AGENCY 


Mr. Tuomas. The committee has been concerned with this big, vast 
Housing and Home Finance Agency. We had the Administrator, 
Mr. Cole, here. He is doing all that it is humanly possible to do. He 
is certainly working with it. But I cannot imagine a spot in this 
Government where you could more profitably spend $35,000 or $40,000 
than to take a look at that agency, particularly public housing and 
slum clearance. 

They come over here and want 127 employees for the last 3 years 
hand running on slum clearance, and they have had a grant of $500 
million out of the Treasury for various housing authorities back home 
plus a lending authority of $1 billion, and perhaps less than 185 cases 
total inthe 3 years. I mean there are many areas in there. 

FHA had a hatful of field offices; slum clearance has. And then 
in the Office of the Administrator he has closed 2 or 3, but he had 12 
to start with. There are many, many areas in there you could well 
afford to take a look at. 

Mr. Dover. Mr. Thomas, that is recognized by the Executive Office 
and the Administrator. He has a comprehensive plan for reorgani- 
zation now in the process of formulation that will be presented which 
will streamline the operation and should result in a material saving, 
but the details have not yet been firmly established. 

Mr. THomas. Who is working on it? Is it an internal reorganiza- 
tion plan worked on by themselves? 

Mr. Donen, We are all working on it. We are working on it with 
the Administrator. 

Mr. Tuomas. In other words, what I am trying to say is simply 
this: You take a group that has worked in an organization for 10 
or 15 years and ask them to reorganize. They cannot see the forest 
for the trees. You have to get some new blood. 


COMPARISON WITH OBJECTIVES OF THE HOOVER COMMISSION 


What is the difference, in the final analysis, between this $400,000 
you want to spend next year and what this Hoover Commission group 
is doing? 


41872—54—-pt. 
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Mr. Doper. Those are specific management or organization prob- 
lems, whereas the Hoover Commission is fundamentally concerned in 
its present form more with functions—the need for the function and 
the possible elimination or transfer of the function. 

Mr. Tuomas. Well, they have no authority to eliminate any 
function. 

Mr. Dover. They can recommend. 

Mr. Tuomas. All they can do is to recommend shifts instead of 
elimination of functions. Their authority does not go that far. So, 
-! the final analysis, I cannot see anything but duplication of your own 
efforts. 

Mr. Doper. I am sorry. I do not agree with you on that. For 
example, the operating studies within the Federal Trade Commission 
and Federal Power Commission are to produce improvement in the 
conduct of their business and a saving of Government dollars, 
Those are detailed operating management studies and recommenda- 
tions. That is not a function of the present Hoover Commission. 

Mr. Tuomas. What good, then, does the Hoover Commission do? 
We have noticed time and time again, when you go to transfer and 
Juggle the functions around, it is only one ot removed from some 

egislative action to follow up the shifting of functions. When you 


get through the reorganization, the cost goes up anywhere from 5 to 
15 percent. 

Mr. Pritures. That has been our experience. 

Mr. Tuomas. Now you come along and try to save some money and 
will save, but if it is not a duplication, then it is certainly necessary to 


level off what has been caused by the shift of functions. 

Mr. Doper. I am convinced it is not a duplication, because the 
Hoover Commission charter under your legislation is somewhat differ- 
ent than it was in the original form of the Commission, which did 
largely deal with similar subjects of internal organization and reor- 
ganization plans. Their charter, I believe, is broader than that this 
time, and deliberately so, and is directed toward the essentiality of 
the Government function. 

Mr. Tuomas. I am glad to have your explanation of it and your 
point of view, because there is a growing feeling in the Congress that 
the shifting and transfer of functions without pinpointing some actual 
cutting down of expenses does not accomplish much. Certainly your 
$400,000 is aimed at only one purpose, as I see it, and that is pinpoint- 
ing toward working efficiency and economy hand in hand. 

Mr. Puttutps. I think Mr. Thomas has put his finger on the weak- 
ness of reorganization plans. The ones we have had so far have 
usually resulted in an expansion and an increase in cost, and almost 
all of them have either thoughtlessly, or because there was not time, 
or for some other reason, avoided a study into the duplication we are 
talking about of things that go on. We are stuck for the reason, as 
T said first, that some duplication comes possibly to four different 
subcommittees and there has to be some central authority to say “Look. 
You are doing the same thing; and somebody has to cut it out.” We 
ean cut it out if it is laid down before us, but we are short at the 
moment of anybody to recognize it and analyze it. 

Mr. Dopcr. Of course, Mr. Phillips, that is one of the pu of 
the Hoover Commission in its present studies, and the major Objective 
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is to pinpoint possible elimination of functions in the terms of the 
question—are these essential for the Government to do. And all that 
means getting the kind of reductious you are talking about. 

In the last analysis, whatever recommendations they make will 
come to the Bureau, because we will have to implement them either 
through a reorganization plan or the preparation of some kind of 
measure to accomplish the result. 

Mr. Puuuires. [ think we can give you one to work on right now 
as a result of yesterday’s hearing; these communication systems in the 
different agencies. Here is the Veterans’ Administration with a com- 
plete communication system; with GSA contending that it can carry 
on the communications service; the military with a complete network. 
The understanding on our part is that the military is about to go out 
of business, but there is no mention of that by the Veterans’ Adminis- 
tration. There are various items like that that I think make sources 
of 

Mr. Hucues. I might say one other thing that ought to be in the 
record. That is that there is a constant liaison between the Budget 
Bureau and this management improvement fund and the Hoover 
Commission, so that there is an avoidance of any duplication by that 
process, 

(Discussion off the record.) 

Mr. Patties. Thank you very much, gentlemen. 


Tuourspay, Fesrvary 11, 1954. 
DEFENSE TRANSPORT ADMINISTRATION 


WITNESSES 


JAMES K. KNUDSON, ADMINISTRATOR 

HOMER C. KING, DEPUTY ADMINISTRATOR 

FRANCIS A. SILVER, GENERAL COUNSEL 

ROBERT R. HENDON, DIRECTOR, TAX AMORTIZATION AND DEFENSE 
LOANS GROUP 

CLARENCE BARKER, ADMINISTRATIVE OFFICER 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate $2, 200, 000 
Relnbarsements from other accounts : 2, 532 |... 


Total available for obligation 2, 202, 532 
Unobligated balance, estimated savings —72, 733 


Obligations incurred 2, 129, 799 


Obligations by activities 


Defense mobilization: 
1953 


425, 000 275, 000 
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Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
Total number of permanent positions... 202 35 
Full-time eqrivalent of all other 6 2 2 
Average number of all 143 35 28 


Average salaries and grades: 
General sched le grades: 


Ol Personal services: 

Permanent positions... $843, 477 $223, 715 $173, 905 
Other positions... 61, 592 20, 000 20, 000 
Regular pay in excess of 52-week base.____- 2, 827 860 670 
Payment above basic rates_____- Pee Re 933 425 425 

06 Printing and reprodnction 901 2,000 2, 000 
07 Other contractual services. __.......-........-.-..---.--.- 17, 186 2, 000 2, 000 
Services } erformed by other agencies. _.._____.___.-_._. 1, 125, 000 150, 000 50, 000 
Supplies and materials_...._..........-..-..-.-..-....---- 6, 891 1, 700 1, 700 
15 ‘Taxes and assessments..__...--.........-.._.---.----.--- 1, 581 500 500 
Obligations incurred__........-..-..--.-.---.----------- 2, 129, 799 | 425, 000 275, 000 


Analysis of expenditures 


1953 actual 1954 estimate 1955 estimate 


| | 
Unliquidated obligations start of year._..................-.-- $71, 065 | $58, 441 | $12, 750 
| 
| 


Obligations incurred during the 2,129, 799 000"| 275, 000 
2, 206, 467 483, 441 287, 750 
Deduct: 
Unliquidated Gbligations, 58, 441 12, 750 8, 250 
Total expenditures... .............-.-. 2, 145, 494 470, 691 | 279, 500 
Expenditures are distributed as follows: 
Out of current authorizations. ........................-... 2, 068, 855 412, 250 266, 750 
Out of prior authorizations_..............-........-..--.-. 76, 639 58, 441 12 750 


Mr. Puitiies. The committee will come to order. 

We have before us today the representatives of the Defense Trans- 
port Administration to present their budget requests and justifica- 
tions for fiscal year 1955. 


Appropriations, 1954 anp Estimate, 1955 


The amount appropriated for the current fiscal year was $425,000, 
and for the fiscal year 1953 $2,200,000, and the request for fiscal year 
1955 is $275,000. : 

The reporter will put in the record at this point the table which 
appears in the justification on page 15, which gives a breakdown by 
activities of the requests for fisca 1955, showing the figures that I 
have just given, and showing the number of positions in each of the 
three functions of the agency, totaling 35 employees for the present 
fiscal year and 26 employees for next year. 

(The table referred to is as follows :) 
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Statement showing comparison of number of positions and estimated obligations for 
the fiscal years 1954 and 1955 by activities 


Fiseal year 1954 Fiseal year 1955 


Activities 


| 
Positions| Amount | Positions} Amount 


Executive direction and administration 
Mobilization and transport specialists 
‘Tax amortization and loan certification 
Working fund advanced to ICC: 


1 Includes $20,000 for 4 w. a. e. consultants on a part-time basis. 
2 Reimbursement to ICC for liaison work performed for DTA in connection with civil defense. 


Mr. Puities. The witnesses today are Mr. Knudson, the Admin- 
istrator of the Defense Transport Administration; Mr. King, 
the Deputy Administrator; Mr. Silver, the General Counsel; Mr. 
Hendon, the Director of tax amortization and defense loans group, 
about which we are particularly interested to have more information ; 
and Mr. Barker, the administrative officer. 

Mr. Knudson, do you have a general statement that you would like 
to make / 


GENERAL STATEMENT 


Mr. Knupson. I have a statement which I submitted in advance, 
which, at your pleasure, can be copied in or I shall read it. 

Mr. Puutxies. It will be put in the record in full, and then per- 
haps you had better make a few statements to bring out the highlights 
or anything you think is desirable to explain your request. 

(The statement referred to is as follows :) 


STATEMENT OF JAMES K. KNUDSON, ADMINISTRATOR, DEFENSE TRANSPORT 
ADMINISTRATION 


My name is James K. Knudson. I am a member of the Interstate Commerce 
Commission and, as the Commissioner in administrative charge of the Bureau of 
Service of the Commission, I am ex officio the Administrator of the Defense 
Transport Administration. 

Since I last appeared before the House Committee on Appropriations a number 
of changes have occurred which have wrought changes in the work of the De- 
fense Transport Administration. The change in the definition of the term 
“national defense” made in the Defense Production Act amendment of 1953 
(Public Law 95, 88d Cong., 1st sess.), the expiration of the controlled materials 
plan, the conclusion of the Korean armistice and the economic adjustment that 
followed in its wake have all combined to shift the principal role of DTA from 
that of a control organization over domestic transport, storage, and port facili- 
ties, to one concerned primarily with maintenance in these areas of the mobili- 
zation base and with mobilization readiness planning and activities. This change 
is reflected in the President’s budget recommendation for defense transport activi- 
ties for fiscal year 1955 and is particularized in the budget estimate submitted by 
Defense Transport Administration which is under consideration by your com- 
mittee at this time. 

A ready concept of the size of the organization proposed for fiscal year 1955 
as compared with the size of DTA during prior years of its existence may be 
gained from the table on page 4 of the budget estimate. The last line of the 
table shows that as of June 30, 1951, the close of the first fiscal year after DTA 
came into existence, the classified DTA and working-fund employees totaled 320; 
a year later it was 430 and on June 30 last it was 220. We estimate that at the 


13 | 89,380 10 79, 438 

8| 85,807 8| 185,807 

Services to be performed by other |--------- | 2 50,000 
35 425, 000 | 26 | 275, 000 
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close of the current fiscal year the classified employment figure will be down to 
45. Our proposal for fiscal 1955 is 26 classified positions. We also propose to 
have the services of 8 consultants—4 WOC and 4 WAE. In this respect, the 
table will show that as of June 30, 1951, we had 44 consultants (26 WOC and 18 
WAE) ; as of June 30, 1952, 33 consultants (18 WOC and 15 WAE); as of June 
80, 1953, 17 consultants (11 WOC and 6 WAE) and, as of next June 30, we 
expect to have 8 consultants (4 WOC and 4 WAE), the same as proposed for 
fiscal 1955. 

As this committee is aware, the Defense Transport Administration has operated 
without field offices of its own. Through arrangements with- the Interstate 
Commerce Commission, DTA used the field offices of the Commissien’s ‘bureaus 
(Service, Motor Carriers, and Water Carriers, and Freight Forwarders) to per- 
form the field work incident to DTA activities. These services were handled 
under a working fund arrangement. Our estimate for fiscal 1955 does not include 
an estimate for a working fund but does include an estimate of $50,000 to reim- 
burse ICC for work performed for DTA in the field. Under our present assign- 
ment of responsibilities from the Office of Defense Mobilization, we know that 
in fiscal 1955 there will be a sizable workload. If the ICC field staff is in position 
to handle it for DTA we will reimburse ICC on a case basis. If the Commission 
is unable to perform this service for us, we will devote the amount of the esti- 
mate for direct field representation. 

The need for field representation is dictated by assignments of responsibility 
which have been made to DTA by the Office of Defense Mobilization. Recently, 
for illustration, we were given a formal delegation of responsibility with respect 
to transportation in preparation for attack conditions, under attack conditions 
and in postattack rehabilitation (Defense Mobilization Order—VI-—2, December 
9, 1953). Under this assignment we are charged, among other things, with the 
responsibility for the (a) development for each type of transportation under our 
jurisdiction of plans for security of communications, operating facilities, operat- 
ing personnel, operating headquarters, and essential operating records; (b) de- 
velopment of nationwide detour plans around all major traffic centers; (c) devel- 
opment in coordination with Federal Civil Defense Administration of a compre- 
hensive plan of operations under attack conditions, and (d) development of plans 
for determining the amount and priority of restoration of transportation plant 
in the postattack phase. To handle the planning for transportation problems 
incident to enemy attacks on the continental United States, and ODM working 
group has been set up. DTA, FCDA, DOD, Commerce, and other interested 
agencies have representatives on this group. Under this plan there has already 
been established in each of the seven regional offices of FCDA an interagency 
advisory panel on transportation. The DTA representatives on these panels— 
two in each region—have been designated from the field agents of the Bureaus 
of Service and Motor Carriers of the Commission. As the working group deter- 
mines the necessary broad policies and develops an operating plan which will 
provide necessary interrelationship, mechanisms, and procedures to lend maxi- 
mum effectiveness to the objectives of its planning, the workload in the field in 
implementation of such policies and procedures will be heavy. The burden of 
this task will come during fiscal 1955. 

Within the last fortnight, we have been informally advised of another delegation 
of responsibility which is to be made to us in the near future. Under Executive 
Order 10421, as amended, it will be recalled that the Secretary of Commerce is 
required from time to time to establish and transmit to the Director of ODM rat- 
ings of facilities based on the relative importance thereof to defense mobiliza- 
tion, defense production, and the essential civilian economy. In this task, the 
Secretary of Commerce has the advisory aid of the Industry Evaluation Board. 
We have been recently advised of the fact that the Secretary of Commerce has 
transmitted to the Director of ODM security ratings for a considerable number 
of domestic transport facilities. It is the intent of the Director of ODM, so we 
are advised, to assign those particular rated facilities to DTA for the develop- 
ment, in consultation with the management or owner of the rated facility and 
with other technically qualified persons, of physical security measures for each 
of such facilities. The assignment will include, as we understand it, the neces- 
sary supervision, as may be appropriate, of the application of physical security 
measures to assigned facilities and the appraisal of the adequacy and efficiency 
of the security measures taken. 

DTA has also been assigned by ODM the task of making a study and reporting 
its estimate of the requirements of transportation under specific assumptions 
furnished as to a postulated 3-year full mobilization period. The assignment 
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contemplates that the work will have to be reviewed from time to time in the 
light of such changes as may be made in the basic assumptions. 

One area in which there has been no change in our functions relates to acceler- 
ated tax amortization and defense loans authorized by the Defense Production 
Act of 1950, as amended. The Executive order issued by the President August 
14, 1953 (Executive Order 10480) continues our responsibility to make recom- 
mendations to the Director of the Office of Defense Mobilization for the issuance 
of certificates or other action upon applications filed by commercial firms engaged 
in domestic transportation, storage or port operations for accelerated tax amor- 
tization or defense loans. The status of the workload in this area for the first 
6 months of the current fiscal year is shown, in brief form, in the table at the 
bottom of page 33 of the budget estimate. As there indicated, the average num- 
ber of new tax amortization applications received for the 6 months ended 
December 31, 1953, was 56; predeterminations 9; reconsiderations 5; scope 
amendments 8, and extensions of time 12. Inasmuch as the ODM approved 
transportation and facilities expansion goals have not been reached in the prin- 
cipal categories, it is expected that applications will continue to be received dur- 
ing the balance of fiscal 1954 and through fiscal 1955 at about the rate indicated 
in the table. The status of tax amortization certifications in relation to the 
— expansion goals, as of December 31, 1953, is shown in the appended 
table: 


Name of goal Certified 


Freight cars. 
Locomotives. 


Inland waterway vessels 
Great Lakes ore carriers. 


1 Interim goal, 


The foregoing résumé highlights defense transport activities for fiscal year 
1955. The details of these and other potential activities are more fully developed 
in the justification contained in the budget estimate. I felt that such a brief 
statement as I have made would be helpful to the committee, particularly in 
view of the new responsibilities that have been given the Defense Transport 
Administration. I should be pleased to answer any questions or to provide such 
further data or information as the committee may desire. 

Mr. Pututrs. You had better tell us just what you — do. As 
I recall, this agency was created during the war years, or during the 
immediate postwar years. Tell us when your agency was creatad. 

Mr. Knupson. Yes, sir, I shall be glad to spell that out. 


FUNCTION OF THE DEFENSE TRANSPORT ADMINISTRATION 


I think perhaps the principal question that might arise in your 
mind, as it has in mine many times, is whether this organization known 
as the Defense Transport Administration should exist at all or whether 
the time has not come to liquidate it and consider our country, so far 
as these activities are concerned, as being somewhat back to normal 
and therefore no necessity being apparent for the existence of this 
Administration. 

Mr. Pups. Would the question be whether it should be elimin- 
ated or whether its functions and activities should be absorbed by the 
Interstate Commerce Commission, of which you are also a member? 

Mr. Knupson. Yes, sir, I shall address myself to that too. First, if 
there is any apparent need for this organization to continue in existence 
for another year—and I believe we shall be able to demonstrate, at 
least in a limited way, that need—Mr. Chairman, the question you have 


Percent cer- 
tified 
Miscellaneous railroad terminal and road facilities _ ..._......-}|'$500, 000,000 | $436, 926, 041 87.6 
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just asked is an appropriate one. I personally do not think the Inter- 
state Commerce tcminieaicih can satisfactorily absorb all the duties 
of the Defense Transport Administration. A the first place, the 
Interstate Commerce Commission is an arm of the Congress. It has 
only a modified identity with the executive agency. It is supposed to 
carry out the will of the Congress as stated in the Interstate Cohaiiaaares 
Act. Moreover, its scope in the field is limited. It deals with freight 
forwarders, railroads, some segments of the highway transport facility, 
inland and coastwise and intercoastal water carriers, and has other 
duties such as railroad reorganizations and that sort of thing. 

The Defense Transport Administration is charged by Executive 
order, with the force of law, with surveying some fields of transporta- 
tion including taxicabs, school buses, the ports, and several segments 
of State and highway groups that the Interstate Commerce Commis- 
sion has nothing to do with whatever. 

Moreover, my authority as Administrator, and my responsibility 
to report as Administrator, runs to the President of the United States 
through the Director of Defense Mobilization, whereas my authority 
as one of the 11 Commissioners runs to Congress, to whom we make 
anannual report. So there would be a rather difficult matter of policy 
to work out between the executive and this independent agency in the 
matter of absorbing a number of the functions that the Defense Trans- 
port Administration is called upon to perform. 

Mr. Putures. Is that not a matter of detail? If you decided it was 
the time to effect the absorption, could not those transfers be specifically 
indicated 

Mr. Knupson. Yes, I think it is, as you say, a matter of detail, but I 
do not believe the Interstate Commerce Commission could administer 
the affairs of this Administration any more economically than DTA 
can, and as long as we have what is known as an executive department 
identity, the unifying of the duties with the Interstate Commerce 
Commission would be inconsistent, in my humble opinion. 

Mr. Puttais. For what reason would it be inconsistent ? 

Mr. Knupson. For the reason that I have dwelt on—that we report 
to the Executive as a Defense Transport Administration. We get 
our orders to perform from the President through the Office of Defense 
Mobilization, Mr. Flemming, whom you had before vou the other day. 
The Interstate Commerce Commission I do not think consistently 
could be asked to receive or to administer orders coming from the 
Executive Office. It would be totally inconsistent, as I see it, with 
our independent status and the obligation we have to observe that 
status in the Commission and report directly to the Congress. 

As an alternative, we suggest that we might use some of the field 
offices of the Commission, as we have been doing with great economy 
and good effect, and that we might ask the Commission to make some 
statistics for us occasionally on a reimbursable basis so that we will 
not have to hire people and put them on our own staff, but to admit 
that a total absorption of our functions by the Interstate Commerce 
Commission would be desirable, I think, is an admission I would not 
want to make at this time. 

Mr. Putiires. I do not quite see your point. Your point, as I get 
it, is that you are given certain requirements under the act, one of 
which is that the Defense Transport Administration reports directly 
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to the President, whereas the Interstate Commerce Commission is a 
child of the Congress and reports to the Congress; but if the con- 
solidation were deemed desirable, it seems to me one line in a bill 
would simply say that those functions of the Defense Transport 
Administration given it by such-and-such legislation are transferred 
to the Interstate Commerce Commission, and the next time the Inter- 
state Commerce Commission would report to the President whatever 
the Defense Transport Administration was required to report to the 
President. 

Mr. Knupson. That, I believe, oversimplifies the problem. 

Mr. Puuuies. It oversimplifies it; but is that not the situation ? 


DEVELOPMENT OF THE DEFENSE TRANSPORT ADMINISTRATION 


Mr. Knupson. Let us examine the genesis of DTA before we com- 
pletely answer the question. You will recall that during World War I 
the railroads were taken over by the Government. There was no sub- 
stantial trucking operation then and there was not too much attention 
paid to all the necessary land and water transportation to serve our 
public because the times did not demand it. 

In World War II a totally different approach was adopted, namely, 
that all transportation facilities were allowed to remain in the hands of 
private enterprise and a unit in the War Mobilization Organization 
was set up known as the Office of Defense Transportation, which exer- 
cised governmental controls in many ways but still allowed the in- 
dustry to remain in private operation, and it worked out very well 
indeed. 

When the Korean situation came along, we had such a splendid 
history of administration of ODT, and it had been thoroughly docu- 
mented by the National Security Resources Board—plans had been 
made and determined upon by 400 or 500 people that had been brought 
in from all forms of transportation to set up a possible tentative 
organization in the event of another emergency—that when I became 
Administrator I adopted almost stock, lock, and barrel the recom- 
mendations of these fine gentlemen that had been brought in from the 
railroads, truckers, lake operators and all others, and we set up a 
skeleton form of organization that was expanded and is now being con- 
tracted in accordance with the needs of the day. It has worked out, 
1 think, economically in the interest of taxpayers the way it is, and 
I do not believe it would make for any economy of operation or any 
more efficiency of operation, other than the points I previously made, 
to transfer the functions to the Interstate Commerce Commission. 


AUTHORITY OF THE DEFENSE TRANSPORT ADMINISTRATION 


We have authority, moreover, as you note by reference to page 6 of 
the budget estimate booklet we have attached to the record, stemming 
from the Defense Production Act and delegated to us directly and 
indirectly from the President. That act expires in July of next year 
and any one line authorization of the Interstate Commerce Commis- 
sion or any other agency—there may be some other agency you might 
think of such as the Department of Commerce—would have to be 
geared in with the objectives of that act. 

Mr. Putuirs. The reporter will insert pages 6 and 7 in the record 
at this point. 
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(The justifications referred to follow :) 


AUTHORITY 
The Defense Transport Administration was created October 4, 1950, by “that 


Commissioner of the Interstate Commerce Commission who is responsible for 
the supervision of the Bureau of Service of the Commission” (Organization 
Order DTA 1, 15 F. R. 6728) acting under the authority of section 902 (b) (2) 
of Executive Order 10161, dated September 9, 1950 (15 F. R. 6105, 3 CFR 1950 
Supp. 123), “Delegating certain functions of the President under the Defense 
Production Act of 1950” (Public Law 774, 8ist Cong.; 64 Stat. 708;.50 U. S.C. 
App. 2061-2166). Executive Order 10480, dated August 14, 1953 (18 F. R. 
4939) “Further providing for the administration of the Defense Mobilization 
Program” revoked Executive Order 10161 but continued in effect the power of 
the Commissioner to create an agency, under his jurisdiction to administer 
functions delegated or assigned by or pursuant to Executive Order 10480, and 
directed that all orders relating to any function affected by the Executive order 
should remain in effect. 

Defense Mobilization Order No. 30, dated August 14, 1953 (18 F. R. 5366), 
and Defense Mobilization Order VI-2, dated December 9, 1953 (18 F. R. 8133), 
issued by the Director, Office of Defense Mobilization. The specific functions 
delegated to the Commissioner by Executive Order 10480, and DMO Nos. 30 and 
VI-2 pertain to priorities and allocations, expansion of productive capacity and 
supply, voluntary agreements. and the carrying out of the ODM policy with re- 
spect to preparation for attack conditions, under attack conditions, and in post- 
attack rehabilitation, all with regard to domestic transportation, storage, and port 
facilities, or the use thereof, within the United States, its Territories and pos- 
sessions, and the District of Columbia, excluding air transport, pipelines, coast- 
wise, and intercoastal shipping. 

Executive Order 10219, dated February 28, 1951 (16 F. R. 1983), “Defining cer- 
tain responsibilities of Federal agencies with respect to transportation and 
storage,” was continued in effect by Executive Order 10480, modified as required 
to conform it to the provisions of Executive Order 10480. As modified, Executive 
Order 10219 authorizes the Commissioner, in utilizing the functions vested in 
him under the Defense Production Act, as amended, to meet the needs of national 
defense to: 

(a) assemble and analyze data with respect to requirements to be im- 
posed on domestic transport and storage facilities ; 

(0) formulate such plans and programs, and take such action, as may be 
desirable to meet requirements for domestic transportation and storage ; 

(c) coordinate and direct the domestic movement of passenger and freight 
traffic ; 

(d) allocate the use of domestic transportation and storage facilities ; 

(e) administer such priorities as may be necessary to insure the move- 
ment of essential traffic (subject to such policies and orders as the Office 
of Defense Mobilization may prescribe) ; 

(f) act as claimant for materials and manpower for the construction, 
operation, maintenance, and repair of domestic transportation and storage 
systems and facilities ; 

(g) cooperate with named Government departments to achieve the effec- 
tive coordination of inland and ocean transportation and the efficient opera- 
tion of all port facilities to meet military and civilian requirements ; 

(h) cooperate with named Government departments to achieve the effec- 
tive coordination and utilization of storage facilities ; and 

(i) utilize the services of the Interstate Commerce Commission and of 
such other Federal, State, and local agencies as he deems desirable in the 
performance of his functions. 


FUNCTION OF DTA DURING A NATIONAL EMERGENCY - 


Mr. Knvupson. To continue, a large part of our function for next 
year, if we stay in existence at all, will have to do with transportation 
and civilian defense. This is an area that is associated with the States 
and municipalities, with 7 or 8 organizations in Washington that have 
formed a working group to get some kind of cohesiveness ‘in’ civil 
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defense in the event of an emergency. An activity of that kind would 
be something totally new, and I think rather astounding for a regula- 
tory agency, such as the Interstate Commerce Commission, to indulge 
in. I just cannot bring myself to believe that it is the right thing to do. 

Mr. Putures. Mr. Jonas asks, why could not the Office of Defense 
Mobilization do it? 

Mr. Knupson. I think if you transferred our people to ODM, peo- 
ple with the know-how, and set up within ODM some such organization 
as we have, ODM could do some kind of a job. I do not lay claim to 
all of the talent in administering a matter of this kind. I do think, 
however, that under the present plans, which have been well worked 
out at the top, and concernin whi Arthur Flemming testified the 
other day, ODM is a policymaking group and feeds down policy to us, 
to Interior, Agriculture, and other places, and we, with the transporta- 
tion experience and knowledge that we have, are at the operating and 
planning level. 


STATUTORY LIFE OF THE DEFENSE TRANSPORT ADMINISTRATION 


Mr. Puitxies. I am not sure this follows out to the same conclusion 
you draw... When does your act expire? 

Mr. Knupson. The act on which we rest our authority and on which 
we live will expire June 30, 1955. 

Mr. Puisies. What will happen then to all these functions which 
you say cannot be transferred now? At that time all these things you 
advise against transferring will have to be transferred. 


Mr. Knupson. Not necessarily. There may not be, and I sincerely 
hope there may not be, any need for any of these activities to exist at 
that time. Unless we assume—and I must because I do not sit in the 
high echelons of military preparation or mobilization—there is still 
some need for the Defense Transport Administration, it should be al- 
lowed to go out of existence now. 

Mr. Puu.sirs. You have money to operate until June 30 of this 
year and you expire on June 30, 1955. 

Mr. Knupson. This appropriation, I hope, will wind up our affairs. 
I would like to»preside-at-my own funeral. That is honestly the way 
I feel about it. 

You made reference, Mr. Chairman, to my going through this state- 
ment that has been put in the record. 

Mr. Tuomas. The Defense Transport Administration expires June 
30 of calendar year—— 

Mr. Knupson. 1955, 1 year from June 30 of this year. 

Mr. Puures. In other words, unless there is some extension given, 
this budget we are talking about now would be your last budget 

Mr. Knupson. That is iy and I hope it will be. 

Mr. Puiutes. Did yon have something else you wanted to say? 


REDUCTION IN SIZE OF DTA 


Mr. Knupson. With some degree of pride I want to point out our 
good faith in contracting this organization. When it became appar- 
ent thatthe.need for it was disappearing, and even before the present 
administration’s economy drive started, I gave directions for extensive 
“riffing,” as we call the program, and from a high point of 430 people 


| 


1112 


we have come down to what we believe to be an operable group recom- 
mended for next year of 26, with a few consultants we might have to 
hire for spot jobs. It has been a progressive contraction and I cite 
it as evidence of the fact that we have been aware of the seriousness 
of being trustee of taxpayers’ money. I guess we have made some 
minor errors, and all of us do, but the whole picture, it seems to me, 
is one worthy of your attention, and I hoped I could come before you 
and say there is no further need for this function, but based upon the 
statements made to me regarding mobilization I cannot e that 
statement at this time. 

We point out, in the way of economy, that we have operated without. 
field offices of our own. The old ODT had 5,000 people at one time. 
We have had a top of 430. That was plenty for our needs, and what 
we are asking for next year under the assumptions we are acting under 
is a very tight group indeed. I shall be happy if we can survive 
under it, because we are getting some new oan assignments. This 
statement points out one recent one we have obtained and another one 
is = peg red on its way to us. 

1at is happening, Mr. Jonas, since you asked the question about 
ODM, is that they are finding that their staff is pretty completely 
absorbed in planning and policy functions, and because of the con- 
traction of their appropriation they say, at least, that they must 
assign some of these operating functions to the delegated agencies, 
and we will have a difficult time to absorb them. We will do our best 
to do the jobs assigned to us, but with a limited staff of 26 people and 
a few consultants, we will have to have everybody doubling in brass. 


TAX AMORTIZATION WORK 


You are curious, I am sure, about this tax amortization field. It 
happens that the Defense Transport Administration has had a bigger 
stake in tax amortization than any other agency, I believe, that has 
existed during the last 3 or 4 years, and at the present time, if I am 
correctly informed, about 60 percent of the caseload of ODM in certi- 
fying these recommendations that come to them originates in the 
Defense Transport Administration. With our tight little staff we do 
all the research, make all the documentation, examine into all the 
factual situations both on paper and at times in the field, and transmit 
our recommendations to ODM where they are reviewed and the stamp 
of approval or denial, as the case may be, placed on them. 

Mr. Jonas. You do not handle anything but transportation ? 

Mr. Knupson. No; but the transportation field, the expansion goals 
that have been found necessary for freight cars and diesel locomotives 
and railroad terminals and lake cargo vessels and miscellaneous other 
items, furnish now from 50 to 60 percent of the total caseload that 
ODM is called upon to approve. 

Mr. Jonas. For tax amortization ? 

Mr. Knupson. Yes; for tax amortization. So that we are very 
much involved in the field. There, again, I cite to you the economy 
of our operation by way of contrast. 

Mr. Jonas. Do you mean about 60 er of the applications for 
tax amortization that go through ODM right now come from the 
railroad and trucking industry ? 


Mr. Knepson. That is not quite the way to put it. The applica- 
tions are filed by the transportation industry and warehousing. They 
are sent to us for documentation to determine whether they should be 
allowed. We have a small staff that examines every one of these 
applications, and pursuant to my instructions because money is in- 
volved, I have insisted upon a fair documentation of every one of 
these cases. That documentation with our recommendation for ap- 
proval or denial goes forward to ODM and they put the stamp of 
approval or denial on them finally. 


NUMBER OF TAX AMORTIZATION CASES, DECEMBER 31, 1953 


Mr. Puiiirs. How many cases do you handle? 

Mr. Henpon. There is a breakdown on page 34. As of December 
31, 1953, we had 87 tax-amortization cases pending. 

Mr. Prutvips. The reporter will put pages 33 and 34 in the record 
at this point. Page 33 gives the pending cases as of December 31, 
1953, and carries the number processed through the month of Decem- 


ber 1953, and page 34 gives the tax amortization defense loans group 
in somewhat more detail. 


(The justifications referred to are as follows :) 


Tax amortization and defense loans 


1955 budget 
Sectional personnel breakdown Dee. 31, 1953 estitnatse 


Defense loans (post certification matters) 
Administrative, reports and statistical section 


Processed 


Pending as of rage Average 
Dee. 31, 1953 Month of number of | Month of 
December 6months | December 


1953 en 1953 
Dee. 31, 1953 


‘Tax amortization 
Predetermination 
Reconsideration 
Scope amendments. 
Extensions of 


| Received | 
ende 
Dec. 31, 1953 
87 56 57 75 41 
1 9 5 9 6 
| 17 5 6 5 6 
13 3 6 10 3 
25 12 15 10 8 
Defense loans..._.._....-..-------- None None None 1 1 
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Mr. Jonas. Does that table show any distinction between railroads 
and trucks and other categories ¢ 

Mr. Henvon. This is a summation. I can give you a breakdown 
as to the different types of applications that are filed. 

Mr. Knvupson. With further reference to your question, Mr. Jonas, 
the freight-car program is not completed. The railroads have not 
ordered enough cars and it has only been this accelerated tax amor- 
tization that has produced the results that have been accomplished. 
It has been decided, therefore, that this accelerated tax amortization 
must continue. The same is true of our goals that have been estab- 
lished in the past and are now being reestablished. So I think it is 
reasonable to assume that our tax-amortization caseload will be a little 
heavier in the next few months than it has been in the last 2 or 3 
months. Is that a fair assumption ? 

Mr. Henpon. It is, and that is one of the things taken into consid- 
eration in our estimate of the workload through fiscal year 1955. 

Mr. Knupson. May I direct your attention, in that connection, to 
page 6 of the prepared statement, which sets out the goal as approved, 
certified, and percent certified. 

I think this miscellaneous railroad terminal and road facilities 
percent certified of 87.6 should be examined because that is an open- 
end program and the percent certified cannot therefore be determined. 
We do not know how many such facilities are yet to be applied for in 
the way of accelerated amortization. 


RELATIONSHIP WITH ODM 


Mr. Tuomas. Mr. Commissioner, you have a three-layer deal here, 
so to speak. Sitting at the top is ODM; you are in the middle, so to 
speak, not literally; and then there is the ICC. How many people 
Fa ODM have working with you in this particular field of activity ? 


Mr. Knupson. Mr. Flemming and I have frequent conferences. 

Mr. Tuomas. Which section is it under ODM 

Mr. Knupson. Let me just continue for a moment. We deal with 
individuals who are consultants to ODM in part, such as Mr. Ernest 
Williams, who is one of Mr. Flemming’s transportation advisers, and 
Colonel Barber, who is also in that ote and with regard to tax 


amortization we deal with a unit of 
by name. 

Mr. Henvon. We deal with a group under Mr. Young, the Assistant 
Director in Charge of Financial Policy, with regard to tax authoriza- 
tion. With regard to goal requirements, we deal with Production 
Requirements and Programs. A Mr. Lawrence is Acting Director of 
eg = deal with them in our studies in connection with the setting 
up of goals. 

Pir, HoMas. The committee has in mind that ODM has as many 
people doing that type of work as you have. You are only seeking 
26 people against 35 for 1954. Do you have any idea how many people 
ODM on Suing the same type of work? 

Mr. Knupson. Only 8 of the 26 will have anything to do with tax 
amortization or the establishment of goals. 

Mr. Tuomas. You had 10 people in that section and 87 cases pend- 
ing on December 31, 1953. is that right? 

r. Knupson. We have 87 now, but we will have a steady increase 
in flow in the future. 


DM which I cannot identify 
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DOLLAR VALUE OF PENDING TAX AMORTIZATION CASES 


Mr. Tuomas. There is not too much connection between the number 
of cases and the dollar value, but give us some idea of the dollar value 
of the 87 cases you have pending. The point I am making is that 
ODM is issuing orders to perhaps top Government experts in the field 
of transportation and warehousing and you work with the mother 
agency who in the final analysis will have to regulate what you do. 

Mr. Knupson. Will you permit me to make a short statement off the 
record ¢ 

( Discussion off the record. ) 

Mr. Puiniies. Suppose we start and come down these various func- 
tions. You have about concluded your general statement, have you ‘ 

Mr. Knupson. Yes. 

Mr. Tuomas. Did you find the dollar value of those 87 cases? 

Mr. Henpon. I do not have the dollar value of the 87, but I have my 
monthly report as of January 31 and I had applications pending 68. 
We are gradually reducing the workload. In the 68 cases as of Jan- 
uary 31 they had a dollar value of $79,939.008. 

r. Puuutrs. Mr. Thomas’ question, as I understood it, included 
the cost per case of handling it; is that right ? 

Mr. Tuomas. No. You have 10 people working on 87 cases and the 
dollar value is $80 million. Of course there is not much relation be- 
tween dollars and cases. 

Mr. Knupson. No. We might have to put more time on a small 
case, as a matter of fact. 


JUSTIFICATION DATA 


Mr. Puiures. The reporter will put in pages 2, 3, 4, and 5—6 and 7 
are already in—then you will put in from page 8 to page 14, inclusive ; 
page 15 is already in. 

The material referred to is as follows :) 
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Comparison by Divisions and Offices of the estimated number of positions and 
obligations for personal services; also the total obligations for the fiscal years 1954 
and 1955 


Comparison 1955 
with 1954 


Posi- 


Personal services: 
Administrator 
Deputy 


Administrative officer 

Mobilization and ee specialists: 
Consultants (w. a.e. 
Consultants (w. 0. 

Tax amortization and defense loans-__- 


Total personal services 
objects 


Other 


Te. Defense Transport Adminis- 


1 Includes $150,000 to be advanced to ICC working fund. 
3 Includes $50,000 reimbursement to ICC for liaison work performed for DTA in connection with civil 


Statement showing Defense Transport Administration and Interstate Commerce 
Commission working fund employment as of June 30, 1951, 1952, and 1953, also 
estimated employment as of June 30, 1954 and 1955 


Employment June 30 


1953 1954 


Working fund: 
Administration 
Motor carriers 
Service 
Water and freight forwarde: 


Total working fund 


Total DTA and working fund 
Total classified DTA and working fund_--_-...- 320 


Defense Transport Administration 


Appropria- 
tion 


! Excluding reimbursements. 
from ‘Expenses of defense production, Executive Office of the President.” 
stima 


| 

Posi- Posi- iz 

tions Amount tions Amount tions Amount 
7 34, 110 4 24, 168 —3 —9, 42 
(4) 20, 000 (4) sce 
14 88, 923 8 48, 865 —6 —40, 058 
ee 35 245, 000 26 195, 000 -9 —50, 000 
425,000) 275,000! -9| 150,000 

defense. 
1951 1952 1955 
DTA: 

tout 169 202 79 30 26 
WT 213 235 96 | 38 34 
| 430 220 45 26 
Pisa yar | | 
2, 900, 000 2, 543, 750 2, 454, 525 
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JUSTIFICATION FOR BupGeT EstTiMATe YEAR 1955 
INTRODUCTION 


In the preparation of the budget estimate for 1955, DTA is working within 
the general congressional declaration of policy that in order to provide for the 
national defense and national security, this country’s mobilization effort con- 
tinues to require some diversion of certain materials and facilities from civilian 
use to military and related purposes, and, where the goals have not already been 
reached, requires expansion of production facilities beyond the levels needed to 
meet the civilian demand. Thus, with the extension of the Defense Production 
Act providing authority for allocations and priorities for national defense, DTA 
must maintain a continuing review of existing conditions with respect to de- 
mands upon domestic transport, storage and port services as they affect military 
and atomic energy production and construction programs, military assistance to 
foreign nations, stockpiling and directly related activities. 

Current public expressions of the President. and the Director of Defense 
Mobilization, would indicate that there is no likelihood of an effective change 
for the better in the international situation that warrants any relaxation of the 
development and maintenance of mobilization readiness programs now under 
way; furthermore, while our defense program can be continued in the fore- 
seeable future with very limited use of controls, there is no indication or 
promise of any decreased need for developing and maintaining an adequate 
mobilization base as well as plans for full mobilization controls. The liquida- 
tion of controls makes it doubly important that we not only maintain but 
actually enhance the means of promptly meeting defense problems that may 
arise, through the timely application of appropriate plans whenever required by 
a change in the mobilization level, in order to avoid impairment of the na- 
tional defense and appreciable hardship in the civilian economy. 

Changing economic conditions and what may prove to be temporary ameliora- 
tion of international tensions have resulted in a slowing down in the rate of 
progress to establish an adequate mobilization base in the field of transportation, 
storage and port facilities. DTA must therefore increase its efforts encouraging 
industry to maintain a rate of expansion sufficient to meet planned goals. These 
efforts must overcome increasing resistance because of anticipated reduction 
in revenues due to present economic adjustments. Achievement of planned ex- 
pansion goals is nevertheless essential and this remains as one of the major 
DTA problems. 

PROGRAMS AND ACTIVITIES 


The programs and activities of the Defense Transport Administration are 
related to the sustained provision of domestic transport, storage, and port services 
in support of the Nation’s defense production and mobilization effort. They are 
set forth briefly as follows: 


1, Controls and activities to sustain defense production. 

(a) Maintaining a quickly expandable capability to effect regulation through 
allocations and priorities powers as needed for national defense to assure more 
efficient use of transportation, storage and port equipment, and facilities in times 
of shortage. 

(6) Maintaining a quickly expandable capability to effect allocation of trans- 
port, storage and port equipment, and facilities to particular services, as needed 
for national defense, either through voluntary cooperation or allocations and 
priorities powers. 

2. Current expansion activities to sustain defense production and full mobilization 

(a) Plan, promote, and encourage action to complete facility expansion goals 


not yet attained and to continue maintaining an adequate mobilization base. 
(b) Accelerated tax amortization and defense loans. 


38. Mobilization readiness to sustain full mobilization 


(a) Determination of full mobilization requirements and supply. 

(b) Development of standby orders, regulations, and procedures for full mobili- 
zation control. 

(c) Develop, in coordination with the ODM working group on transportation 
problems incident to enemy attack on the continental United States necessary 
measures to assure the continuity of domestic surface transportation, storage, 
and port facilities falling within the jurisdiction of DTA as well as provide for 
the physical security of critical facilities. These measures include plans to meet 
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national and local transportation problems incident to enemy attack on the 
continental United States, including preattack, attack, and postattack conditions. 

(d) Assembly and maintenance of statistics of available transport, storage, and 
port facilities and capacities. 

Many of these programs and activities stem, not from the actual provision 
and maintenance of domestic transport, storage, and port services themselves, 
but rather from the necessities of the whole defense production effort and the 
activities and programs of the various emergency agencies of the Government 
performing functions under the Defense Production Act of 1950 as extended. 
Hence the activities and programs of DTA are related and should be integrated 
with those of the control agencies of the Government operating on behalf of the 
defense production effort rather than to any particular localized action such as 
the recent Korean emergency. 

So long as any priority considerations exist giving the Military Establishment 
and the Atomic Energy Commission first preference with regard to the use of 
materials in critically short supply, it will be necessary to have at least a skele- 
ton staff operating for DTA in discharging its responsibilities as a control and 
claimant agency to maintain continuous relations with the various segments of 
the transport, storage, and port industries, and to take all proper steps to insure 
the continuity of transportation, storage and port efficiency as related to current, 
stepped-up, and full mobilization requirements. 

Stated in another way, as long as defense activities of the Government con- 
tinue to exert an influence upon domestic transport, storage, and port equipment 
facilities and operations, DTA must maintain a small but capable staff to assure 
that domestic transport, storage, and port activities are properly correlated with 
such other activities. 

Requirements of the military for transport, storage, and port services within 
the continental United States as well as the Territories and possessions, and 
similar requirements of other agencies engaged in defense production, do not 
constitute the sole problem with which DTA must cope. From all indications, 
there will be continuing problems in the future, growing out of this Nation’s 
relationship with foreign governments, Among these are commitments embodied 
in the North Atlantic Treaty Organization. We are still engaged in cooperating 
with the Foreign Operations Administration and other agencies engaged in 
foreign activities of various sorts. All of these activities have an effect on the 
defense effort, regardless of the present true in Korea. 

Sufficient staff must be available for DTA to analyze transport, storage, and 
port problems related to such projects and movements; to be available for proper 
coordination of domestic transport and storage operations with ocean shipping; 
to stimulate consideration of increased efficiency in the use of equipment and 
facilities; and to be available for emergency rerouting or diversion of port 
traffic in times of disaster, natural or otherwise. 

A survey team has visited and surveyed transportation, storage, and port 
facilities of Puerto Rico, Hawaii, Guam, and Alaska. From observations made 
during these surveys it is evident that additional consideration and effort, 
because of transportation, storage, and port facility shortages, is necessary for 
effective transportation mobilization, particularly in Alaska and Puerto Rico. 
The extent of activity, however, will depend on congressional policy, executive 
coordination and interagency action with regard to transportation, storage, and 
port facilities in the Territories and possessions, 


ADVANCE MOBILIZATION PLANNING AND CIVIL DEFENSE 


In addition to activities concerning current problems certain responsibilities 
have been delegated to DTA with respect to advance mobilization planning, 
including transportation problems incident to enemy attack on the continental 
United States. This particular area of responsibility is assuming importance 
within DTA, since operational plans must be in such a state of readiness that 
they can become immediately activated should a full-scale emergency occur with- 
out warning. Therefore, development of broad concepts of control must be 
extended to provide detailed organizational patterns together with procedures 
and authorized channels of communication. 

Transportation and its associated activities cut across the entire civilian and 
defense economy. Many Government agencies and almost all industries depend 
upon the ability to move men and material effectively at a sufficient rate to 
maintain proper balance between production and consumption. Under these 
circumstances, any transportation plan which provides for operational readiness 
in an emergency, presents a complex problem because of many factors and 
conflicting interests which must be coordinated and brought into focus. 
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Advance mobilization planning for transportation, storage, and port activities 
can be grouped into three major classifications: (1) Determination of full mohil- 
ization requirements; (2) development of standby orders, regulations, and pro- 
cedures for full mobilization; and (3) participation in the development of a 
standby organization, from the national to the local level capable of effecting 
necessary transportation controls under either mobilization or attack conditions 
or both. 

With respect to the determination of full mobilization requirements, economic 
studies must be made to determine the amount and distances that men and 
materials will have to be moved under various assumed conditions. This involves 
an analysis of production capacity, its calculated rate of acceleration, probable 
changes in distribution patterns that may result in longer hauls and alterations 
in the movement pattern of personnel. This type of study presents a serious 
problem because the required facts must be gathered and estimated in advance 
from many different sources of information and evaluated in the light of com- 
petent opinions as to conditions that will prevail during progressive stages of 
the wartime economy. 

For example, should the transportation pattern change materially, what will 
the new pattern be and to what extent will it increase hauling distances? Since 
increased hauling distances means that more equipment will be needed to move 
the same amount of material, the effect of such an altered pattern will be of 
major importance in determining full mobilization requirements. Following 
such an analysis, it then becomes necessary to translate the conclusions into 
actual pieces of transportation equipment and, if existing equipment is insuf- 
ficient to meet requirements, a program will have to be developed to provide 
realistically for the deficiency and thereby assure an adequate mobilization 

With respect to the development of standby orders, regulations, and procedures 
for full mobilization control, some of the standby orders and regulations have 
already been completed by DTA but further action is required to establish and 
coordinate control procedures. Development of these procedures is dependent 
to a great extent upon first determining the structure of the wartime transport 
control organization that will effect the necessary transportation, storage, and 
port controls. 

The solution to this problem is not only complex but time-consuming. It in- 
volves a working relationship between Government agencies, producing indus- 
tries, Government control agencies, various segments of transportation, storage, 
and port industries, and local, State, and Federal civil defense agencies. It 
also involves the relationship between movement of traffic into and around 
attacked areas and traffic in other areas. 

Such an organization composed of lederal, State, and local government agen- 
cies and industry groups presents a number of divergent requirements, such 
as: it must provide a medium for all interested parties, many with diverse in- 
terests, to express their needs on a day-to-day basis, yet not be too big and 
unwieldly ; it must provide for a national system of reporting available facilities 
at frequent intervals sometimes daily as in the case of direct enemy attack), 
yet, notwithstanding the many millions of vehicles and hundreds of thousands 
of owners involved, the reporting system must be such that current information 
can be analyzed in a matter of hours with limited personnel; compensation for 
emergency use of vehicles must be provided for with adequate protection of 
Government funds, yet the system must be simple enough to allow untrained 
personnel to obligate funds without redtape, together with methods of rapid 
reimbursements, since many small business operators cannot carry accounts 
payable for too long a period. It must provide for a standby organization of 
men and women trained to take immediate action as a national team, with 
funds for personnel services prior to the actual emergency limited to only a few 
people. The organization must be such that units at all geographical levels be 
welded into a single team, yet in the event of communication failures each unit 
must be able to act as an autonomous body. Civilian personnel at all levels 
of operation must be aggressive leaders with adequate initiative to get the job 
done regardless of circumstances, yet, they must be able to accept blind orders 
from higher levels with an almost strictly military discipline ; units at the various 
levels of operation must be representative of all interested parties, with effective 
centralized control, and conflicting demands must be settled quickly and firmly. 

Finally, the standby organization embracing the components of Government 
and industry must be brought into single focus with the various city, county, and 
State governments, including Territories and possessions, each with local interests 
and divergent requirements, This becomes particularly difficult because of the 
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primary concern of officials at local levels with problems that may be caused © 
by possible atomic attack on their own communities rather than overall national 
problems. The fusing of such an organization and the development of detailed 
streamlined procedures which have to be flexible enough to meet various possible 
ne requires not only time but firm, experienced, and courageous leader- 
p. 
DTA ORGANIZATION 


To the extent that defense and mobilization planning activities are exercised 
by other agencies of Government, DTA must continue its own operation with 
personnel properly integrated in a flexible organizational structure. This is of 
primary importance because it is necessary to: (1) Maintain the identity of 
DTA’s individual areas of interest and responsibility in the domestic transport, 
storage, and port services; (2) provide salient, identifiable points of contact 
for each of the industries so that there may be no misconception as to DTA’s 
regard for their equal significance and importance; (3) insure that all problems 
in a given field of activity, even though they may become few and scattered, 
will continue to receive the attention of persons experienced in the several fields 
of responsibility; and (4) insure competent, specialized, identifiable, and con- 
tinued participation in requisite interagency activities, including civil defense. 

The change in type of control by a mobilization agency does not of itself re- 
lieve DTA of the responsibility for maintaining the effectiveness of the instru- 
mentalities of transport, storage, and port services for which it is responsible 
in the whole mobilization scheme. In other words, someone must claim and 
advocate the flow of critical materials, financial incentives, and manpower to 
the agencies of domestic transport, storage, and port activity, regardless of 
whether the Nation is operating under CMP or the more limited defense ma- 
terials system. Also, organization must be prepared to meet the flexible de 
mands by the military for transport movement as the production phase of 
mobilization develops. 

RELATIONS WITH THE ICC 


This estimate for the Defense Transport Administration does not include an 
estimate for a working fund, as heretofore provided, even though to a modified 
extent working agreements are still in effect whereby DTA will utilize the 
Bureau of Service, Bureau of Motor Carriers, Bureau of Water Carriers and 
Freight Forwarders, and the Bureau of Administration, as may be warranted 
according to conditions. Because general collaboration and cooperation will 
continue between DTA and ICC it may be desirable and necessary to make some 
reimbursement on a case basis to the ICC for services rendered DTA in the 
performance of its functions, particularly with respect to civil defense in the 
event it is more advantageous to the Government for DTA to work through ICC 
rather than establish a DTA field staff in the seven FCDA regional offices. 


OFFICES OF THE ADMINISTRATOR AND THE DEPUTY ADMINISTRATOR 


Mr. Puturs. Now we get to the Office of the Administrator and 
page 16 will be inserted in the record. 
(The page referred to is as follows :) 


Office of the Administrator 
Total personal services: 
Fiscal year 1954: 
Positions 


Amount 
Fiscal year 1955: 
Positions 
Amount 
Comparison 1955 with 1954: 
Positions 
Amount 


The Administrator formulates overall policies for and administers programs, 
orders and controls to effect the mobilization of domestic surface transportation, 
storage and port facilities and to provide claimant agency service to these indus- 
tries to enable them to obtain skilled manpower and critical materials, equipment 
parts and services for use in the maintenance, repair, construction, and expansion 
of such facilities to meet the needs of the national defense effort. 
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Office of the Deputy Administrator 


Total personal services: 
Fiscal year 1954: 
Positions 


Fiscal year 1955: 
Positions 
Amount 
1955 with 1954: 


The deputy to the Administrator shares in the direction of the Administration, 
and assumes full responsibility during that portion of the Administrator’s time 
spent as Commissioner on regular ICC activities, or when the Administrator is 
absent. 


Mr. Puuuies. Mr. Knudson, you show 26 employees plus yourself, 
26 classified positions plus your own as a member of ICC ex officio, 
Administrator, DTA. 

Mr. Knupson. My salary is paid from the Interstate Commerce 
Commission. 

Mr. Puuiuirs. Are there any other salaries paid from other sources 
besides yours ? 

Mr. Knupson. No. 

Mr. Put.res. You have four people in the Office of the Adminis- 
trator and Depyty Administrator, in each case consisting of the of- 
ficer himself and one secretary. 

Mr. Barker. We made a special tabulation on page 3 which shows 
the breakdown by office. 

Mr. Putiures. We have put that in the record. 


OFFICE OF THE GENERAL COUNSEL 


We now turn to page 17, which is the Oilice of the General Counsel, 
and Mr. Silver, the General Counsel, will tell us just what his fune- 
tions are. Is your function that of counsel to the Defense Transport 
Administration, or do you have functions beyond that of an attorney 
advising his clients what they can and cannot do? 

Mr. Strver. I am legal adviser to the Administrator in connection 
with all his duties, and that involves the things that are listed there. 
All regulations and orders are drafted by me, and appearances before 
congressional committees. If litigation arises which involves DTA 
interests, I have to make the necessary investigation or supervise it. 

Mr. Puturs. Your office consists of yourself and one secretary? 

Mr. Strver. Yes. 

Mr. Knupson. May I say one word. Here is a gentleman who went 
all through World War II with Colonel Johnson. He helped draft 
the so-called Johnson report on which we relied when we set up the 
Defense Transport Administration. He knows this whole job of 
mobilization, transportation, and defense better than he knows the 
palm of his hand. His work is not only as legal adviser. He is 
doubling in a dozen or more quasi-administrative activities, and I rely 
on him very extensively in matters of administration, so it is not 
fair quite to characterize him only as legal counsel. 

Mr. Pues. The reporter will insert page 17 in the record. 
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(The justification referred to is as follows :) 


Office of the General Counsel 
Total personal services: 
Fiscal year 1954: 
Positions 2 
Amount $18, 225 
Fiscal year 1955: 
Positions 2 
Amount —__ $18, 225 
Comparison 1955 with 194: 
Positions 
Amount 


In order to continue or to carry on those functions of DTA hereinbefore de- 
scribed for the fiscal year 1955, certain legal services of a specialized nature 
will be required. Such services can be more economically and efficiently pro- 
vided by the present small staff of the Office of the General Counsel. 

These services involve: (1) Legal research and the giving of formal and in- 
forma! legal advice; (2) the formulation and drafting of regulations, directives, 
statements of policy, proposed legislation, ete.; (3) formulation and guidance in 
the use of legal procedures; (4) participation in the development and drafting 
of proposed legislation, Executive orders, and regulations proposed by other 
Government agencies; (5) preparation for submission by the agency of com- 
ments upon pending or proposed legislation, Executive and other orders and 
regulations; (6) marshaling information and preparation of statements for 
presentation to, and appearance at hearings before Congress or other Govern- 
ment agencies; (7) review of Congressional Record, Federal Register, legal pub- 
lications and releases, and reporting upon matters therein bearing upon functions 
and programs of the agency; (8) liaison with congressional committee staffs, 
the Interstate Commerce Commission, the Department of Justice, Defense, 
Commerce, Interior, other Government agencies, and industry and trade asso- 
ciations on legal matters; (9) assistance in the development and review of pro- 
posed voluntary programs and agreements under section 708 of the Defense 
Production Act, 1950, as amended; (10) assisting the Department of Justice in 
any litigation involving DTA responsibilities; and (11) enforcement of, and 
securing compliance with, regulations or orders issued by DTA. 

During fiscal 1955, the General Counsel will represent DTA in the discharge of 
additional responsibilities imposed on DTA by ODM pursuant to a report on 
civil defense transportation adopted by the ODM Committee on Defense Trans- 
portation and Storage, and approved by the Director of ODM. The General 
Counsel has been designated as a member of a working group, consisting of 
representatives of Government departments and agencies having a direct in- 
terest. It has been given the task of formulating plans and procedures to meet 
problems with respect to domestic transport, storage, and ports incident to enemy 
attacks on the continental United States, including postattack rehabilitation 
of such facilities. 


OFFICE OF THE ADMINISTRATIVE OFFICER 


Mr. Pures. You have the Office of the Administrative Officer. 
Is that Mr. Barker? 

Mr. Knupson. Yes. 

Mr. Pxutures. Four people are requested for next year. 

Mr. Barxer. Yes. One is a record management officer, 1 a prop- 
erty and supply clerk, and 1 is a secretary. 

Mr. Priutrs. That is the housekeeping job of the agency ? 

Mr. Barker. Yes. 

Mr. Prius. Page 18 will be inserted in the record. 

(The justification referred to is as follows :) 
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Office of the administrative officer 


Total personal services: 
Fiseal year 1954: 
Positions 


Fiscal year 1955: 
Positions 
Amount 

Comparison, 1955 with 1954: 
Positions 
Amount 


The administrative officer is responsible for planning, directing, and coor- 
dinating administrative management policies, programs, and procedures; serves 
as information and liaison officer with respect to the press and public relations; 
serves aS manpower representative; and provides advice and assistance to the 
Administrator on policy and programs to insure the integration of DTA pro- 
grams and functions internally in relation to the mobilization of domestic trans- 


port, storage, and port facilities to meet the overall defense and essential civilian 
requirements. 


MOBILIZATION AND TRANSPORT SPECIALISTS 


Mr. Puiiuies. We come to “Mobilization and transport specialists.” 
The reporter will insert pages 19 through 27 in the record. 
(The material referred to is as follows :) 


Mobilization and transport specialists 


Fiscal year 1954 Fiscal year 1955 with 


Positions Amount Positions Amount Positions 


Classified 8 q 
Consultants (w. a. @,)_.....--- i 20, 000 (4) 
Consultants (w. 0. ¢.)...------ 4) (4)! 


EQUIPMENT AND MATERIALS 


These activities have been reduced to nominal proportions but are nevertheless 
concerned with review and analysis of domestic surface transport, storage, and 
port requirements and involve: 


(1) Defense materials system 


Under the defense materials system, whereby priorities are granted only to the 
Defense Department, the Atomic Energy Commission, and to direct defense- 
supporting activities such as the manufacture of avgas and the production of 
electric power for the Atomic Energy Commission, certain steel products used 
heavily in transportation may be in short supply. For instance, production of 
ammunition for the Army and the Navy require use of the same mill facilities that 
produce rail. Railroad rail has been in short supply for several years with the 
consequence that there is, at the present time, a considerable amount of deferred 
maintenance in railroad track. It will be necessary to assure full production of 
rail for the next several years to prepare and keep railroads ready for full 
mobilization. Wide plate, heavily used also by the Department of Defense and 
the Atomic Energy Commission, is another item that may remain in short supply 
and continued availability of an adequate supply of wide plate for transportation 
uses is essential. 


(2) Mobilization readiness 
(a) Compilation of historical statistics developed by CMP and other control 
programs.—It is expected that the historical statistics developed by CMP will 


require interpretation and evaluation, as pertains to thorough mobilization readi- 
ness, which will stretch well into fiscal year 1955. 
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(b) Standby orders, regulations, and procedures (full-mobilization control) 
system.—ODM is supervising the preparation of “standby” orders and regula- 
tions for full mobilization and a number of these orders and regulations will have 
an effect on transportation. It will be necessary for DTA to review them and 
advise of any potential adverse effects on the maximum utilization of transpor- 
tation. In addition these orders will have to be implemented by DTA with spe- 
cific standby controls affecting transportation activities. 

(c) Full mobilization requirements and resources (feasibility test).—Full 
mobilization requirements are now under preparation but it appears unlikely 
that the essentiality of requirements for transportation can be fully coordinated 
with resources until late fiscal year 1954. As a matter of fact, any such feasi- 
bility test is almost bound, in the nature of things, to be a continuing process as 
conditions change, until mobilization actually occurs. 

(d) Specific industrial deficiencies under full mobilization.—It is well known 
that the freight car and the railroad motive power fleets are not large enough 
to handle the traffic of full mobilization. 

(e) Standby statistics—current production and distribution.—It will be neces- 
sary to keep track of current production in order that an accurate census of 
transportation facilities will be available at the time of full mobilization. 

(f) Advance mobilization planning—In the event of enemy attack or other 
serious emergency, means must be devised to promote the greatest possible 
resistance to interruption in the operation of the transportation, storage and 
port plant and the maximum operating flexibility under such conditions together 
with plans for postattack rehabilitation. 


Manpower 


Manpower activities involve carrying out the Administrator's delegation and 
responsibility for advance mobilization planning. In this connection, DTA 
is actively engaged on interagency committees organized for the purpose of 
developing mobilization plans for manpower controls. DTA _ representations 
are also made to the Interagency Committee on Essential Activities and Critical 
Occupations to provide assurances that transport industries and supporting 
occupations will not be deprived of essential personnel necessary for minimum 
safe operation. 


Railroad 


Railroad transport activities consist of advance mobilization planning with 
respect to supervision of the movement of freight and passenger traffic, con- 
servation of railroad transport services and facilities and determination pre- 
sentations of the needs of the railroad industry with respect to equipment, 
facilities, materials, repair parts, fuel, and other supplies and manpower. To 
date, an important factor in this work has been the shortage of freight car 
equipment and it appears that shortages may be expected to recur particularly 
when emergency conditions arise. DTA by working in close harmony and 
cooperation with the Bureau of Service of the Interstate Commerce Commis- 
sion, has been taking steps through direct and indirect control measures to 
insure conservation and provident utilization of the Nation’s existing car supply. 
In the event of full mobilization it is essential that programs and directives 
be in readiness for such traffic controls as may be required to move high priority 
property and passengers with reasonable dispatch. 


Street and highway 


Street and highway transport activities consist of advance mobilization plan- 
ning with respect to direction and control over street and highway transport 
operations and facilities including passenger transportation by rapid transit, 
street railway, interurban railway, trolley buses, school buses, ambulances, 
hearses, and private automobiles, and property carrying facilities, including 
for-hire carriers, private carriers, and farm vehicles. In general, the work 
involves the anticipated transportation services required of the street and high- 
way transport industry which must be predicted and programs developed in 
consideration of proper alterations to meet whatever conditions arise. 

Also, information must be assembled and evaluated currently to provide a 
basis for necessary steps which can be taken, in the event of full mobilization, 
to immediately obtain the allocation of such essential materials as may ‘“e 
required by manufacturers to provide equipment, materials and supplies to meet 
the needs of the transport industry. In the event of full mobilization it is 
essential that programs and directives be in readiness for such traffic controls 
as may be required to move high priority property and passengers with reason- 
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able dispatch. Programs, policies and standards dealing with allocation or 
rationing of end products must be drafted in advance to enable prompt action 
which will assure such items being available to essential users on either a local, 
regional or national scale. 


Inland water 


Inland water transportation activities will be concerned with measures to 
insure that the Nation’s inland waterways’ vessels and Great Lakes carriers, 
including terminals and other inland waterfront facilities, are prepared to meet 
the demands for transportation which are placed upon the industry during the 
current defense period; and advance planning to assure that the industry will 
be prepared to meet the extraordinary demands which would accompany a full 
mobilization. 

In order to achieve the aforementioned objectives, it will be necessary, from 
time to time, to review and recommend revision of current expansion goals; to 
assemble and analyze statistics with respect to present, and anticipated future 
demand for Greak Lakes and inland water transportation, including full mo- 
bilization requirements; to make surveys to determine the extent to which new 
equipment is being built, or is scheduled for construction; to render technicai 
advice and make recommendations with respect to accelerated tax amortization 
and defense loans; to formulate and evaluate mobilization policies and pro- 
grams relative to inland water transportation; to maintain personal contacts 
with other governmental agencies, trade associations and industry representa- 
tives, who have interests in inland water transportation and to work with these 
groups to develop measures necessary to assure the continuity of inland water 
transportation and provide for physical security of critical facilities; and to 
serve on governmental and industry committees. 


Warehousing and storage 

Warehouse and storage activities will be concerned in the main with the 
development of full mobilization requirements and the ability of the storage 
system to meet these requirements. Of primary importance will be the develop- 
ment of readiness plans and measures necessary to assure the physical security 
and the continuity of such storage services, as an adjunct to transportation, under 
full mobilization conditions. This involves a continuation of relations with the 
several segments of the storage industry, i. e., general merchandise, refrigerated, 
grain elevators and bulk-liquid storage (other than petroleum), to assure the 
adequacy of such facilities and the maintenance of the mobilization base. These 
plans must be coordinated with other Government agencies that are large users 
of storage services and with the requirements of the essential civilian economy. 
This also requires consideration of possible demands of the military for more 
commercial space than it is now using, as well as consideration of critical 
periodic demands of the civilian economy. In addition the warehousing and 
storage activities will involve consideration of expansion goals and the sub- 
mission of recommendations respecting accelerated tax amortization and defense 
loan applications covering warehouse facilities. 


Port utilization 


Port utilization activities include continuation of advance mobilization plan- 
ning directed toward protecting and providing adequate port capacity, and plan- 
ning the most efficient use of port facilities and manpower in the event of full 
mobilization, or enemy attack; correlation of the port activities of interested 
Government agencies, through the functioning of the DTA Interagency Commit- 
tee on Port Utilization; and rendering of necessary technical advice in connec- 
tion with mobilization requirements, expansion goals, accelerated tax amortiza- 
tion, and defense loan activities in the interest of providing adequate port facili- 
ties essential to the national defense program. 

Generally, it is expected that current traffic movements of various commodities 
through port areas will remain fluid. It is planned, however, to maintain a close 
watch on export and import traffic movement trends in order to be ready to adopt 
effective measures if unusual export or import demands arise. Industry will be 
encouraged to make surveys of pier congestions in order to develop better operat- 
ing methods and practices in the interchange of freight between motor carriers 
and steamship lines to reduce waste of time and expense in effecting such inter- 
changes. To accomplish these aims, representatives must work with local port 
groups to point out the benefits of such surveys and to participate in conferences 
on problems arising during various phases of such cooperative efforts. 
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An important function with respect to ports yet to be completed relates to 
advance planning, including development and submission of full mobilization 
requirements, study of port controls, organization of local port committees, de- 
velopment of conservation measures, and the development of an overall plan 
to provide for the use of alternate ports in case of surprise attack, war, or 
natural disaster affecting the major ports of the country. This port plan will 
also be concerned with measures necessary to assure the continuity of port oper- 
ations and provide physical security of critical facilities. 


Territories and possessions 

The activities with respect to Territories and possessions during the fiscal 
year 1955 will be primarily concerned with advance mobilization planning, review 
of current transportation, storage, and port conditions, and assistance in obtain- 
ing accelerated tax amortization and defense loans for industries interested in 
applying for such benefits. This will entail the collection and current evalua- 
tion to supplement conditions revealed by preliminary surveys in Puerto Rico, 
- Hawaii, Alaska, Guam, etc., in order to provide accurate information and valid 
recommendations concerning program action which DTA should take in any 
emergency, be it either partial or full mobilization. 


Civil defense 

DTA activities and responsibilities in connection with transportation problems 
incident to enemy attacks on the continental United States have been fixed by 
agreement with the Federal Civil Defense Administration, Department of De- 
fense, Department of Commerce, and other interested Government agencies. By 
virtue of the agreement, which has the approval of the Director of the Office of 
Defense Mobilization, there is now in existence an ODM Working Group on 
Transportation Problems Incident to Enemy Attacks on the Continental United 
States, This group will devote much thought to transportation during times of 
civil-defense emergency and to the cooperation of the various claimant and con- 
trol agencies of the defense mobilization structure in an effective concerted plan 
of action to cope with such emergency situations. Pursuant to the terms of the 
agreement, DTA in cooperation with the ICC has designated field representatives 
in each of the seven FCDA regional offices to serve on interagency advisory 
panels. These Government panels and industry advisory panels will assist the 
FCDA regional director in developing suitable plans and procedures for handling 
civil defense transportation requirements originating within the region. Also, 
in line with the agreement, DTA has designated a member of its staff to serve 
at the Federal level on the Interagency Advisory Committee to FCDA Trans- 
portation Office. 

Further, FCDA has assumed the responsibility of encouraging and promoting 
the establishment of Government advisory committees in each State and in those 
localities which are significant to the national traffic pattern, These committees 
will require DTA liaison representatives to participate in developing State and 
local civil defense plans. The State and local committees have not been acti- 
vated, but from the standpoint of DTA there will be additional budgetary con- 
siderations when this program reaches operating significance. 

A DTA Policy Manual for Transportation under conditions of civil defense 
emergency has been approved by ODM and issued November 2, 1953. To imple- 
ment this policy manual DTA has proposed an organization manual covering 
Federal, State, and local governments and industry, the draft of which is now 
pending approval by the ODM working group. 

Personnel will be required to support the activities of the DTA representatives 
on the ODM working group and the Interagency Advisory Committee to the 
FCDA Transportation Office. Also, staff will be required for handling DTA 
contacts with the several transport, storage, and port industries at the national 
level. In addition, field personnel will be required to serve on the seven civil 
defense regional cooperating panels on transportation. 

In connection with personnel for civil defense activities it should be noted 
that under the DTA object classification, 07—services to be performed by other 
agencies—there is an estimate of $50,000 which is intended to be used as reim- 
bursement to ICC, on a case basis, for personal services rendered in the per- 
formance of liaison work for DTA. The ICC provided for the receipt of this 
reimbursement in its budget estimate for 1955. However, if this arrangement 
— ay be impractical under operating conditions, DTA will establish its own 

eld staff. 
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‘Advance mobilization planning 

In addition to the activities and responsibilities referred to under the heading 
“Cvil defense,” the Office of Defense Mobilization has delegated to DTA certain 
responsibilities concerning other phases of advance mobilization planning. These 
activities, covering domestic surface transportation, storage, and port facilities. 
can be summarized as (1) determining total requirements to be placed upon the 
facilities under full mobilization conditions ; (2) determining distribution of total 
traffic among different types of domestic surface transportation; (3) estimating 
capacity and deficiencies of the present transportation plant under full mobiliza- 
tion conditions as well as requirements to overcome said deficiencies; (4) de- 
veloping plans to assure maximum transportation performance under full mobili- 
zation conditions and directing such performance toward the most urgent re- 
quirements presented at that time; (5) coordinating transportation plans with 
production programs incident to possible loss and disorganization of production 
capacity; (6) developing plans for application during the preattack period to 
provide for security of communication, operating facilities, operating personnel, 
operating headquarters, and operating units; (7) developing plans for the rapid 
restoration of transportation capacity to the level of postattack requirements in 
the priority dictated by those requirements. 

The problem of determining transportation, storage, and port requirements 
under full mobilization conditions involves the need for technical and clerical 
personnel support at the national level to analyze anticipated production re- 
quirements and capacity together with possible changes in production areas and 
distribution patterns. Production requirements will then have to be translated 
into actual transportation needs in terms of ton-miles together with the overall 
division of total workload among the different types of surface transportation. 
It will then be necessary to further translate these latter figures into actual 
pieces of equipment needed by each type of transportation. Should these analyses 
develop apparent deficiencies in the transportation plant, programs will have 
to be initiated by DTA to provide methods for overcoming anticipated shortages 
and thus sufficiently broaden the mobilization base so that adequate transporta- 
tion, storage, and port eapacity will be available to move personnel and material 
in support of a war effort. 

Plans will also have to be made by personnel at the national level to provide 
for necessary controls and procedures that will be required under full mobiliza- 
tion conditions to assure maximum efficiency in use of transportation equipment 
and to direct the available capacity to satisfy the most urgent requirements pre- 
sented at that time. Some of the proposed orders and regulations have already 
been prepared by DTA, but detailed forms, procedures and channels of communi- 
cation will have to be developed after coordination of the overall transportation 
plan is finalized on an interagency level. To accomplish this objective, staff will 
be needed to contact other Government agencies, and the several transport, 
storage, and port industries at the national level. 

While manuals covering the protection of critical facilities for the railroad, 
street and highway, and warehousing industries have been prepared, in cooper- 
ation with industry representatives, the manual for port facilities has not yet 
been prepared, nor have any of the manuals been approved for publication. 
Additional work is also required to develop interest on the part of industry to 
take necessary measures for effecting the suggestions contained in these manuals. 
This phase of the facilities protection program involves voluntary action by in- 
dustry to institute preattack measures for minimizing damages to their facilities 
during an emergency and it requires contact with industry representatives in 
order to create the necessary interest on their part to take the required action. 
Another phase of the facility protection program during the preattack period is 
the evaluation of highly critical facilities, the protection of which will require 
firm action by both government and industry during periods of impending dis- 
aster. In ths connection DTA will continue to supplement information already 
furnished to the Industry Evaluation Board of the Department of Commerce 
covering transportation facilities that should be classified as highly critieal. 

DTA is also charged with responsibility for developing plans for the rapid 
restoration of transportation capacity that may be destroyed as a result of direct 
enemy attack on the continental United States or through sabotage. Such plans 
must provide for a method of field reports to a national headquarters covering 
a description of the damage, cost of repairs in terms of manpower and ecritieal 
materials, effect of the damage on local transportation requirements and time 
required to restore the facility. Provision must also be made at the national 
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level for quickly evaluating these reports, to (1) determine the national impact 
of the damage; (2) determine necessary action to divert traffic around the 
damaged area; (3) estimate total requirements for critical materials to restore 
destroyed capacity ; (4) obtain the allocation of necessary manpower and critical 
materials from the appropriate Government agencies, and (5) determine the 
level of capacity that will be restored in the light of manpower and materials ap- 
proved for allocation. In addition, this planning activity involves the problem 
of obtaining a determination of the national policy and method of financing the 
costs of restoring damaged facilities. 

Mr. Puutiies. This is the first of your functional groups, and I 
think you could give us a very simple statement of what you do now, 
not what you were required to do in time of hostilities or when you 
were first set up, but what your agency will do in 1955. 

Mr. Knupson. Yes, sir. I think that is entirely pertinent. 


GRANTING OF PRIORITIES 


Mr. Puiuirs. Do you grant priorities? 

Mr. Knupson. We do not grant priorities. The materials short- 
ages and all of the work attendant thereto is quiescent for the moment 
and I hope it will stay that way. : 

Mr. Prius. Then the statement on page 19 is past history? 

Mr. Knunson. It is past history only to this extent, that there are 
still spot occasions when a shipbuilder, let us say, cannot get a com- 

nent part without some prod from us, or where a railroad car build- 
ing shop is in similar trouble. We still exercise a little expediting in 
this field, but that is a minor part of our activities. 

Mr. Preuurrs. Would you not say that ODM had about justified 
their own budget in about the same words you used on page 19 and 
up to the middle of page 21% Is there not considerable similarity 
between their activities and yours in items “a” to “f,” inclusive ? 

Mr. Knupson. I have not seen their justification. The answer is 
“Yes,” but theirs is at the policy determination level and we are 
charged with carrying out the policies they make. 


RAILROAD TRANSPORT ACTIVITIES 


Mr. Puuuirs. The railroads, I think, we understand pretty thor- 
oughly, except that you have not a great deal to do in that field right 
now. 

Mr. Knvnson. Do not pass that over too lightly, because there is 
still a pressing need for the completion of the freight car and dieseliza- 
tion programs and there is a pressing need in the passenger-carrying 
field. For the past 2 or 3 years I have been struggling with the mili- 
tary for an estimate of its mobilization passenger carrying capacity 
requirements. If we should have an emergency we would be seriously 
handicapped in the movement of troops and civilians. To charac- 
terize the railroad interests as no longer pressing is not so. 

Mr, Purttutps. I have been reading very interesting articles lately 
that would indicate the railroads do not have much money to advance 
construction, no matter what you recommend. 

Mr. Knupson. That is exactly right, and the question arises what 
alternative steps should be taken. We may have to recommend that 
some stockpiling of passenger-carrying equipment at the expense of 
the Military Establishment be undertaken. 
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Mr. Putuirs. Do you not think you would get more practical 
results by letting Mr. Young buy the New York Central stock than 


by eng these plans on a drawing board? I think he would 
produce results. 


Mr. Knupson. I think he produces ideas. 


INLAND WATEB TRANSPORTATION ACTIVITIES 


Mr. Putuirs. I presume the same situation is true with respect to 

inland water as to Siadeenaye’ 

Mr. Knupson. Inland water mobilization preparation is in fairly 
ood condition. There may be use for a few more tugs and barges 
1ere and there, but the bringing down of ore from the head of the lakes 

this year was the greatest in history, and I am sure they could meet 

the Leahnsiite for a pretty big mobilization. So our function as to 
inland water is just to see that it stays that way. 

Mr. Patties. What puzzles me is what this agency had to do with 
the amount of activity of inland vessels and carriers; what difference 
would it have made in last year’s record if you had not been there at 
all and this work had been done by ODM and the Interstate Com- 
merce Commission ? 


Mr. Knupson. A great deal of it was done by the old Defense Pro- 
duction Administration. 

Mr. Puiuies. Why do we not give you a few extra clerks and statis- 
ticians in the Interstate Commerce Commission and let the work be 
done there ? 

Mr. Stiver. We only have one inland water specialist now. 

Mr. Knupson. The Interstate Commerce Commission, in my opin- 
ion, should not get into this operational field. The Interstate Com- 
merce Commission is a regulatory agency. 
wt Puturs., Then we will transfer them toODM; how would that 


Mr. Knupson. Wherever you transfer them you will have to spend 
money to administer. 


WAREHOUSING AND STORAGE FACILITIES 


Mr. Pures. We go to warehousing and storage. It seems that 
every agency is doing something about warehousing and storage. 
Mr. Knupson. Our warehousing activity is very limited indeed. 


Mr. Puuurs. How many people are working in that field ? 
Mr. Barker. One consultant works 2 days a week on call. 
Mr. Knupson. The refrigerated warehousing 


expansion. Dry warehousing is adequate for 
future needs. 


oy still needs some 
all present and some 


PERSONAL SERVICES 
RAILROADS 


Mr. een How many people will work on the railroad function 
in 1955 

Mr. Barker. You mean our estimate for 1955? 

Mr. Puuuirs. Yes. 

Mr. Barger. We have none there on a classified basis. 


Mr. Knupson. We will hire a consultant who is already working 
with us this year. 


| 
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STREETS AND HIGHWAYS 


Mr. Pures. How about streets and highways? 
Mr. Barker. In classified positions none, but we will have a con- 
sultant on call. 


Mr. Puiures. The same as in warehousing and storage? « 
Mr. Barker. Yes. 


USE OF CONSULTANTS 


Mr. Puturres. How many consultants do you have on the payroll? 
Mr. Barker. $20,000 for 2 man-years of consultants at $10,000 a 
year or 4 w. a. e. consultants half time. 


INLAND WATER 


Mr. Puitiies. What about inland water? 

Mr. Barker. We do not have a consultant on that. 

Mr. Knupson. We have one transportation specialist on that, grade 
14. 

Mr. Barker. He doubles in brass for tax amortization. 


PORT UTILIZATION 


Mr. Puuirs, What about port utilization? 

Mr. Knupson. Such activities as are necessary in this field are being 
superintended by Mr. Silver and a Port Utilization Committee con- 
sisting of representatives from the Department of the Interior, De- 
partment of Commerce, and the Department of Defense, of which I 
am chairman ex officio. 


TERRITORIES AND POSSESSIONS 


Mr. Puiurrs. What about. Territories and possessions? _ 

Mr. Knupson. We have one man designated as Special Assistant, 
grade 14, who has been to Puerto Rico, Hawaii, and Alaska, and who 
is keeping in touch with all these insular areas. 


ADVANCE MOBILIZATION PLANNING 


Mr. Putturs. You have told us, in answer to other questions, about 
what you have to do in connection with civil defense. How many 
people are working on that ? 

Mr. Barker. That is spread among the residual staff. 

Mr. Stiver. I happen to be the DTA representative on that working 

oup. We are making plans to handle transportation problems 
incident to enemy attack on continental United States. That requires 
me to consult with the railroad man, the inland water man, and all 
the rest of the staff. Nobody has been assigned to me specifically 
except one transportation specialist. 

Mr. Pxutiirs. How about Advance Mobilization Planning? 

Mr. Strver. That is what we are talking about. 

Mr. Putures. I was talking about civil defense. 

Mr. Sriver. That is part of it. 
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Mr. Puituirs. Do you think you have need for eight people working 
on Mobilization and Transport ? 

Mr. Sitver. Yes. 

Mr. Barker. There are only four professionals. 

Mr. Puittirs. What results are you getting? 

Mr. Knupson. That is a good question because I think we are one 
of the agencies who have A 


CIVIL DEFENSE 


Mr. Strver. The function of the working group is to establish 

broad policies, organizational plans and procedures. A transportation 
olicy manual was issued by DTA which has been circulated to the 

industry, to all the regional offices of civil defense, and to the civil- 
defense offices in all of the States. It is now being considered as a 
bible in that field. Among those eight people there was also prepared 
a manual for the organization. 

Mr. Pures. How many of those have you distributed? 

Mr. Sitver. As to this one here (policy manual), one organization 
alone sent out 500 copies of this manual recently under cover of a let- 
ter, of which I have a copy with me. 

Mr. Kwnupson. May I simplify this a little? This general talk, I 
am sure, leaves you still with a feeling, What is all this good for? 
Here are the stark facts: 

When the Civil Defense Act was passed, authority was given 
through the President to the Administrator of the Civil Defense 
Organization and to the several States to act with complete disregard, 
if they so chose, of any other Government organization. The Civil 
Defense Agency set up a transportation unit. We began to get repre- 
sentations from the field about the total and utter inconsistency of some 
of the plans of the various cities. For instance, if the city of Chicago 
were attacked by an enemy or had an atomic disaster, the mayor of that 
city could seize the trucks and all local transportation facilities. The 
Governor of the State could seize the railroads that passed through 
the State. The Army could declare martial law. The Civil Defense 
in that area would have absolute control and there was an insufficient 
number of transportation people in that picture, and this alarmed us 
and alarmed the military people. So we assisted in the adoption of a 
working agreement among the several member agencies involved in 
this whole bill of particulars, and the general trend now is for all of 
these agencies to assign these domestic transportation civil-defense 
planning functions, to iron out all this confusion and inconsistency in 
this area, to the Defense Transport Administration, which believes it 
can enlist the right kind of transportation personnel, both on a 
voluntary basis and to a limited extent on a paid basis, to avoid all this 
confusion. I could not be more frank with you if you had me in a 
closed room. 

Mr. Putiires. Perhaps we had better put this report in the record. 

(The report referred to is as follows :) 


41872—54—pt. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 


COMMITTEE ON DEFENSE TRANSPORTATION AND STORAGE 
Report OF SUBCOMMITTEE ON ClyIL DEFENSE TRANSPORTATION 


The attached report was originally submitted to the ODM Committee on De- 
fense Transportation and Storage on November 18, 1952, and was accepted by the 
committee on January 15, 1953, with the understanding that certain editorial 
changes agreed upon at the January 15 meeting would be incorporated. Thus 
corrected, the revised report was resubmitted to the subcommittee members for 
signature (See p.12.) Final clearance by members of the parent committee and 
interested observers has been recorded with the Secretary as follows: 


A. W. Gatov, Department of Commerce 
Kenneth L. Vore, Department of Defense 

James K. Knudson, Defense Transport Administration 
Harvey Kiemmer, Department of State , 
Merlin O'Neill, vice admiral, USCG, Department of the Treasury. Feb. 
J. kd Warren, Department ‘of the Interior Feb 
M. J. Hudtloff, Department of Agriculture 
Arthur G. Syran, Mutual Security Agency__- 
A. B. Barber, National Security Kesources Board 
Gerald R. Gallagher, Federal Civil Defense Administration 


The recommendations in the report were given tentative approval by the Acting 
Director of Defense Mobilization, March 26, 1953. On July 14, 1953, the com- 
mittee agreed to certain minor language changes and to a substantive revision 
now reflected in the text of paragraph 1, section IV, page 6. Mr. Flemming as 
Director of the Office of Defense Mobilization gave this report his full approval 
on July 21, 1953. 


JosePH F. VAUGHAN, 
Secretary, TSC. 


Report oF SUBCOMMITTEE ON CIviL DEFENSE TRANSPORTATION 


The subcommittee presents the following report, and recommends its adoption 
by the ODM Committee on Defense Transportation and Storage. 


I, THE NATURE OF THE PROBLEM 


1. In the light of present estimates of prospective enemy capability, the type 
of wartime emergency—in turn creating a “civil-defense emergency”—which 
necessitates planning and preparedness would involve massive enemy attacks, 
both simultaneous and successive, affecting a large number of major urban areas 
which are important centers of rail, highway, and air transportation, warehous- 
ing and storage facilities, and ports, both ocean and inland. Specific results 
affecting transport and storage would be: 

(a) Disruption of all types of surface transportation and storage facili- 
ties in, through, and around the centers so affected. 

(b) A sharp diminution in overall transport and storage capacity for the 
Nation as a whole, not only because of actual damage but because of blockage 
in routes and terminals. 

(c) Serious current supply problems, particularly for fuel, arising in 
those portions of the network remaining operative. 

(d) Because full war would precede or result from such attacks, a sharp 
acceleration of military transportation needs. 

(e) Immediate and regionally concentrated demands for transportation 
of all types from the civil-defense authorities, including particularly the 
movement of human casualties and evacuees. 

(f) A drop in normal traffie origination and termination in the affected 
areas because of destruction of productive plants. 

(9) A correspondingly large volume of freight in the hands of carriers 
which could not be terminated because consignee could not receive, thus 
necessitating temporary storage and reconsignment. 

(h) The necessity for prompt and accurate assessment of damage, as 
the indispensable foundation of decisions to reroute, to provide substitute 
means of transport, and to rehabilitate or abandon units or areas. 
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(i) A complex rehabilitation task, with competitive claimancy by other 
segments of the economy for materials and new and replacement equipment 
not only to repair concurrent injury elsewhere but to support a sharply ac- 
celerated war effort, and which will be needed concurrently by the transpor- 
tation, storage, and port industries. Feasible and desirable restoration 
would thus have to be appraised and accomplished selectively, under the 
strict test of maximum good from an overall national point of view in the 
prosecution of war. 

2. The subcommittee, after considering the problems which would arise out 
of the foregoing results of enemy attacks, agreed that they should be approached 
as wartime problems. Were another war to be one conducted entirely outside 
the continental United States, the problems presented would not be novel. But 
this cannot be wisely or safely assumed. Therefore the subcommittee agreed 
that the premise underlying its recommendations should be that a state of full 
war would be simultaneous with such attacks, or may have been reached even 
prior to their occurrence. The problems would therefore be broader than pro- 
vision for “disaster” or “emergency” conditions. The subcommittee further 
agreed that it should recommend an approach to their solution which would 
thoroughly integrate the difficult transportation problems and requirements of 
civil defense—a new factor with which the United States has not had previous 
experience—with the larger problem of control over, and utilization of, the trans- 
port and storage complex of the Nation under full war conditions. 


Il. OBJECTIVES OF PREATTACK PLANNING 


The subcommittee laid down the following objectives of measures to be under- 
taken during the existing mobilization period, in accordance with its terms of 
reference and the nature of the problems to be faced. 

1. Plan for meeting the essential requirements of the Federal Civil Defense 
Administration for transportation storage, and port services under war condi- 
tions in accordance with its statutory responsibilities and within the framework 
of wartime control over those services. 

2. Plan for meeting under the war conditions which would exist, the transport, 
storage, and port needs of the Department of Defense and of the essential and 
indispensable war-supporting activities of the Nation, including services in, 
through, or around civil defense disaster areas. 

3. Provision of adequate mechanisms for defining and presenting the transport, 
storage, and port service requirements of the Federal Civil Defense Administra- 
tion, the Department of Defense, and other essential and indispensable war- 
supporting agencies and activities at local, State, regional, and national levels. 

4. Establishment of a working framework of control which, within a wide 
range of flexibility, would suffice in postattack situations under full war con- 
ditions to cope with traffic regulation to avoid congestion, to marshall all types 
of equipment (including that normally private and local), and guide, or allo- 
eate if necessary, the use of all available equipment into essential use. This 
framework will be local, regional, and national in design and will envision 
a potentially necessary degree of national control, if the extent and nature of 
war conditions so demand, beyond that attained in World War IT. 

5. Creation of a framework and methods by which all transportation, port, 
and storage facilities and the various local, State, regional, or national agencies 
responsible for their regulation and operation would be prepared to determine 
the degree and extent of recuperation and reconstruction of those facilities which 
would be necessary under war and civil emergency conditions following an at- 
tack; and by which they could thereafter effectively present requirements for 
needed materials and manpower for rehabilitation, within the wartime organiza- 
tion which would exist to adjudge competitive claims for resources to conduct 
war and to accomplish similar essential rehabilitation in other injured seg- 
ments of the Nation’s economy. 

6. In providing for all the foregoing objectives, provisions for actions to be 
taken at the lowest appropriate level—local, State, or regional—as the situations 
faced may require, and that national controls and actions will be utilized only 
as required by the severity of conditions or the circumstances of competitive 
claimancy by other segments of the economy for transport and storage service 
and for scare resources needed in the wartime operation and necessary rehabil- 
itation of the economy. 
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Ill, ASSIGNMENT OF PLANNING RESPONSIBILITY 


1. Wartime organization 

The conditions described in part I would mean full war. Consequently, the 
basic wartime organization of controls over the Nation’s economic life—and, 
as a part thereof, over transportation and storage operations—will have come 
into existence. Planning now during a mobilization period, must therefore 
assume the eixstence of that organization; its character, so far as the field of 
transportation is concerned, is known to (and indeed has been created in large 
part by) the agencies which are now concerned with future wartime control and 
rehabilitation problems. Policies and procedures developed in advance of the 
outbreak of war should be designed for a quick and easy transition. The struc- 
ture of top responsibility for wartime control and direction of the several seg- 
ments of the Nation’s transportation and storage complex is tentatively provided 
for in documents prepared by the National Security Resources Board in carrying 
out its responsibility under the National Security Act of 1947. At the time an 
emergency occurs the interim transportation-control plans and organization 
would have to be reviewed in the light of the then existing military situation. 


2. ODM working group on transportation problems incident to enemy attacks on 
the continental United States 

To develop and perfect plans for the conditions described in part I to secure 
their acceptance by all responsible agencies, and where appropriate to take steps 
or create mechanisms needed for their implementation during our present mobil- 
ization effort, a working group shall be created to deal with wartime transporta- 
tion and storage problems incident to enemy attacks on the continental United 
States. It will be organized as a subcommittee of the ODM Committee on De- 
fense Transportation and Storage. Its chairman will be appointed by the 
Director, Office of Defense Mobilization. Its membership will include, but shall 
not be limited to, the representatives of all the present member agencies of the 
parent ODM Committee on Defense Transportation and Storage and at the 
option of its chairman such other agencies which might under wartime emergency 
conditions be involved in the direction or use of transport, storage and port 
facilities. The Federal Civil Defense Administration shall be a member. 

The Working Group shall periodically submit plans for approval by the ODM 
Committee on Defense Transportation and Storage. Plans approved by the com- 
mittee will be submitted to the Director of the Office of Defense Mobilization as 
recommendations and upon approval by the Director will be implemented by 
ODM directive to the extent necessary and appropriate. 


8. Scope of Working Group’s activity 


The group will proceed under the basic assumption that enemy action would 
not only create multiple civil-defense disaster situations in various areas where 
transport, storage, and port services would be affected, but would create a state 
of full war. Further, it will be assumed that damage inflicted would bring seri- 
ous rehabilitation problems. Consequently, it will formulate assumptions cover- 
ing all three of these basic situations. In formulating plans which it will recom- 
mend for adoption based on those assumptions, the group will take into account 
the needs of the Department of Defense and all portions of the military 
establishments, of the civil defense organization of the Nation, of war produc- 
tion and war support, of allies and friendly neutrals, and of the essential and 
indispensable needs of the civilian economy. While major reliance will ulti- 
mately be placed upon local initiative, participation, and improvisation in meet- 
ing these problems, the group will determine the necessary broad policies, and de- 
velop an operating plan which will provide necessary interrelationships, mech- 
anisms, and procedures to lend maximum effectiveness to such activities, Fur- 
ther, it will formulate and recommend detailed procedures by which arrange- 
ments for the use of transport, storage, or port services and traffic control over 
civil defense transport movements should be exercised under various assump- 
tions, as well as for the systematic assembly and presentation of requirements 
for resources to facilitate rehabilitation to the appropriate wartime-control 
agency charged with their review and disposition. 


4. Publicity 

Such plans and procedures as may be approved in the manner specified in 
paragraph 2 above shall be given adequate publicity, including unrestricted 
publicity to the general public. They shall be transmitted from the Office of 
Defense Mobilization to the departments and agencies having representation on 
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the Working Group for further distribution to the appropriate governmental 
officials, industry groups, and individuals at regional, State, and local levels. 


5. Basic authority 


The group shall develop its plans and such plans shall reflect the responsi- 
bilities set forth in relevant statutes and Executive orders. 
6. FPlewibility 

It will be the intent of plans which may be formulated to establish flexible 
mechanism for determining relative urgency of transport movement rather than 
attempting the establishment of a rigid “order of priorities” at the national level 
which might have to be repudiated or disregarded under the stress of circum- 
stances. It will further be the intent that, whenever priority determinations 
may be necessary, initial efforts will be made to make them through the coop- 
erative action of representatives of the appropriate agencies of the Government 
at the lowest possible level—local, State, or regional, as the case may require. 
This will be accomplished through priority-determining bodies established and 
endowed with authority at those levels by the agencies concerned, with the 
objective that only such determinations will be made by a top wartime national 
control agency or agencies as may be essential. 


IV. INTERIM OPERATING AUTHORITY 


The subcommittee agreed that it was of crucial importance to the program 
described in sections II and III that such plans as may be formulated and ap- 
proved should include provision for specific, definite interim control powers to be 
exercised under the authority of the Office of Defense Mobilization, if enemy 
attacks occur prior to the actual establishment of a full-fledged wartime control 
structure. Accordingly, it is recommended that— 

1. The Director of the Office of Defense Mobilization shall exercise such 
necessary control authority as may be specified in approved plans if, and to 
the extent that, conditions brought about by enemy action within the conti- 
nental United States, its Territories, and possessions so require. 

2. This authority shall be exercised only for the interim period imme- 
diately following enemy attacks, and in such a manner that the transition 
to a full wartime control structure will be facilitated and assisted. 

8. The interim authority of the Director shall be exercised by him indi- 
vidually ; he shall, however, secure the advice of representatives of the follow- 
ing five agecies, which shall be prepared to cooperate immediately upon his 
assumption of authority: DTA, DATA, NSA, DOD, and FCDA. 


Vv. OTHER RECOMMENDED ORGANIZATIONAL STEPS 


It is recommended by the subcommittee that a series of steps be taken by the 
appropriate agencies in order to forward the objectives stated and to assist the 
working group, and that these be taken independently of the formation of the group 
and its subsequent activities. 

1. In planning for detailed damage assessment and rehabilitation, as distinct 
from the operation of storage and transportation facilities during the immediate 
emergency, the group will immediately arrange to coordinate its staff work with 
the similar efforts being made in other industries through the Non-Military 
Defense Division of ODM and will arrange similarly for coordination of its future 
planning activities with that staff. 

2. Each of the organizations having membership on the group shall immediately 
begin to assist its work by preparing for early submission of explicit and reason- 
ably detailed proposals for effective plans to meet the wartime conditions as- 
sumed, including but not limited to (a) the civil-defense problems which would 
arise under those conditions, (0) the enlarged military-transport demands, (c) 
the special problems of war-supporting industries, and (d) the separate problems 
arising in port utilization and in the availability of storage facilities. 

8. In order to assure that the group can actively and positively make assump- 
tions and develop specific and realistic wartime plans, each agency having mem- 
bership thereon will assign, in addition to a regular member, such staff as may be 
required to accomplish this objective expeditiously. Such staff shall wherever 
appropriate include on a consulting or loan basis active operators of transportation 
systems, port agencies, and storage facilities. 

4. The Office of Defense Mobilization should be requested by the Chairman of 
the ODM Committee on Defense Transportation and Storage to select and secure 
the site of a suitable dispersal location (giving due consideration to military 
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dispersal plans) at which the designated agencies and industry will establish 
operating facilities; the appropriate agencies, in conformity with standards and 
policies established by the NSRB pursuant to Executive Order 10346, shall 
thereupon immediately complete plans for the removal of their respective 
organizations or representatives to the site determined upon. The dispersal 
location will be selected in the light of the space and communications required 
to accommodate the “control” agency and those “claimant” agencies not pro- 
vided for elsewhere, and for such industry representatives who should be 
directly and immediately available for control purposes. 

The agencies concerned should support a request for funds to the Bureau of 
the Budget and the appropriate congressional committees, sufficient to permit 
the acquisition and development of a suitable site. 

5. The Federal Civil Defense Administration will establish at the national 
and regional levels an organization capable in wartime of exercising its func- 
tion as a claimant for air transport, ocean shipping, and domestic transport, 
storage, and port services, as well as for procuring and directing civil defense 
transportation services when and where required. It is further understood 
that FCDA will undertake the responsibility of guiding the States and localities 
in this regard, so that a uniform pattern of organization, claimant activity, and 
procurement and direction of civil defense transportation may be achieved. 
Stress will be placed by FCDA upon the recruitment for these civil defense 
transport organizations of experienced and recognized leaders from the respec- 
tive transport, storage, and port industries. Other “claimant” and/or “control” 
agencies already in existence will be apprised of progress in developing this 
organization and will be relied upon to assist FCDA in securing the services 
of competent advisers from the transportation industry. 

6. FCDA will establish, at the regional level, regional interagency advisory 
panels composed of appropriate field representatives of those member agencies 
of the ODM Committee on Defense Transportation and Storage which desire 
representation. FCDA will encourage the establishment at State and local levels 
of appropriate interagency advisory panels patterned after the regional units. 
FCDA will also establish at the regional level a regional industry advisory panel 
composed of representatives of transport, storage, and port industries. FCDA 
will encourage the establishment at State and local levels of appropriate industry 
advisory panels patterned after the regional units. The composition of these 
hodies is indicated below. 

7. It is understood that these FCDA interagency and industry advisory bodies 
at the various levels will be given opportunity to assist in the development of a 
pattern of organization, procedures for performing the FCDA claimant function 
for necessary services, and mechanisms for control of civil defense traffic. Such 
tlans, including those proposed by the individual agencies, shall be reviewed by 
the group provided above whenever it so desires, to assure effective coordination. 

8. FCDA will plan to establish at the selected dispersal location a national 
civil defense traffic center, with corresponding traffic centers at regional level, 
and it will request the States to establish similar centers at State and local 
levels. The function of such centers will be to procure and direct necessary civil 
defense transportation services. Such controls as may be planned, to be put into 
effect in wartime, shall take into account other essential uses of transport, port, 
and storage services for the movement or protection of military personnel and 
materiel, war-supporting industries and services, and the essential welfare of 
the civilian economy as a whole. All agencies of the Government, as well as the 
industries under their jurisdiction, will be made fully cognizant of the streets, 
highways, air or water routes, etc., which may be designated in advance as 
routes of access to, egress from, or movement around, any disaster area for the 
movement of vehicles engaged in indispensable transport services. 

FCDA, in establishing civil defense traffic centers, will cooperate with trans- 
portation industries and the agencies of the Government in arranging mutually 
convenient locations and effective liaison to insure that transportation services 
for civil defense can be adequately procured and directed from such centers on a 
24-hour basis under wartime conditions. Personnel for such centers may be 
designated in advance of potential need by the respective industries and govern- 
mental agencies concerned, so that they may enter upon their special duties at 
the traffic centers promptiy. 

9. In accordance with paragraph 6 of this section, and except as later 
modifications may be proposed and approved by the working group, FCDA shall 
proceed to establish at each of its regional offices an organization as follows: 

(a) Its regional transport director and staff. 
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(b) A cooperating panel designated from appropriate field representatives 
of the following Federal agencies: DTA, DATA, NSA, DOD, Commerce 
(Production). 

(c) An industry advisory panel representative of all methods of trans- 
portation within the region which will be directly affected by wartime con- 
ditions. 

Each regional transport director shall develop with these two cooperating 
advisory panels suitable plans and procedures for handling civil-defense trans- 
portation requirements originating within the region subject to such control of 
the wartime transport control agencies as may be specified in plans proposed by 
the working group and approved in the manner specified above. 

10. In accordance with paragraph 6 of this section, FCDA will encourage and 
promote in each State and through State civil-defense organizations in such 
localities as it deems important, an organization approximating the following: 

(a) State level: 

(1) State director of civil-defense transpertation. 

(2) DTA, DOD, DATA, and NSA (where appropriate) liaison officers 
named. by the respective agencies. Representatives of other interested 
Federal and State agencies when necessary or advisable. 

(8) Advisory industry panel representative of all segments of transpor- 
tation including private truck and bus, school bus, farm vehicles, and the 
private automobile. 

(a) Local level: 

(1) Local director of civil-defense transportation. 

(2) DTA, DATA, and NSA liaison representatives named by these agen- 
cies where the locality concerned is deemed important to the national traffic 
pattern. Representatives of other interested Federal and State agencies 
when necessary or advisable. 

(3) Industry advisory panel representative of all affected means of 
local transportation, including private. 

11, FCDA will make clear that it is the responsibility of each local director of 
civil defense transportation, provided for in (b) above, to develop two plans for 
the use of local vehicles and transport instrumentalities (not forming a part of 
the Nation’s intercity transport systems) in the event of a civil defense emer- 
gency, together with plans for the supply of fuel and operating supplies without 
interference with the needs of other essential transportation, viz: 

(a) A plan for the mobilization, release, and operation of as many such 
vehicles as can be spared from the essential activities of his community to be 
dispatched to other areas which may call for such assistance in the event of a 
civil defense emergency, FCDA will develop and recommend standard proce- 
dures as to supply, compensation, ete. 

(b) A plan for the mobilization and use of all such vehicles as may be avail- 
able within his area of jurisdiction in the event his area is the subject of a civil 
defense emergency, such plan to provide for the maintenance of essential 
industry and services as far as these may be able to continue operations. 

Similarly, FCDA will make clear the responsibility of each State director 
of civil defense transportation to develop plans in cooperation with the Federal 
liaison officers named above for the mobilization and use of vehicles other than 
those of interstate carriers, including farm and other off-highway vehicles and 
private automobiles and trucks, for the handling of civil defense traffic. All the 
foregoing plans will be reviewed subsequently by appropriate FCDA officials, 
interagency panels, and industry advisory panels, to assure consistency with basic 
policies and procedures which shall have been formuated by the working group 
and approved as guides to such efforts at State or local levels. 

As rapidly as basic policies and procedures are developed by the working group 
and are approved, FCDA will advise all State and local civil defense organiza- 
tions, including information as to additional responsibilities for which their 
cooperation will be sought, and provide additional publicity as indicated in 
section III, paragraph 4 above. 


VI. REPORTING AND STATUS OF APPROVED PLANS 


1. The chairman of the proposed working group shall report at frequent inter- 
vals to the Committee on Defense Transportation and Storage on progress made, 
and as indicated above shall submit plans to meet the objectives specified in 
section IT. 
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2. Upon approval by the ODM Committee on Defense Transportation and 
Storage, as set forth in section III, paragraph 2, above, and the concurrence of the 
Director of the Office of Defense Mobilization (and his issuance of directives as 
appropriate), such plans shall become definitive and binding guides to the 
Federal agencies concerned during the mobilization period, and shall be the 
basis for any required action during that period. 

Submitted : 

February 9, 1953. 

SHaw LIveRMoRE, 
Office of Defense Mobilization. 

January 31, 1953. 

S. LAWRENCE, 
Federal Civil Defense Administration. 

January 31, 1953. 

WALTER S. RAINVILLE, Jr., 
Defense Transport Administration. 

January 31, 1953. 

THEODORE HARDEEN, Jr., 
Defense Air Transportation Administration. 


February 4, 1953 
Cuartes H. McGurre, 
National Shipping Authority (Maritime Administration). 
January 31, 1953. 
FranK A, HEILEMAN, 
Major General, USA, Department of Defense. 

Mr. Pures. There is nothing in this report to indicate anybody 
has accepted it. 

Mr. Knupson. This is the first step in the implementation of the 
be to get uniform standards in the event of disaster. If Chicago is 

locked, New York will starve a week later, because most of the food 
going to New York goes through Chicago. 

Mr. Pures. We understand that. You have a plan but you said 
before that, that the mayor of Chicago could seize certain facilities, 
and the Governor of Illinois could seize certain facilities. What evi- 
dence is there that the mayor of Chicago and the Governor of Illinois 
are going to relinquish these seizure rights and adopt your plan? 

Mr. Strver. We hope by présenting a reasonable plan we can con- 
vince them, and this plan is being accepted. For instance, this DTA 

licy manual was considered at a regional FCDA conference at 
Pikesville, Md., on January 21. This was on the agenda and was 
discussed, 

Mr. Knupson. This comes back to the point I made pursuant to 
Mr. Thomas’ question a few moments ago. There is duplication in 
this field, and a decision must be made somewhere along the line as to 
who is to be the expert in charge of this limited phase of mobilization 
planning and the operating of it if it actually comes into being. 

Mr. Tuomas. I think Mr. Phillips Haine the all-important ques- 
tion. Something that is affecting national transportation is so vital 
that the basic National Civil Defense Act must be amended to put that 
authority in one central agency. As you pointed out there, if we ever 
have a bombing of one of these big industrial gateways of transporta- 
tion, it will affect half of the United States, and the local people can 
not control the whole situation. 

Mr. Knupson. They can tie the whole thing up. 

Mr. Tuomas. I do not see how you are going to reach the error. 
The error has to be reached by legislation. You cannot reach it by 
writing a report. 
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Mr. Stutver. We think we can reach it in this way. There are pro- 
visions in the Civil Defense Act which may be considered to give the 
Civil Defense Administrator supreme control in time of emergency. 

Mr. Puittirs. That authority is there now? 

Mr. Strver. That is there now. And there are other provisions in 
there which indicate the Civil Defense Administrator shall not op- 
erate in areas where other Government agencies have responsibility. 
The original concept of the Civil Defense Administration was that 
it would be the controllin agency not only of transportation but of 
other phases. Under the document which you have introduced in the 
record, it has been changed so that now FCDA appears in the role of 
a claimant and not a control agency so far as transportation is con- 
cerned. And that isthe bill of goods we have to sell. 

Mr. Puiutes, Personally, I have come to the conclusion if this 
country is ever bombed, I am going down in the cellar and stay there 
until the confusion is ronebved. The confusion is going to be worse 
than the bombing. 

Mr. Sitver. We are trying to eliminate that and we do have a good, 
sound plan. 

I would like to have you take this DTA Policy Manual and read it 
at some time. 

Mr. Putuies. It is very interesting, and I would be glad to. 

Mr. Kine. This plan will take care of the local, State, and National 
level. That is our concept of it, so that the people on the ground will 
know how to do it, and the working staff. 


TAX AMORTIZATION AND DEFENSE LOANS 


Mr. Prituips. We will insert in the record at this point pages 28, 
29, 30, 31, and 32. 


Taz amortization and defense loans group 


Total personal services : 
Fiscal year 1954: 
Positions 
Amount 
Fiscal year 1955: 
Positions 
Amount 
Comparison, 1955 with 1954: 
Positions 
Amount 


The Defense Transport Administration has the continuing responsibility for 
Serving as recommending agency to the ODM on all cases involving applications 
for accelerated tax amortization and defense loans authorized by the Defense 
Production Act of 1950, as amended, and received from any commercial firm 
engaged in transportation, storage, or port operations and from supporting in- 
dustries in this country, its Territories and possessions. The tax amortization 
program provides an incentive to needed expansion in all fields of endeavor 
within the defense production programs by encouraging the expenditure of 
private capital without Government financing. The railroads, for example, have 
been willing to place orders for badly needed freight cars under the prospect of 
accelerated tax amortization, this despite the fact that until the impact of the 
defense production effort railroad revenues were consideraly “off.” Similar 
conditions apply to locomotives, lake vessels, barges, and towboats, certain high- 
way transport facilities, warehouse, grain storage, port facilities, ete. The 
defense loan incentive is made available only where other means of obtaining 
facilities necessary to the defense effort are either inadequate or unavailable. 
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After completely detailed and thorough survey of the transportation plant of 
the country was made by the various line divisions of DTA, certain goals were 
set to reflect that amount of expansion considered necessary to improve and 
strengthen the railroad, waterway, trucking, storage and port industries in order 
to cope with the present emergency and with the “buildup” for defense mobiliza- 
tion. The results of the survey were recommended to the ODM, which in turn 
officially approved and established them as expansion goals for the transporta- 
tion, storage, and port industries. It must be reiterated that the attainment of 
the minimum goal standards is of vital necessity in order that manufacturing 
industries and military logistics may be able to depend upon the transportation 
plant. At this time, the goals for railroad rolling stock call for 436,000 new 
freight cars of all types and 15,500 new locomotives. A total of 308,812 cars 
and 10,180 locomotives have been certified, or approximately 70.8 percent and 66.7 
percent, respectively, of the minimum established goals. Of the interim goal of 
$500 million established for miscellaneous railroad terminal and road facilities, 
$436,926,041 has been certified, or 87.6 percent of the established goal. The goal 
for inland waterway vessels calls for 3,923 vessels of all types of which 2,785, 
or 70.9 percent, have been certified to date. It is submitted that, when it is borne 
in mind that the established goals are the minimum goals considered necessary, 
the remaining unfilled percentage of the existing goals is equally as important 
as the percentage now achieved, if no more so. The target date for the comple- 
tion of most of the established goals has been set for December 31, 1954, but 
achievements to date clearly indicate that the target date for the fulfillment of 
these goals will be extended to at least June 30, 1955. 

This administration conducts periodic 6-month surveys in order to ascertain 
whether or not the goal objectives are realistic and necessary in the light of 
past achievements as well as present and anticipated shipper demands. These 
surveys lead to the strong conviction that the balance of the cars and engines 
must be added to the fleets in the best interests of the mobilization effort. The 
freight cars and engines certified to date involve the expenditure of approxi- 
mately $3,616,156,835 by the railroads. It is apparent that this huge amount of 
invested capital is not readily available to any industry. ‘There is also a natural 
reluctance on the part of management to approve large capital investment in a 
period of continuing increase in cost of materials and services with a correspond- 
ing decrease in nec earnings on investment. The transportation industry, in 
addition, is closely regulated by the ICC as well as the individual States in 
which they operate. Generally, all stock issuances and other means of raising 
capital require prior Government approval. In large manufacturing industries, 
after the consent of the company’s board of directors is secured, expansion plans 
then proceed to completion without any other outside interference. However, in 
the transportation industries, the approval of the board of directors to an expan- 
sion plan is only preliminary. Consequently, in regulated industries all expan- 
sion moves are at a slower pace than is consistent with the large manufacturing 
industries. Also, since all freight cars become a portion of the national pool of 
freight cars benefiting all railroads and shippers located thereon, it becomes 
necessary to convince each particular railroad to make the necessary capital 
outlay to acquire its portion of the additional fleet. All these matters are time 
consuming. 

The work with the different railroads has been effective, and it is a safe predic- 
tion that the roads will continue to file tax-amortization applications for freight 
ears at stated intervals prior to the expiration of the target date of the goal. 
The same holds true for locomotives. The goals for barges, tugboats, Great 
Lakes ore carriers, all types of storage warehouses, motor-terminal facilities, 
and port facilities are being scrutinized, and the industries are being pressured 
to meet target objectives. The goal for miscellaneous railroad terminal and 
road facilities, which is an open-end type of goal with a dollar-volume limitation, 
is now fast becoming of major importance. The reason for this is that, although 
certain expansion of these types of facilities was apparent and necessary when 
the defense effort first commenced, the rate of increase in shipping and. the actual 
addition of more cars and engines on the railroads required, of necessity, the 
increase of freight terminals, yard facilities, trackage, servicing, and handling 
facilities. For instance, the stepped-up acquisition of diesel locomotives required 
sufficient servicing facilities for these locomotives instead of the old facilities 
which were adaptable to steam locomotives only; the increase in power afforded 
by diesel locomotives over steam locomotives permitted the railroads to pull 
freight trains of substantially greater car length than those previously hauled 
by steam locomotives. Consequently, on single-track lines most passing tracks 
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had to be extended in length to accommodate the longer trains. Similarly, the 
very increase in speed afforded by the diesel locomotive would require certain 
track work in order to operate in proper safety within governing ICC rules and 
regulations. Thus, in this program alone the rapidly expanding need for addi- 
tional facilities is being felt and as the freight cars and engines which have been 
certified are delivered and placed in service the railroads will be continuously 
compelled to expand their trackage, servicing, and handling facilities. 

Recently the ODM announced it had undertaken an extensive review of all 
existing expansion goals. In connection with this review, this Administration 
has reviewed the goal objectives and the present and anticipated needs in con- 
nection with transportation, storage, and port facilities. In its response to this 
review, this Administration pointed out the effectiveness of the tax-amortization 
program and strongly reiterated the reasons for the continuance of the estab- 
lished goals for miscellaneous railroad terminal and road facilities and warehouse 
and storage facilities. 

From the above it is clear that the tax-amortization program as it affects the 
transportation industry is a necessary adjunct to the achievement of the expan- 
sion goals which were prepared and approved by the best experts available to 
the Government. It is equally apparent that the goals are under constant surveil- 
lance and that their necessity is demonstrated anew periodically. Again, with- 
out the inducement of tax amortization, the transportation, storage, and port 
industries would be incapable of financing the expenditures involved, and the 
expansion would not be planned. It has been demonstrated that the extent of 
expansion required in some fields cannot be foreseen until after certain other 
expansion has taken place. Consequently, it is the opinion of this Administration 
that the tax-amortization program will continue during all of fiscal year 1955 
at a pace demonstrated by the attached charts, that the program is of the utmost 
importance to the mobilization effort, and will require the services of the indicated 
personnel to discharge the same. 

This group is presently comprised of 10 individuals as portrayed on the at- 
tached chart. At the time the earlier estimates were prepared (in March 1953) 
regarding workload and personnel estimates for the fiscal year 1954, it was 
anticipated that the rate of incoming tax amortization cases would continue 
at approximately 66 per month, and that with the staff then engaged, approxi- 
mately 67 cases a month would be disposed of. At that rate, it was estimated 
there would be 157 tax amortization cases unprocessed on June 30, 1953. 
Actually, an average of 59 cases were received and 67 cases processed during the 
3 months ended June 30, 1953, and 153 cases were pending as of that date. Our 
earlier estimates also anticipated that approximately 66 applications would be 
received and 67 processed each month during the fiscal year 1954, leaving an 
estimated workload of 145 cases on hand at June 30, 1954. The favorable rate 
of processing cases during the last 6 months of 1953, also reflected in the attached 
chart, was the result of (a) additional assistance given temporarily by 4 mobili- 
zation and transport specialists and 2 members of the administrative officer’s 
staff (this assistance was terminated November 1, 1953): (b) the fact that the 
examiners who were separated June 30, 1953 (prior to which this group had 26 
employees as against 10 at present), left many cases in a semiprocessed state 
and those cases were susceptible to early completion; (¢c) the adoption, with the 
approval of ODM, of the new short form for report and recommendation to ODM ; 
and (d) the availability of completed reports of field investigations in a number 
of cases made before discontinuance of assistance from former line divisions 
of DTA. It should also be noted that the rate of incoming applications during 
the last 6 months’ period of 1953 was lower than the anticipated average rate. 
Past experience shows the last half of the year to be less active in number of 
applications received. It is anticipated, based on past experience and con- 
versations with representatives of the transportation industry, that the first 6 
months’ period rate of incoming applications will increase somewhat over the 
last period. It is also anticipated that the favorable rate of processing for the 
period reflected in the attached chart cannot be continued into 1954 because 
the tax amortization and defense loans group will no longer have available the 
assistance mentioned in («) above and the assistance formerly rendered by the 
line divisions of DTA and because of the substantially fewer employees. In the 
future, field investigations on the larger and more complex rail, port, and storage 
cases, and motor cases, will of necessity be made by personnel of the tax 
amortization and defense loans group. 

It is predicted that the curent rate of receipt and disposal of defense loans 
applications and tax amortization predetermination requests will remain fairly 


1144 


constant through June 30, 1955. As to tax amortization postcertification matters 
pertaining to tax amortization necessity certificates issued in the past, comprised 
of requests for reconsideration of denials, requests for extensions of time, and 
requests for scope amendments, it is anticipated that the rate of receipt and 
disposal of these types of requests will continue through June 30, 1955, at about 
the rate reflected in the attached chart. It is expected that incoming scope 
amendments will continue at the indicated rate due to many applicants finding 
that for one reason or another their estimated costs were inaccurate. In such 
instances an amendment to the necessity certificate is necessary in order to 
assure that the correct tax benefit will be allowed by the Bureau of Internal 
Revenue. The increase in interest rates in recent months, among other reasons, 
has slowed down the commencement of many projects previously certified and 
many applicants are now finding it difficult to arrange the necessary financing 
and to commence construction of, or contract to acquire, facilities which have 
been certified for amortization within the standard 6-month period allowed 
in their necessity certificates, thus necessitating an application for extension 
of time in each instance. 

Based on the foregoing, it is anticipated that by June 30, 1954, the number 
of unprocessed tax amortization applications on hand will be reduced to 57 
cases. It is expected that for the future the rate of incoming tax amortization 
cases will be approximately 50 each month, continuing through June 30, 1955. 
With the requested staff set forth on the attached chart, it is anticipated that 
an average of 50 cases will be disposed of each month commencing in July of 
1954 and continuing through June 30, 1955, leaving a 57 current backlog. 
Continued assistance will be required from mobilization transport specialists 
in order to maintain this rate of case processing. It is predicted that the 
rate of receipt and disposal of defense-loan applications, tax amortization 
predetermination requests, and tax amortization requests for reconsideration 
of denials, requests for extensions of time, and requests for scope amendments 
will continue at the rate indicated in the attached chart through June 30, 1955. 

As previously indicated, ODM is presently resurveying all existing expansion 
goals, and in connection with such resurvey, this administration has reviewed 
the goal objectives and the present and anticipated needs in connection with 
certain of the established goals, and has strongly reiterated its position that 
the present goals, with one minor exception, be continued and extended to allow 
the expansion called for therein. The one minor exception includes grain 
storage covered by section 120 (4) (b) of the Internal Revenue Code of 1953 
and dry-storage facilities. We have every reason to believe that the tax- 
amortization benefits within the responsibility of this administration will be 
continued, and with minor enlargements. 

This group is now performing one additional function under the direction 
of ODM, which function requires continuing monthly reports on the progress 
of completion of all goals and the progress of completion of construction of 
the many facilities for which certifications have been granted. This additional 
duty will require the worktime of the equivalent of one statistical clerk. 


Mr. Putuiies. This tax amortization and defense loan group is not 
quite clear to the committee, either. Is this the group that tries to 
get us more freight cars ? 

Mr. Knupson. We had under our previous organization a full-scale 
division. This is the residual remainder of that division—a little 
group of people that processes tax-amortization applications that are 
sent to us—and we presently work on the goals in the same way that 
our old Division of Materials and Equipment did when we had a bigger 
organization. 

fr. Puiiiis. You have eight people on your list for next year. 
Mr. Knupson. Yes, sir. : 


MANUFACTURE OF FREIGHT CARS THROUGH USE OF TAX-AMORTIZATION 
CERTIFICATES 


Mr. Prius. Tell us what results you are getting in the produc- 
tion of more freight cars, which is a matter of very great interest 
to the area of the country in which I live. Can you put down, by 
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years, the number of new freight cars that have been put into use so 
we can see what effect you are having on this? 

Mr. Knvupson. I would like to supply at this point in the record 
a precise statement, but, generally speaking, it is about like this: We 
had a goal established for 1,867,000 freight cars by June 1954. Rail- 
road freight cars are retired at the rate of about 5,000 a month. Be- 
cause of material shortages and because the previous administration 
decided it was more important to make pots and pans for our civilians 
than it was to get a realistic preparation for war in this country, we 
were not able to meet the lp month by month in 1950, 1951, and 
1952. The consequence is that at this time we have only about between 
50,000 and 60,000 more freight cars than we had at the beginning of 
the Korean episode. 

The freight cars that are rolling are larger—are in better repair. 
The railroads are to be commended for such purchases as they have 
made in the light of their financial ability, and so forth, but we still 
have a serious freight-car shortage in the event of mobilization. 

Mr. Puuirs. What you really are getting at the present time are 
replacements instead of additions to the original number? 

. Kyupson. That is about it. 


PROCEDURE FOLLOWED IN TAX AMORTIZATION APPLICATIONS 


Mr. Putures. What do you do in tax amortization that in effect 
is ‘ity sone by the Internal Revenue office or ODM? Do you just 
cert 

Mr. Knupson. No, sir. 

Mr. Puiues. Do you write the tax amortization? 

Mr. Knupson. No. We document the case. Sometimes it is neces- 
sary to send a man out into the field to have a field check. For instance, 
the Union Pacific Railroad built a bypass on their line from Laramie 
to Cheyenne, the effect of which will be to save thousands of car-days 
a year. They applied for an accelerated tax amortization. That 
case took us, I guess, a couple hundred man-hours to work out. There 
was $16 million or $20 million involved, and before we would put our 
stamp of approval on it, we made darn sure it had a definite necessity. 

Mr. Prius. Does ODM actually use the material you build up, or 
does the Internal Revenue use it? 

Mr. Knupson. My understanding is that after the decision is made 
by ODM to allow accelerated amortization, the applicant reports that 
on his tax forms and it is accepted at face value by the Bureau of In- 
ternal Revenue and they do not go behind it. 

Mr. Puurirs. This is for somebody to certify it? 

Mr. Sirver. The certificate is issued by the Director of ODM. 

Mr. Putups. You send that in? 

Mr. Stiver. ODM sends that in to Internal Revenue. 

Mr. Pumuws. How many of the cases you recommend for tax 
amortization to ODM are turned down by that agency after it gets 
them from you? 

Mr. Stiver. I do not know. 

Mr. Knupson. I do not know. I think the figure is 10 percent or 
something like that. 

Mr. Henvon. I would say it would be very negligible—the number 
that are turned down that we recommend, either initially or on appeal. 
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Mr. Putuiirs. Do you have any figures, rather than a general state- 
ment that it is a negligible number ¢ 

Mr. Henvon. No; I do not have the figures that show the number 
that we recommended and the number that they denied contrary to our 
recommendations. 

Mr. Sitver. Here are some figures. For the quarter ending in 
-ermneten DTA received requests for 150 and recommended for denial 

Mr. Knupson. I think probably my figure of 10 percent is too high. 

(Discussion off the record. ) 


OTHER OBJECTS OF EXPENSE 
Mr. Puiuies. We will insert pages 35 and 36 of the justifications. 


EXPLANATION AND JUSTIFICATION OF THE AMOUNTS REQUESTED FOR THE FISCAL 
YEAR 1955 ror OBJECTS OTHER THAN PERSONAL SERVICES 

Travel 

The $15,300 requested under this heading for 1955, is the same as the estimated 
obligations for 1954, and is needed for necessary travel of the Administrator and 
other employees in connection with program activities including civil defense 
and advance mobilization planning; meetings with industry and shippers con- 
cerned with defense production ; investigations of defense loans and tax amortiza- 
tion; and for the cost of per diem and transportation w. o c. and w. a. e. 
consultants. 


Communication services 

The $8,000 requested under this heading for 1955 is the same as the estimated 
obligations for 1954, and is needed to provide for local telephone service, long 
distance telephone service, and telegrams; and for the payment of postage on 
mail matter based on prices established by the Postmaster General in Order No. 
55,348, dated August 31, 1953, issued pursuant to Public Law 286, 83d Congress, 
approved August 15, 1953. 


Printing and reproduction 

The $2,000 requested under this heading for 1955 is the same as the estimated 
obligations for 1954 and is needed for necessary standard forms, letterheads 
purchased from the Government Printing Office, and for the printing of reports,. 
studies, and special analyses. 


Other contractual services 

The estimate of $2,000 requested under this heading is the same as the esti-. 
mated obligations for the fiscal year 1954, and is required for the repair and main-- 
tenance of equipment and for other miscellaneous services. 


Supplies and materials 

The $1,700 requested under this heading for 1955 is the same as the estimated 
obligations for 1954, and is needed for the necessary office supplies and materials, 
duplicating supplies, and gas, oil, and other automobile supplies. 


Equipment 


The $500 requested under this heading for 1955, is the same as the estimated. 
obligations for 1954, and is needed for miscellaneous items. 


Tares and assessements 
The $500 requested under this heading for 1955 is the same as the estimated: 
obligations for 1954, and is needed to provide for the Federal Government’s 
contribution for those employees subject to the social-security amendments of 
1950. 
TRAVEL EXPENSE 


Mr. Putturs. These are minor items, but tell us why you want to 
spend $15,300 for travel with a reduced number of people. 
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Mr. Barker. The reduction in people is very slight. We have now 
30 classified people on the payroll; we now have 3 w. o. c. consultants 
and 2 w. a. e. consultants, We have roughly 35 people now. 

Mr. Putures. Do not be afraid to make slight reductions when 
you come before this committee. We welcome all sizes. 

Mr. Barker. This $15,300 is for travel for our full staff, including 
w. 0. c. consultants whom we give $15 per diem subsistence allowance 
when they come and serve for free. It also pays the subsistence per 
diem for our w. a. e. consultants. It is a very minimum reasonable 
allowance in my opinion. 

Mr. Puitiies. My question was you are reducing the people but are 
not reducing the amount expended. 

Mr. Barker. If you will turn back to page 3 and compare the 1954 
current experience of our staff, 35 positions 

Mr. Putiies. Reduced to 26. 

Mr. Barker. Reduced to 26—you will find 3 of those reductions of 
staff are from my office and 6 are from Tax Amortization and Defense 
Loans. None of those people do any travel. 

The reason we need travel money is for the consultants, primarily, 
and the few staff officers who make official travel during the year. 


COMMUNICATION SERVICES 


_Mr. Putturrs. The same question is directed at your “Communica- 
tion services” item. How about the people who stay home? Do you 
think they are going to talk the same amount on the telephone as they 


did in the current year? 

Mr. Barker. Yes; I think our “Other objects” requirement, par- 
ticularly in travel and in communications, will, if anything, be ac- 
celerated in the coming year. We have still work to do in connection 
with tax amortization in the field that requires telephone as well as 
travel expense; we have civil-defense responsibility that will require 
some travel; we have mobilization-planning responsibility that will 
require some travel. When I say “travel,” I mean it will require either 
our own regular staff or consultants we will have to call upon and pay 
their travel expense. 

Mr. Putuires. Apparently that completes it. Will we see you next 
year? 

SERVICES OF ADMINISTRATOR 


Mr. Knupson. Mr. Chairman, I am not sure you will see me next 
ear. I am eligible for reappointment as a Commissioner and, if the 
resident does not see fit to reappoint me, I shall be a private citizen 

next year. 

I want to thank you very kindly for the receptions you have given 
me and, if I can help you in any capacity, public or private, feel free 
to call on me. 

Mr. Tomas. You have done a tremendous job. You have brought 
a fresh point of view to the Commission with your youth, your driving 
power, and outstanding ability, and the Government ste your serv- 
ices for a good many years to come. I am sure the executive branch 
of the Government will recognize your talents as we do. We certainly 
hope you stay for many, many years. 

Mr. Kwnoupson. Thank you. That makes me feel humbly grateful 
for the 25 years of day-and-night service I have put in in my Govern- 
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ment work. It is not an easy thing to errs ope separation from 
it. At the same time, I have six children that I have to support. 

Mr. Putires. What is the term of an ICC Coningesionee € 

Mr. Knupsen. 7 years. 

Mr. Jonas. I am surprised. I thought you had been reappointed. 

Mr. No. 

Mr. Jonas. When did your term expire? 

Mr. Knupson. I am carried over from December 31. You see, 
a Commissioner can serve until his successor is appointed. 

Mr. Jonas. I would just like to endorse the comments made by Mr. 
Thomas. 

Mr. Knupson. I did not fish for any of that, and what I want to 
do is to say thank you. 

Mr. Puturrs. We all join in Mr. Thomas’ comments. 


FREIGHT CAR PRODUCTION 


Mr. Barker. Would you like to have a specific statement on freight 


cars? 
Mr. Putas. Yes. Suppose you insert that in the record. 
(The information requested is as follows :) 
Fepruary 11, 1954. 
Hon. JoHn PHILLIPs, 
Chairman, Independent Offices Subcommittee, 
House Appropriations Committee, Washington, D. C. 

Dear CHAIRMAN PHILLIPS: Pursuant to the request of your subcommittee made 
at this morning’s hearing on the budget estimate of the Defense Transport 
Administration, I am pleased to attach hereto for the record a statement of 
freight car production under DTA-sponsored and DTA-approved freight car 
goal and the record of the installations and retirements of freight cars by class I 
railways between January 1, 1950, and January 1, 1954. 

Similar data for class II and III and switching railways and private car 
companies are not readily available but could be obtained if the committee desires 
such information. 

Generally speaking, 85 percent of the freight-car fleet of the Nation is owned 
by class I railways and, as the attached statement shows, approximately S89 
percent of the freight cars produced during the period shown were installed by 
class I railways. 

Very truly yours, 
James K. Knupson, 
Administrator. 


Statement of freight-car production under DTA-sponsored and DPA-approved 
freight-car goal installations and retirements on class I railways 


Approved freight-car production goal (Jan. 1, 1950 to July 1, 1954)__--. 436, 000 


Freight cars produced (Jan. 1, 1950 to Feb. 1, 1954) 302, 093 
Goal balance as of Feb. 1, 1954 133, 007 
Freight cars on order as of Feb. 1, 1954 27, 959 
Orders needed to complete goal 105, 048 


INSTALLATIONS AND RETIREMENTS, CLASS I RAILWAYS 
Jan. 1, 1950, to Jan. 1, 1954: 


Installations : 264, 691 
Retirements 241, 570 
Net gain 23, 121 


Nore.—Class I railroad installations during the period shown represent ap- 
proximately 89 percent of freight-car production. The balance of freight-car 
production went to class II and III and switching railways and to private car 
companies. 

Source. Defense Transport Administration, Feb. 11, 1954. 
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Mr. Kine. For your information, Mr. Chairman, ODT expired 
finally—that included writing reports, and so forth—as of July 1, 
1949, and we were not set up in business until after Korea, in October 
1950. There was no defense transport organization of any kind in that 
intervening period. 

Mr. Pumuies. For how long? 

Mr. Kine. We were inactive pretty much—I was with Colonel 
Johnson, as was Mr. Silver—we were inactive, comparatively speak- 
ing, from about 1947 until 1949. We had a small staff there, half a 
dozen people, in the business. Then Mr. Silver left and came back 
in 1950. 

Mr. Pures. Did the country get along all right? 

Mr. Kine. Fine. 

Mr. Putiures. Thank you, gentlemen. 

Mr. Tuomas. Good luck to you all. 


Turspay, Fesruary 16, 1954. 
NATIONAL SECURITY COUNCIL 


WITNESSES 


ROBERT CUTLER, SPECIAL ASSISTANT TO THE PRESIDENT FOR 
NATIONAL SECURITY AFFAIRS 

JAMES S. LAY, JR., EXECUTIVE SECRETARY 

EDWARD R. SAUNDERS, BUDGET OFFICER 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Unobligated balance, estimated 
Obligations incurred................--.----------------- 155, 000 215, 000 215, 000 
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Obligations by activities 

Policy coordination: 

1954... 215, 000 
00 215, 000 
)93 
DOT 
959 
048 
691 
570 7 
ap- 
car 
car 


Total number of permanent positions... 27 28 28 
Full time equivalent of all other positions. .._.................|...-....------ 1 1 
Average number of all employees. _.........-...-.-.-....-.-- 23 26 7 
Average salaries and grades: ss 
General schedule grades: 
Crafts, protective, and custodial grades: 
01 Personal services: 
$142, 985 $181, 203 $188, 177 
Other positions 11, 000 9, 000 
jar pay in excess of 52-week base .............-...|------.-------- 697 723 
Payment above basic rates-____.............---.-----.- 4, 287 4, 000 4, 000 
Total personal services ___. 147, 272 196, 900 201, 900 
04 Communication services. -_--.- a 2, 728 2, 500 2, 500 
915 2, 500 2, 500 
2, 736 2, 600 2, 100 
Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year_....._...._........-.-. $10, 647 $13, 163 $29, 661 
Adjustment in obligations of prior years. 
Obligations incurred during the year_...........--.-..--.---.- 155, 000 215, 000 215, 000 
166, 650 228, 163 244, 661 
Deduct unliquidated obligations, end of year -__..._......---- 13, 163 29, 661 31, 806 
153, 487 198, 502 212, 855 
Expenditures are distributed as follows: 
Out of current authorizations. 143, 143 187, 050 187, 050 
Out of prior authorizations.................-...--.-.----.- 10, 344 11, 452 25, 805 


Mr. Puruirs. We have before us representatives of the National 
Security Council, with Gen. Robert Cutler, who is the Special Assistant 
to the President, I imagine as spokesman, and accompanying him are 
Mr. James 8. Lay, Jr., executive secretary, and Mr. 3 . Saunders, 
budget officer. 

Do you have a statement you would like to make ¢ 

Mr. Cuter. Yes, sir; if you wish. 

Mr. Puttures. Do you wish to make it in full? 

Mr. Curter. I think it will help if I would go through it. 

Mr. Pu sips. Suppose we authorize it to be put in the record in full, 
and then you can use your own judgment as to how closely you want 
to follow it. 


GENERAL STATEMENT 


1. With your permission, I should like to make a brief statement explaining 
the requested appropriation of $215,000 for the National Security Council for 
fiscal year 1955. This represents a decrease of $5,000 below the $220,000 appro- 
priation for fiscal year 1954. It is estimated that obligations during fiscal year 
1954 can be held to $215,000, the same amount as requested for fiscal year 1955. 
Based upon experience, the amount of $215,000 is considered to be the minimum 
necessary to carry out President Eisenhower's desire for a strong and effective 
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National Security Council, fully capable of performing its statutory function 
during these critical times when our national security is threatened both at home 
and abroad. 

2. The statutory function of the Council is to advise the President with respect 
to the integration of domestic, foreign, and military policies relating to the 
national security and, according to Presidential direction, to coordinate policies 
and functions of Government agencies relating to the national security. The 
Council performs this function by recommending to the President the policies 
and programs which are required for our national security in the light of the 
world situation facing us. In addition the Council periodically reviews and 
appraises the entire world situation and the status of all United States security 
policies and programs in order to recommend any changes therein which may 
he required by existing or anticipated world developments or by the fiscal and 
budgetary outlook. The specific programs involved include our foreign relations, 
military program, defense mobilization program, foreign military and economic 
assistance, atomic energy, civil defense, stockpiling, foreign information, foreign 
intelligence and related activities, and internal security. 

3. By law, the Joint Chiefs of Staff are the principal military advisers to the 
National Security Council, as well as to the President and the Secretary of 
Defense. The Central Intelligence Agency is, by law, under the direction of 
the National Security Council and is the intelligence adviser to the Council. 
The Director of the United States Information Agency, established by Reorgan- 
ization Plan No. 8 of 1953, reports to and receives instructions from the Presi- 
dent through the National Security Council or as the President may otherwise 
direct. 

4. The President attaches great importance to the effective functioning of the 
Council. He has always considered it an agency which can be of major assist- 
ance to the Chief Executive in solving the great issues involving our national 
security. Immediately upon assuming office, he caused a thorough survey to be 
made with a view to strengthening the Council. On March 17, 1953, he approved 
a number of recommendations toward this end resulting from that survey. 
Since that time he has approved various additional steps to make the Council 
a still more effective organization. 

5. Experience during the calendar year 1953 has justified and confirmed Presi- 
dent Eisenhower’s views and actions regarding the strengthening of the Council. 
During 1953 the Council, with the President presiding, made a thorough review 
of our principal policies and programs relating to the national security. The 
results of this review, and the new policy decisions resulting therefrom, are 
reflected in the national security programs submitted to the Congress by Presi- 
dent Eisenhower and in the many measures being taken to strengthen the security 
of the Nation both at home and abroad. 

6. Some idea of the increase in the Council’s activities and workload under 
the present administration will be gained from the following table: 


Total 
between Total during | Largest num- 
Sept. 26,1947| calendar ber in any 
and Dec. 31,| year 1953 prior year 
1953 


Items on agenda for Council meetings___.._...............---- 1,001 305 1192 
! Year 1951. 


7. The principal organizational measures which have been approved by the 
President to strengthen the Council’s policymaking and s,aff organization and 
procedures and which were carried into effect during calendar year 1953, are 
summarized below : 

a. In order to make possible a genuine exchange of ideas and further free 
discussion, there will not, as a general rule, be more than eight persons who 
have the right formally to participate as Council members. This number in- 
cludes statutory members and standing request and ad hoe participant mem- 
bers; but does not include advisers, observers, and the Special Assistant to the 
President for National Security Affairs and NSC staff members. 
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At the present time, the Council’s statutory membership consists of the Presi- 
dent, the Vice President, the Secretaries of State and Defense, the Director of 
the Foreign Operations Administration, and the Director of the Office of Defense 
Mobilization. At the standing request of the President, the Secretary of the 
Treasury participates in all Council activities, and the Director of the Bureau 
of the Budget may attend and participate in Council meetings. The Chairman 
of the Joint Chiefs of Staff, the Director of Central Intelligence, and the Special 
Assistant to the President for Cold War Planning, attend all Council meetings 
as advisers. In addition, at the President's direction the heads of other execu- 
tive departments and agencies participate from time to time with the Council 
when matters of direct concern to them are under consideration. 

b. The Special Assistant to the President for National Security Affairs is the 
principal executive officer of the National Security Council and serves as Chair- 
man of the Council’s Planning Board. He does not have status as a statutory 
or participant member or preside at Council meetings. He has general super- 
vision over the Council’s staff. He briefs the President before each Council 
eg on the agenda, and attends all meetings of the Operations Coordinating 

rd. 

ec. The principal body for formulation and transmission of policy recommen- 
dations to the Council is a Planning Board, composed of members and ad- 
visers nominated by the members and advisers of the Council (other than the 
President and the Vice President) and appointed by the President with the 
title of “Special Assistant to the (Secretary of State) for NSC Affairs.” Each 
person so appointed: 

(1) Has as his principal responsibility, which overrides all other duties and 
with which no other duty can interfere, his work with the Board, including 
preparation for and attendance at meetings; yet at the same time continues to 
be sufliciently in the stream of activity of his department or agency so as to be 
capable of representing its views. 

(2) Has direct access to and the personal confidence of the head of his de- 
partment or agency. 

(3) Has the authority of the head of his department or agency to utilize its 
resources to perform his Board function. 

d, The NSC staff now includes a small special staff to assist in performing, 
among other, the following duties : 

(1) Independent analysis and review of each Planning Board report before 
its submission to the Council by— 

(a) Examination of all documents referred to in the report in order to 
verify the reference. 

(b) Examination of the report to determine that it states the issues com- 
prehensively and clearly ; that it develops the subject logically and presents 
as a standard procedure, the alternative courses of action and the factors 
which support and which oppose each alternative; and that the conclusions 
reached are meaningful as operational guidances. 

(c) Amendment of the report, in conformity with (a) and (b), before final 
approval and forwarding by the Planning Board. 

(2) Continuous examination of the totality of national security policies with 
a view to determining if gaps exist which should be filled and if important issues 
or anticipated developments are sufficiently explored. 

(3) Integrated evaluation of the capabilities of the free world versus the capa- 
bilities of the Soviet and satellites, and estimates of the situation, in order to 
bring such evaluations and estimates before the Council. 

(4) Providing a chairman or member of, or observer with, ad hoc civilian or 
civilian-staff committees, and assistance in recruiting such committees. 

(5) Keeping currently informed on the status of all national security programs 
and seeing that reports and pertinent information thereon are currently available. 

e. The internal security officer on the NSC staff has been provided with a staff 
assistant, because of the workload and responsibilities in this vital field of 
internal security. 

f. In order to bring to the Council deliberations a fresh, frequently changing 
civilian point of view and to gain public understanding of national security 
problems through the use of civilians of stature, the President from time to time 
appoints on an ad hoe basis one or more civilian consultants or small civilian 
committees as informal advisers to the Council or for special tasks. Examples of 
potential usefulness of civilian consultants or civilian committees : 

(1) To consider and report to the Council on some specific new proposal 
or some long-range general project, after which its report would be reviewed 
by the departments and agencies concerned. 
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(2) To review for the Council some proposal developed and recommended 
by the Planning Board. 

(3) To assist in the preparation of special reports for consideration by 
the Council or for guidance to Council committees. 

8. In addition to the above-described policymaking and staff organization, 
there are committees or boards reporting to the National Security Council which 
are responsible for coordinating various national security programs: 

a. Two of these committees coordinate activities in the field of internal secu- 
rity. One is the Interdepartmental Intelligence Conference (II1C), which is 
responsible for the coordination of the investigation of all domestic espionage, 
counterespionage, sabotage subversion, and other related intelligence matters 
affecting internal security. The IIC is composed of the Director of the Federal 
Bureau of Investigation (chairman), the Director of Intelligence of the Army, 
the Director of Naval Intelligence, and the Director of Special Investigations 
of the Air Force. The other committee is the Interdepartmental Committee on 
Internal Security (ICIS), which is responsible for coordinating all phases of 
the internal security field other than the functions under the purview of the 
IIC. The ICIS is composed of representatives of the Departments of Justice 
(chairman), State, Defense, and the Treasury. 

b. The President, on September 2, 1953, issued an Executive order estab- 
lishing the Operations Coordinating Board (OCB), which reports to the Council. 
Whenever the President so directs, after a national security policy (other than 
those involving internal security functions) has been recommended by the 
Council and the President has approved it, this Board will undertake to assure 
that the detailed plans made in the departments and agencies of the Govern- 
ment to carry out the policy are effectively integrated, and are carried out so 
as to make the maximum contribution to the attainment of national security 
objectives and to the particular climate of opinion the United States is seeking 
to achieve in the world. The OCB is composed of the Under Secretary of State 
(chairman), the Deputy Secretary of Defense, the Director of the Foreign 
Operations Administration the Director of Central Intelligence, and a repre- 
sentative designated by the President (Mr. C. D. Jackson, special assistant to 
the President). 

9. I believe that the Council’s record to date furnishes ample proof of the 
desire and intention to keep the NSC staff as small as possible commensurate 
with its duties of assisting the Council in its important function. When the 
Council was created in 1947 it was anticpated that a total of 30 career em- 
ployees might be needed on its staff. Despite the heavy responsibilities placed 
on the Council by the developing world situation, the Korean situation, our 
mobilization effort, and their heavy impact upon the national economy, the size 
of the NSC staff has been kept within this original estimate and appropriations 
requests have accordingly been kept to a minimum. The latest example of this 
effort is the reduction of $5,000 in estimated expenditures during fiscal year 
1954 under the appropriations for that year. To continue effectively to meet 
the increased demands which President Eisenhower is placing upon the Council, 
however, this budget requests a continuance of a staff of 28 persons. 

10. Your approval of an appropriation of $215,000 is therefore requested so 
that the staff work for the Council may be effectively performed in line with 
President Eisenhower's plans and in the interest of our national security. 


STATUTORY FUNCTION OF THE COUNCIL 


The Council is a statutory board created by the National Security 
Act of 1947. It has the purpose of integrating foreign and domestic 
and military security policies and of coordinating the functions of 
Government that deal with these problems. It is a tool of the Presi- 
dent. It assists him in resolving executive policy on security prob- 
lems. It does not make decisions in and of itself. It is a recom- 
mendatory and advisory body to the President. 

The specific programs involved are manifold and include foreign 
relations, the military program, the defense-mobilization ae rom 
foreign military and economic assistance, atomic energy, civil defense, 
stockpiling, foreign information, foreign intelligence and related 
activities and internal security. 
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Mr. Purturrs. How do these get to the National Security Council? 
Does the Council think them up itself, or does someone present them 
to the Council to act upon? 

Mr. Curt er. I was going to develop that, but I will answer it di- 
rectly now, if you wish. 

Mr. Putuirs. Follow your own order. 

Mr. Curter. Let us dispose of that question right now. But I 
think it would be desirable for me to point out what the Council 
structure is, because then the answer becomes much more apparent. 


INDIVIDUALS PARTICIPATING IN COUNCIL MEETINGS 


The Council has six statutory members—the President, the Vice 
President, Secretary of State, Secretary of Defense, Director of the 
Foreign Operations Administration, and Director of the Office of 
Defense Mobilization. It also has three — who come to all of 
the meetings as advisers—the Chairman of the Joint Chiefs of Staff, 
the Director of Central Intelligence, and another special assistant 
of the President, Mr. C. D. Jackson, who advises the President on 
what we call cold-war planning. So regularly there are at the table, 
in addition to the 6 statutory members, the 3 advisers and myself, 
Mr. Lay and Mr. Lay’s deputy, who help run the meetings for the 
President, who presides at the meeting. In addition to that, the 
President has requested the Secretary of the Treasury to attend all 
meetings. So, in addition to the 6 statutory members, that makes 7 
who attend all meetings. 

The Director of the Bureau of the Budget has been asked by the 
President to come to meetings on those matters that will be of great 
interest to him. So very frequently we have 8 members of the Coun- 
cil at the table, 3 advisers who theoretically do not speak unless they 
are spoken to for advice, although we do not observe hard and fast 
rules, and 3 staff members who assist the President in running the 
meeting. That makes a total of 14. 

Then we ask people who have specific interests in an agenda item 
to come and participate in that item. We often build up to six dif- 
ferent items on the agenda; and the meetings last from 2 to 3 hours, 
normally. For instance, the Attorney General may be interested in 
some item relating to internal security; the Secretary of Commerce 
may be interested in an item relating to East-West trade; the Secre- 
tary of the Interior may have an interest in an item relating to petro- 
leum policy, and very frequently the Chairman of the Atomic Energy 
Commission attends. I would say he comes to 6 or 7 out of every 
10 meetings on some item of interest to him. 

But we have a tremendous problem of balancing to observe. T am 
sure you realize if you have more than X number of people sitting 
at a table when you are discussing very important and sensitive mat- 
ters, you cannot have full and free discussion. There is this constant 
pull between having a group small enough so that they can really 
sms in the kind of full and frank discussion that the President 
i 


kes and which helps him in what he has to do, and the pressure of 
lots and lots of people to come to Council meetings. They always 
want to come and always do come when they are asked. 

The Council itself meets every Thursday at 10 o’clock; the Cabinet 
meeting is Friday at 10 o’clock. 
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NSC PLANNING BOARD 


Directly under the Council is what is called the NSC Planning 
Board, of which I am Chairman as one of my functions for the Presi- 
dent. The Planning Board is made up of representatives, of the rank 
of Assistant Secretary, of the people who sit at the Council table. As 
TI say, I represent the President as Chairman. The Vice President does 
not have a representative; but, for example, the Secretary of State is 
represented by the Director of his Policy Planning Staff; the Secre- 
tary of the Treasury is represented by his General Counsel; the Sec- 
retary of Defense is represented by Assistant Secretary Nash, and so 
on through the other members. The Planning Board meets three times 
a week—Mondays, Wednesdays, and Thursdays, and our meetings run 
from 3 to 5 hours. 

Mr. Puiuures. Three times a week? 

Mr. Curter. That is right. We have one meeting in the afternoon 
directly after the Council meeting in the morning. 

This is the body through which all of the papers to be considered by 
the Council must pass and it works them into a form where they are 
appropriate for Council consideration. I do not mean to say that at a 
Council meeting someone is not free to bring up something, if there is 
an emergency or there is some reason for bringing it up, without 
having it on the agenda and properly prepared. But those of you 
who are familiar with things of this kind know that, unless you have 
® sensitive and highly confidential and important subject thoroughly 
worked over by the representatives of the departments and agencies 
who are interested in the problem, and out of that work is prepared 
a very carefully worded statement—not necessarily always agreed to, 
but representing the best views of the departments and agencies ex- 
pressed as well as possible—if you do not have that type of paper, 
then you do not have the most profitable discussion at the Council 
meeting. 

Theoretically, it should work like this. The idea of an issue to be 
presented to the Council may be germinated by the President, by a 
memorandum to me; it may germinate in the Council out of a dis- 
cussion we have on some issue; it may come from a department or 
agency ; it may come out of our little Council staff, or may come from 
almost anywhere as long as it is a good idea and the President thinks 
we ought to pursue it. Then we take up the idea in the Planning 
Board and the principal agency or a committee composed of repre- 
sentatives of several agencies interested in this subject are asked to 
make an initial staff study; that is, to get all of the facts together and 
see what there is about this issue that must be known before one can 
come to grips with forming policy. Then the staff paper is prepared; 
composed of the staff study, sometimes with a draft of a policy state- 
ment attached to it. The staff study may be 20, 30, 40, 50, or 60 pages 
presenting a full, comprehensive treatment of the issue. A policy 
statement normally is only 10 pages long, and that is based upon the 
staff study. 

The Planning Board meets. We have an agenda set up for all of 
our meetings, and try to schedule them a month ahead, so the full 
work schedule will be before everybody and they can prepare for it. 
We will consider a paper, as we did yesterday—we had a meeting from 
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2 until 10 minutes to 7, and we were discussing a paper which had 
been prepared by an ad hoc committee which knows the most 2hout 
this subject, and they had prepared a 35-page paper and, in the course 
of those 5 hours of hard, tightly knit, searching discussions, we got 
about 20 pages of it worked over and corrected and in conformity with 
our ideas, searching out errors, trying to make it express most mean- 
ingfully the points at issue. Then it will come back to the Plannin 

rd next week, and then comes back the third week, and the thir 
— Ng are hopeful we will have it in shape to put in front of the 

ouncil. 


PERSONAL SERVICES 


Mr. Putirs. Suppose you tell us the difference between the pro- 
gram you are describing now for the year 1955, so far as its cost is 
concerned, and in 1954 and the preceding year. 

I notice personal services for 1953 amounted to only $147,272; in 
the current year you expect to spend $196,000; and you are asking for 
$201,900 for next year. Why has this program or system you describe 
increased $50,000 or $60,000 ¢ 

Mr. Cutter. May I answer that in two ways? The first way is 
this, that the President has attached to the efficient operation of the 
National Security Council a primary concern. He has been very 
much interested in making the Council a more effective instrument, as 
he considered it should be, to advise him, and to bring his principal 
advisers into meetings with him on these important topics. 

If you will look at page 3 of my little statement, which I did not 
get a chance to mention, this illustrates one reason for the rise in ex- 

nditures. You see there have been 178 Council meetings since the 

ouncil began in September of 1947, through the calendar year 1953 
and, of those 178 meetings, 51, or about one-third, were held last year. 
The largest number in any prior year was 34. 

On agenda items—this is the record of actions of the Council in 
the year 1953—there have been 1,001 in that period of 614 years, and 
305, or 30 percent, were taken in the year 1953. 

In other words, the work of the Council has about doubled over the 
year 1952 in the year 1953. 

Mr. Puts. How many employees do you have for next year on 
the payroll of $201,900? I take it that the members of your staff, 
all ohne task force, are paid out of their own rns. 

Mr. Curuer. The staff of the Council, Mr. Phillips, is 28. I am not 
on the Council staff. I and my 2 secretaries are on the White House 
staff. The Council staff consists of 11 people who are secretarial, who 
run our mimeographing, and so forth—you see, all of our material has 
to be processed by ourselves; everything we touch is of a most sensi- 
tive and secret nature, and it has to be distributed by our people—then 
we have 11 people, beginning with Mr. Lay, who is the head of the 
staff, and running down through people who do the various thinkin, 
pieces of work to help me in the discharge of these responsibilities, an 
6 administrative assistants. 

Mr. Puiirps. You have an average salary of $7,210. 

Mr. Curter. They are very high-grade people. They should be. 
The permanent statf of the Council should be civil servants of the 
highest character, the highest intelligence. They deal with the top- 
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most secrets in the Government; they work closely with the top people 
in the Government. 

Mr. Puturrs. How can you get people like that off of the civil- 
service list 

Mr. Jonas. He said civil servants, not civil service. 

Mr. Cutter. Everybody who comes to work for the Council is 
given a full-scale security investigation. 

Mr. Puiurs. Then they are not under civil service ? 

Mr. Curier. Some of them are. 

Mr. Lay. They are under schedule A of Civil Service, which is an 
exempted list. 

Mr. Tuomas. Even the clerical force, too? 

Mr. Lay. That is right. This was authorized at the very beginning 
of the Council for security reasons and because of the need for a very 
careful check. 

Mr. Pures. Then you do not take your people off the civil-serv- 
ice list, but once you have secured your personnel they go under sched- 
ule A, in order to give them the same salary which would be paid 
them if they were under civil service? 

Mr. Lay. That is right. We use very rigidly the civil service 
standards for people in those various positions as regards their 
qualifications. 


RELATIONSHIP WITH OTHER AGENCIES CONCERNED WITH NATIONAL 
SECURITY ISSUES 


Mr. Puitiies. What is your relationship to the other organizations, 
then—the ODM, or any other organization which has some relation 
to national security ? 

Mr. Curter. Well, the National Security Council is the statutory 
body which advises the President of the United States on matters of 
national security policy in order to assist him in forming them. If 
there are agencies in the executive branch that touch on those matters, 
they are members of the Council, like the Director of ODM and the 
Director of FOA, and they have representatives on the Planning 
Board. Also, by statute, the CIA reports to the Council; the Oper- 
ations Coordinating Board reports to the Council. And we have two 
standing committees which are referred to in my story on page 8— 
the Interdepartmental Intelligence Conference, which has on it Mr. 
Hoover as chairman, and the Directors of Security of the Army, 
Navy, and Air Force. They are engaged in coordination for all in- 
vestigatory matters. The other committee is the Interdepartmental 
Committee on Internal Security, which is composed of people from 
Justice, State, Defense, and Treasury at a high level. 

Now you asked what is our relation with it. This very small 
statutory body is really a little weapon in the hands of the President 
that he uses to help him in formulating those big policy decisions. 


AMOUNT OF BUDGET REQUEST 


We are requesting the same amount we expect to spend this year. 
You asked me why we need as much as last year. 


wy 
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Mr. Puuuirs. I think you are asking for more money. You are 
asking for a figure which is the same, but am I right that you expect 
us to reappropriate the $5,000, or will that go back into the Treasury ? 

Mr. Cutter. No; we are not spending as much. We asked for 
$220,000 for fiscal 1954, and we have now estimated we will spend 
$215,000. If we do not spend it, we will return it. We are not trying 
to get any more money than we need. 


INCREASE IN PERSONAL SERVICES 


Mr. Putures. You have reduced supplies and materials by $500, 
and also have reduced equipment, which is understandable, by $4,000. 
So, by those two items alone you have increased the personnel by 
$4,500—just in those two items. 

r. Cutter. You see, the President, when I came down here, wanted 
me to respond to his interest in making the Council the type of organ- 
ization he wanted to help him. I said “All right; I will come down 
here and do that; give up what I am doing in civil life.” He said to 
look into the Council operation for a couple of months, make recom- 
mendations to him as to what I thought should be done to improve it, 
make it more efficient, make it more the way he would like to have it. 
And I made those recommendations in the fiscal year 1953, in March 
of last year. Then slowly we began implementing it. We took on 
4 or 5 more people—I cannot remember now how many—better to 
assist me in doing twice as much work as the Council had done before. 
So instead of taking $155,000, we estimated it would cost $220,000. 
Now we find we can do it for $215,000 and I think it will cost the same 
amount next year. We cannot be exact on it, because part of our 
burden is the extent to which the President wishes to use civilian 
consultants. 

Mr. Lay. May I detail the answer to the question you asked as far 
as figures are concerned ? 

Mr. Prius. You have actually shifted $5,000 from what would 
be a one-time appropriation, over into personnel, which is an appro- 
priation from year to year. So you have actually increased operating 
expenses, 

r. Lay. A substantial portion of that increase in personal services 
will be in-grade promotions. We have many career people who are 
reaching higher levels in their grades. 

That reduction in supplies and materials and equipment is due to 
the fact that, because of the increased personnel we had at the begin- 
ning of last year, we had to buy new desks, safes, and so forth. 

r. Pruturs. That is understandable. I am just saying it is actu- 
ally building up the annual cost of operation. 


TRAVEL EXPENSE 


How about this amount, $4,000, for travel, if you are all located 
right here in Washington ? 


USE OF CONSULTANTS 


Mr. Curter. That is for consultants. As you will see from this 
paper of mine, the President has an idea he wishes from time to time 
to ae qualified people who are not burdened with department re- 
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sponsibilities come in, and with presumably a fresh viewpoint, look 
at some of the things we are doing in the Council, after they have 
been pemene briefed and cleared, and give us a little different point 
of view than you get here in Washington. 

Mr. Putturirs, If this is such a secret and technical operation, who 
are the specialists that come in and the Council would need? 

Mr. Cutter. There are a great many people, you know, who have 
a quite highly specialized knowledge, like Jimmy Doolittle, Vannevar 
Bush and people who formerly held positions in the Government, 
men of broad experience. And we have all kinds of problems. For 
instance, the national petroleum policy does not necessarily need to 
have someone who is an expert in Government, but needs one who 
has a good head on him and has had broad experience in dealing 
with petroleum questions. And there are people who have been 
‘killed. in many different fields. For instance, the president of Wil- 
liams College was down here as a consultant for a while. He wrote 
a book, you remember, Scientists Against Time, it was called, I think, 
during the war. And sometimes it is just to get the opinion of some- 
body who is not burdened with departmental responsibilities. For- 
tunately, most of these people are patriotic and they have not charged 
us very much for their work. 


JUSTIFICATION OF ESTIMATES 


Mr. Putturs. We will insert pages 1, 2, 3, 4, and 5 of the justifica- 
iions at this point in the record, with the understanding that it does 


not duplicate material in the introductory statement of General 
Cutler. 


Mr. Cutter. I do not think it does. 


BupGet JUSTIFICATION, Fiscat YEAR 1955 


The National Security Council was established pursuant to Public Law 253, 
title I, section 101, 80th Congress, approved July 26, 1947, as amended by section 
3 of Public Law 216, 81st Congress, approved August 10, 1949, and by section 501 
(e) of Public Law 165, 82d Congress, approved October 10, 1951. By Reorganiza- 
tion Plan No. 4, effective August 20, 1949, the Council was transferred to the 
Executive Office of the President. The statutory function of the council is to 
advise the President with respect to the integration of domestic, foreign, and 
military policies relating to the national security so as to enable the military 
services and other departments and agencies of the Government to cooperate 
more effectively in matters involving the national security. Subject to direction 
by the President, it is the responsibility of the council to assess and appraise 
the objectives, commitments and risks of the United States in relation to our 
actual and potential military power, to consider policies in matters of common 
interest to the departments and agencies of the Government, and to make such 
recommendations and such other reports to the President as it deems appropriate 
or as the President may require. 

According to statutory provisions the council is composed of the President, 
the Vice President, the Secretary of State, the Secretary of Defense, the Direc- 
tor of the Foreign Operations Administration, and the Director of the Office of 
Defense Mobilization; and the Secretaries and Under Secretaries of other 
executive departments and of the military departments, the chairman of the 
Munitions Board, and the chairman of the Research and Development Board, 
when appointed by the President by and with the advice and consent of the 
Senate, to serve at his pleasure. By law, the Joint Chiefs of Staff are the 
principal military advisers to the National Security Council. In addition, the 
Central Intelligence Agency is, by law, under the direction of the National 
Security Council and is the intelligence adviser to the Council. The statute also 
provides that the Council shall have a staff headed by a civilian Executive Sec- 
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retary appointed by the President, with such other personnel as may be au- 
thorized by the Council. 

The concept of the National Security Council is that of an advisory staff for 
the President on all major policies affecting the national security. Accordingly, 
the Council performs its functions of advising the President by submitting for 
his consideration policy recommendations representing an integrated assessment 
and appraisal of our overall objectives, commitments, and risks in the light of 
our military and other capabilities. These recommendations represent the co- 
ordination of the various points of view of all appropriate executive depart- 
ments and agencies. 

President Eisenhower attaches great importance to the effective functioning 
of the National Security Council. He believes that it can be of major assistance 
to the Chief Executive in determining the great issues involving national security 
during these critical times. Accordingly, after careful study and experience, 
the President has directed numerous steps to be taken with a view to strengthen- 
ing the Council, the results of which are reflected in the following description of 
the Council’s organization and procedures : 


1. Participation in council meetings 

In addition to the above-cited statutory members, the President has directed 
that the Secretary of the Treasury participate in all Council activities and that 
the Director of the Bureau of the Budget attend all Council meetings. The 
Chairman of the Joint Chiefs of Staff, the Director of Central Intelligence, and 
the Special Assistant to the President (Mr. C. D. Jackson) attend all Council 
meetings as advisers. Moreover, at the President’s direction, the heads of 
other executive departments and agencies participate from time to time with 
the Council when matters of direct concern to them are under consideration. 
The Special Assistant to the President for National Security Affairs, the Execu- 
tive Secretary, and the Deputy Executive Secretary attend all Council meetings 
as staff, while other officials may be designated by the President from time to 
time to attend meetings as observers. 

The Council meets regularly in the Cabinet Koom of the White House once 
each week, with the President presiding or, in his absence, the Vice President. 
A writen agenda and reports to be considered are circulated well in advance 
of each meeting. 


2. Civilian consultants and civilian committees 

In order to bring to the Council deliberations a fresh, frequently changing 
civilian point of view and to gain public understanding of national security prob- 
lems through the use of civilians of stature, from time to time the President may 
appoint on an ad hoc basis one or more civilian consultants or small civilian 
committees as informal advisers to the Council. As a general rule, a civilian 
consultant will not formally participate in a Council meeting and a civilian 
committee will appear at a Council meeting only when its report is presented. 


8. Executive officers of the Council 

The Special Assistant to the President for National Security Affairs is the prin- 
cipal executive officer of the National Security Council and serves as Chairman 
of the Council’s Planning Board. He does not have status as a statutory or par- 
ticipant member or preside at Council meetings. He is appointed by the Presi- 
dent on the White House staff. 

There is an Executive Secretary appointed by the President and compensated 
at $15,000 a year. Under the supervision of the Special Assistant, the Executive 
Secretary is the head of the NSC staff, acts for the Special Assistant in his ab- 
sence, and advises and aids him in the performance of his duties. 

There is a Deputy Executive Secretary (GS-18 proposed) who, in addition to 
advising and aiding the Executive Secretary and acting for him in his absence, 
is the head of the NSC special staff. 


4. Planning Board of the Council 

The Planning Board is the principal body for formulation and transmission of 
policy recommendations to the Council and, in carrying out this responsibility, 
performs the following functions: 

(a) Anticipates and identifies problems and situations affecting the security 
objectives, commitments, and risks of the United States, and initiates action to 
provide the required analyses and draft policy statements for the consideration 
of the Council. 


—— 
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(b) Facilitates the formulation of policies, during the process of drafting 
policy recommendations, by marshaling the resources of the respective depart- 
ments and agencies; by identifying the possible alternatives; by endeavoring to 
achieve acceptable agreements; by discussing differences; by avoiding un- 
desirable compromises which conceal or gloss over real differences; and by re- 
ducing differences to as clearly defined and narrow an area as possible prior to 
reference to the Council. 

The membership of the Planning Board consists of the following: 

Members: 

Special Assistant to the President (Chairman) 

Department of State 

Department of the Treasury 

Department of Defense 

Foreign Operations Administration 

Office of Defense Mobilization 
Advisers: 

Office of the Joint Chiefs of Staff 

Central Intelligence Agency 

Operations Coordinating Board 
Staff : 
Executive Secretary 
Deputy Executive Secretary 
Coordinator, Board Assistants 


5. National Security Council staff 

The National Security Council staff performs the following duties: 

(a) Furnishing the secretariat for the Council, including the preparation of 
the agenda, record of actions, and status of projects, reproducing and distribut- 
ing papers for the Council, and maintaining the official Council files. 

(b) Acting as the official channel of communication for the Council, including 
notifying agencies of assignments to carry out approved policies. 

(c) Briefing the Vice President before each Council meeting on matters cov- 
ered by the agenda and providing him with such other staff assistance on NSC 
matters as he may desire. 

In addition, the NSC staff has been strengthened by the creation of a small 
special staff to assist in performing, among others, the following duties: 

(a) Independent analysis and review of each Planning Board report before 
its submission to the Council by: 

(1) Examination of all documents referred to in the report in order to verify 
the reference. 

(2) Examination of the report to determine that it states the issues compre- 
hensively and clearly; that it develops the subject logically and presents, as a 
standard procedure, the alternative courses of action and the factors which sup- 
port and which oppose each alternative; and that the conclusions reached are 
meaningful as operational guidance. 

(3) Amendment of the report, in conformity with (1) and (2) above, before 
final approval and forwarding by the Planning Board. 

(6) Continuous examination of the totality of national security policies with 
a view to determining if gaps exist which should be filled and if important issues 
or anticipated developments are sufficiently explored. 

(c) Continuing integrated evaluation of the capabilities of the free world 
versus the capabilities of the Soviet and satellites, and estimates of the situation, 
in order to bring such evaluations and estimates before the Council. 

(d) Providing a chairman or member of, or observer with, ad hoe civilian 
or civilian-staff committees and assistance in recruiting such committees. 

(e) Keeping currently informed on the status of all national security programs 
and seeing that reports and pertinent information thereon are currently available. 

(f) Maintaining, for the Special Assistant to the President for National Secu- 
rity Affairs, continuous liaison with the staff of the Operations Coordinating 
Board in order to assist in assuring coordination between the work of the Council 
and the Board. 

The above-numbered paragraphs describe the Council’s policymaking and 
staff organization and procedures, which this budget request is designed to 
support. In addition, there are committees or boards reporting to the Council 
which are responsible for coordinating various national security programs. 
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Two of these committees coordinate activities in the field of internal security. 
One is the Interdepartmental Intelligence Conference (IIC), which is responsible 
for the coordination of the investigation of all domestic espionage, counter- 
espionage, sabotage, subversion, and other related intelligence matters affecting 
internal security. The IIC is composed of the Director of the Federal Bureau 
of Investigation (Chairman), the Director of Intelligence of the Army, the 
Director of Naval Intelligence, and the Director of Special Investigations of 
the Air Force. The other committee is the Interdepartmental Committee on 
Internal Security (ICIS), which is responsible for coordinating all phases of the 
internal security field other than the functions under the purview of the IIC. 
The ICIS is composed of representatives of the Departments of Justice (Chair- 
man), State, Defense, and the Treasury. 

On September 2, 1953, the President took a further step toward increasing 
the effectiveness of the Council, by issuing an Executive order establishing the 
Operations Coordinating Board (OCB), which reports to the Council. Whenever 
the President so directs, after a national security policy (other than those in- 
volving internal security functions) has been recommended by the Council and 
the President has approved it, this Board will undertake to assure that the 
detailed plans made in the departments and agencies of the Government to carry 
out the policy are effectively integrated, and are carried out so as to make the 
maximum contribution to the attainment of national security objectives and to 
the particular climate of opinion the United States is seeking to achieve in the 
world. The OCB is composed of the Under Secretary of State (Chairman), the 
Deputy Secretary of Defense, the Director of the Foreign Operations Admin- 
istration, the Director of Central Intelligence, and a representative designated 
by the President (Mr. C. D. Jackson, special assistant to the President). 

An appropriation of $220,000 was authorized for fiscal year 1954. It is esti- 
mated that obligations during the year will be reduced to $215,000, resulting from 
estimated savings of $5,000 due to lower average employment than originally 
estimated ($2,958), lesser temporary employment ($3,800), and consultant travel 
($500), which is partially offset by increased overtime ($1,658) and other object 
items of expenditure ($600). 


PERSONAL SERVICES 


Mr. Jonas. Mr. Cutler, you started to tell us something about your 
28 positions, and you told us 11 were clerical. What are the others? 

Mr. Cutter. Eleven are clerical; 6 are administrative assistants 
and the 11 who assist in the thinking. Mr. Lay and Mr. Gleason, 
Deputy Executive Secretary, are two. Mr. Coyne and his assistant, 
Mr. Brigham, who deal with internal security, advise in that area 
which is coordinated through NSC. 

Mr. Boggs assists in the technical putting together of the Planning 
Board papers. After we have had 5 ow: of argument, somebody has 
to clear up the wreckage. We cannot sit down and finish every sen- 
tence and write it out, and he has the assistance of personnel from the 
executive agencies who help him to do that work. 

Then Mr. Johnson is in charge of getting out of all of this secret 
material. There are, of course, a great many revisions that have to be 
done over, and a good many papers that go out every week, mostly to 
members and their coworkers. 

Then I have a small special staff of 4 or 5 fellows who assist me in 
making sure that when we are studying a particular paper we are not 
missing any points; that we are checking everything back to the 
original source, that we are expressing them in the most. meaningful 
way. We allocate among these five eo all of the papers we are 
studying. If I were as good as I should be, probably I would not need 


all of those people, but I work 12 hours a day and I find I need some 
people to go through those papers with me, point out some of the high 
points that we must cover in the discussions and see that the papers, 
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when we finish with them, are as well and as meaningfully expressed 
as possible. 

e thing we have done—we now attach a financial appendix to the 
policy papers when we send them up to the Council. To get that infor- 
mation for the financial appendixes into recognizable form, under- 
standable form, is quite a task. We have one man who has had a back- 

ound in business who assists me principally on this. I want the 
Council to realize, when they are adopting a policy, what we estimate 
its cost will be over a period of years and where all of the funds will 
come from. 

Mr. Yates. Mr. Cutler, how many of your staff are under civil 
‘service 

Mr. Lay. 27 of them out of 28 are under schedule A of the civil- 
service regulations. My position is a statutory Presidential appoint- 
ment. All the remainder are under schedule A of civil service. 

Mr. Yates. Has the staff materially changed in the last year? What 
changes have taken place? 

Mr. Lay. Primarily the recruitment of the special staff General 
Cutler was just mentioning, of the additional people to do that work 
forhim. There has been, of course, some small turnover in the clerical 
people, but no substantial change except for the addition of the special 
staff. 

Mr. Currier. We find various ladies on the clerical staff wishing to 
get married, wishing to have babies, and wishing to have a home of 
their own, and therefore severing their employment with us during 
the year. 

Mr. Yates. But no part of the appropriation goes for that. 

Mr. Cutier. No; but we have to get somebody to take their place. 
There was no change in the higher personnel for those reasons. 


INTERNAL SECURITY COMMITTEES 


Mr. Yates. I notice you have two internal security committees oper- 
ating within the National Security Council. That is correct, is it not? 

Mr. Cutter. That is correct. That is told on page 8 of my little 
memorandum. 

Mr. Yates. Do these committees have supervisory jurisdiction over 
internal-security amar affecting Government agencies? 

Mr. Curter. They are interdepartmental committees that coordi- 
nate the work, so that it won’t be duplicated. ' 

Mr. Tuomas. He asked whether you have any supervision over 
them. The answer is no, you do not. 

Mr. Cutter. If we have supervision over them? 

Mr. Yares. Yes. 

Mr. Cutter. They report to the Council. 

Mr. Yares. All Government agencies report to the Council? 

Mr. Curtrr. I thought you said these two committees. 

Mr. Yates. The committees report to the Council? 

Mr. Cutter. That is right. 

Mr. Yates. Now do these two committees receive reports from all 
Government agencies with respect to internal-security problems? 

Mr. Cutter. I do not think so. 
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Mr. Lay. May I take one example. The Interdepartmental Intel- 
ligence Conference is one of those two committees. Mr. J. Edgar 
Hoover is Chairman and the other 3 members are the Security Chiefs 
of the 3 Armed Forces; the Assistant Chief of Staff, G-2 of the Army, 
and Naval Intelligence, and the Office of Special Investigations of the 
Air Force. The function of that committee is to coordinate the in- 
vestigative work between the military and civilian. 

Mr. Yates. This does not pertain, however, to the operations of 
the security program in the Government agencies themselves? This 
would pertain to the attempt to prevent sabotage and control any 
subversives outside of Government ¢ 

Mr. Lay. They also coordinate and develop investigative work lead- 
ing to security. 

r. Yates. Is not that primarily the function of your second in- 
ternal security committee, though, that handles security inside of the 
Government itself ? 

Mr. Lay. The one I was speaking of deals in the investigative field, 
in coordinating that work. The other committee does coordinate the 
other activities in the internal security field, other than investigative 
work, and they work on such matters as security against sabotage and 
improving the means of physical security for installations. They deal 
in personnel security matters, in problems concerning the patrolling 
of our borders to protect us against unconventional attack, etc. 

Mr. Yares. These two committees are the highest policy committees 
in our Government ? 

Mr. Lay. In the internal security field. 

Mr. Curter. They do not make policy; they are 
coordinating committees, so that these bodies may be brought together 
in a coordinated way. 


STATUTORY POWERS OF THE COUNCIL 


Mr. Yares. Those people exchange information, then. Who makes 
the policy ? 

Mr. Curter. The President makes the policy on the recommenda- 
tion of the Council. 

Mr. Putues. The general keeps saying the Council does not make 

olicy. 
Mr, Curter. That is true. 

Mr. Puitires. Actually the Council presents the results of its con- 
clusions in a form which will be a policy when the President approves 
it. 

Mr. Yates. They make recomemndations to the President ? 

Mr. Cutter. That is right. 

Mr. Pures. They lay down the piece of paper and the President 
puts his O. K. on the piece of paper, and then it is policy. 

Mr. Curter. If you look at the statute, you will see the statutory 
powers of the Council, as I said, are advisory and recommendatory. 

Mr. Yares. Referring to the Executive order for the dismissal of 
security risks in our Government, while it is true, I think, that the 
Executive order was issued by order of the President, was that upon 
the recommendation of the National Security Council ! 
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Mr. Curter. I do not believe that was presented to the Council 
a : went up to the President. It was prepared by the Attorney 

eneral, 

Mr. Yates. You made no recommendation on it at all? 

Mr. Cutter. I do not remember now. That was last year. I do 
not remember whether we did, or did not. 

Mr. Yares. I was under the impression that on matters of internal 
security in Government agencies, the National Security Council would 
take some recommendatory action on it? 

Mr. Cutter. I do not recall that it was presented to the Council— 
that particular paper. 


INVESTIGATIONS UNDER EXECUTIVE ORDER NO. 10450 


Mr. Yates. When the Civil Service Commission was before the sub- 
committee, it was testified there were 3,300 pending investigations of 
cases under the latest security order. I forget which number that was. 

Mr. Cutter. The order of last spring is No. 10450. 

Mr. Yates. Do you know how many of those people are still work- 
ing in the Government, and how many have been dismissed ¢ 

r. Curter. The only function which the Council has with reference 
to that order is as stated in section 14 of that order. We receive from 
the Civil Service Commission periodic reports as described in the 
order. ‘Those periodic reports relate to two topics. One is deficiencies 
in the departments’ and agencies’ security programs established under 
this order which are inconsistent with the interest of, or directly or 
indirectly weaken national security, and (2) tendencies in such pro- 
grams to deny to individual employees fair, impartial, and equitable 
treatment at the hands of the Government in their rights under the 
Constitution or laws of the United States, or this order. 

In due course, I suppose, we are going to receive from the Civil 
Service Commission a report in accordance with this section 14. 

Mr. Yates. Has the Civil Service Commission furnished you with 
a report which would show the reasons for the firing of the two- 
thousand-two-hundred-plus employees who were dismissed for secu- 
rity reasons ? 

Mr. Cutter. No. Its report would be due, I think, in March. We 
would expect to get a report from them in March. 

Mr. Puiures. Thank you very much, General. 


GOvVERNMENT-Ownep In Foreign Countries 


(The following information was requested on page 374:) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, February 11, 1954. 
Hon. JoHN PHILLIPS, 
Chairman, Independent Offices Subcommittee, 
Committee on Appropriations, House of Representatives. 

My Dear Mr. CHAIRMAN: At our recent hearing before your subcommittee, 
you asked for information concerning the foreign-building program of the State 
Department. The Deputy Director, Foreign Buildings Operations, Department 
of State, was requested to furnish a complete reply to your specific questions, 
based on a copy of a part of the transcript which was made available to him. His 
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report is enclosed. If you wish a more specific or detailed report, I will be glad 
to undertake an examination of the Department’s records for that purpose. 
Sincerely yours, 
LinpsaYy C. WARREN, 
Comptroller General of the United States. 


DEPARTMENT OF STATE, 
Washington, January 26, 1954. 
Mr. ELLs, 
Chief of Investigations, General Accounting Office, 
Washington, D. C. 

Dear Mr. Exxis: In accordance with conversations with Mr. Seymour of your 
office, there is given below the information it is believed Mr. Phillips and Mr. 
Wigglesworth appear to require. 


1. BOTHSCHILD PROPERTY, PARIS 


This property was acquired for $1,984,307.45 and required repairs of $131,- 
926.82. The purpose of this acquisition was eventually to construct a new em- 
bassy residence. Meanwhile, the property has been used to provide offices for 
United States agencies in Paris which it is estimated would cost $70,000 annually 
if such office space was acquired by lease in that city. 

Since the President’s economy directive, the Department has reconsidered the 
eventual use of this property for an embassy residence, and currently it is 
planned that at such time as the United States Government agencies presently 
occupying the premises no longer require this space, the property will be sold. 


2. BUILDING PROGRAM AUTHORIZATIONS 


Under the Foreign Service Buildings Act of 1926, the Department of State, 
for the period 1926 through fiscal year 1947, expended $12,500,046 and held 128 
building properties. This act was amended by Public Law 547, 79th Congress, 
approved on July 25, 1946, which authorized the Department of State to utilize 
credits held by the United States abroad for acquiring properties. Since the 
amendment, for the period fiscal years 1926 to June 30, 1953, inclusive, the 
Department has expended a total of $124,743,349. On June 80, 1958, the Depart- 
ment held 928 properties abroad. Of this amount $106,750,752 was financed 
through the utilization of foreign credits held by the United States Government. 
The foregoing excludes the building program for Germany which is given below. 


BUILDING PROGRAM, GERMANY 


With funds available to the High Commissioner’s Office in Germany, 458 
apartment units, 5 residences for representational use, and other necessary 
buildings were constructed in Bonn, Germany. 

Recently, an agreement was entered into with the Republic of Germany 
whereby 100 apartment units in Bonn would be made available during the cal- 
endar year 1954 to the German government in return for an equivalent number 
at consular posts required by the United States Government. Copies of this 
agreement together with an annex of this agreement are attached as exhibit 
No. 2. 

For the fiscal year 1954, $5,348,000 was appropriated to the “Government in 
occupied areas” which amount was available for transfer to the appropriation 
“Acquisition of buildings abroad” for the acquisition of sites and building con- 
struction for consular activities in Germany. This gave a total $7,655,000 for 
this program which includes the amount available in prior years. In view of 
the exchange agreement with Germany mentioned above, it was decided to elimi- 
nate the staff housing program with the exception of 17 units at Bremen, now 
under construction, and the Munich staff housing project which presently is 
suspended. Accordingly, the cost of the German program has been reduced so 
that a possible total savings of $2,176,600 may be effected. These savings are 
to be placed in reserve in accordance with instructions by the Bureau of the 
Budget and will be subject to the apportionment process which is controlled by 
the Bureau of the Budget. 
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8. PRECUT HOUSES 


When the USIA suddenly and greatly expanded its personnel complement abroad 
in 1950, it was necessary that some housing be provided immediately in certain 
areas of the world. Accordingly, the Department solicited bids from a number 
of concerns specializing in precut houses and a contract was let with the Craw- 
ford Corporation of Baton Rouge, La., for 50 units. A statement is attached 
as exhibit No. 1, showing the posts to which these houses were shipped together 
with the number and the costs of these houses. All units have been erected and 
are presently being occupied. 

In addition to the 50 units given in exhibit No. 1, the Department purchased 
5 of these units for the Economic Cooperation Administration on a reimburse- 
ment basis at a cost of $32,019.50 FAS, New Orleans, La. These units were 
shipped by ECA to Saigon, French Indochina. Meanwhile, because of some 
arrangement with the local government, ECA erected only 3 of these houses on 
1 of the properties owned by the Department; the other 2 units were returned 
to the Department and were shipped to Sydney, Australia, for eventual erection 
at Canberra but this erection has not taken place to date. 

It is hoped that the above information will satisfactorily answer the questions. 
raised by Messrs. Wigglesworth and Phillips. 

Sincerely yours, 
E. J. KErRIGAn, 
Deputy Director, Foreign Buildings Operations. 


Exuisit No. 1—Prefabricated houses 


Packaged 


Post and country Freight | 


Monrovia, Liberia 4 “ ; $10, 455 $1, 053 
Saigon 


Dhahran, Saudi Arabia. ides 

Tehran, Tran 776 426 O44 7: 1, 68 
Jidda, Saudi Arabia , 76 
Djakarta, Indonesia. 4 1, 
Singapore 36 
Rangoon, Burma 
Madras, India___ 
Dacca, Pakistan 3, 7. 
Lahore, Pakistan 3, 5 33, 662 


889, 250 
17, 785 


ADMINISTRATIVE AGREEMENT 


Between the Government of the United States of America, represented by the 

Secretary of State of the United States of America, acting by 
, American Contracting Officer, hereinafter called the United States 

Government, and the Federal Republic of Germany, represented by the Federal 
Minister for Housing Construction, acting by q 
hereinafter called the Bund 

Whereas the United States Government owns an apartment housing project 
in Plittersdorf, Bad Godesberg, Germany, in which are apartment dwelling units 
in excess of the immediate housing needs of American personnel in that area; and 

Whereas such excess apartment dwelling units may as excess foreign property 
be disposed of by exchange for other property; and 

Whereas the United States Government has need of dwelling units in other 
areas of Germany for housing American personnel, which dwelling units must 
otherwise be built or rented; and 

Whereas, the Bund is able and willing to make available to the United States 
Government dwelling units in various other parts of the Federal Republic to 
house American personnel ; 


41872—54—pt. 1——-75 


| | | 
Total 
$79, 845 
50] 342,080 | 96,624 | 335,457 | 104,550 | 10, 530 
Exurit No. 2 
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Now, therefore, in order to meet the respective housing needs of the parties 
to this agreement, it is agreed between the parties hereto that an exchange of 
the use of apartment dwelling units owned by the United States Government in 
the Plittersdorf-Bad Godesberg area for the use of comparable dwelling units 
owned or controlled by the Bund in other areas of Germany will be effected as 
follows: 


I. BASIC ESSENTIALS FOR EXCHANGE 


A. In the Bonn area, the United States Government will provide for Bund use 
apartment dwelling units in the United States Government apartment housing 
project in Plittersdorf. 

B. The Bund will in turn provide for United States Government use dwelling 
units in other parts of the Federal Republic. 

C. The exchange will be on a dwelling-unit-for-dwelling-unit basis. 

D. All operating and maintenance costs of the dwelling units provided by the 
parties to this agreement will be borne by the party providing the respective 
dwelling units, as set forth hereinafter in part IV, and in the Annex to this 
agreement. 

E. Assignment of tenants to the respective dwelling units provided will be 
made by the party at whose disposal the dwelling units have been placed. 


II. DESIGNATION OF DWELLING UNITS TO BE PROVIDED 


A. By the United States Government 

Up to 100 hundred (100) Plittersdorf apartment dwelling units will be made 
available to the Bund at the following rate: 

1. Twenty-five (25) apartment dwelling units within 30 days after this agree- 
ment has been signed by both parties ; 

2. Twenty-five (25) apartment dwelling units as soon as possible thereafter ; 

3. The balance of fifty (50) apartment dwelling units on or before January 1, 
1955, provided, however, that— 

(a) Such apartment dwelling units shall be made available to the Bund 
only as they are vacated by U. S. personnel; i. e., it shall not be required 
that U. S. personnel vacate these apartment dwelling units in order to make 
room for the Bund in accordance with the terms of this agreement ; 

(b) the number of these apartment dwelling units which are made avail- 
able to the Bund will be coordinated with the number of dwelling units 
which are made available by the Bund to the United States Government, 
in accordance with part II. B. of this agreement, so that progressively the 
number of apartment dwelling units made available will equal the total 
number of units made available by the Bund, and so that the total number 
of dwelling units made available by each party to the other will be the 
same as of s'unuary 1, 1955. 

The Plittersdorf apartment dwelling units will normally consist of two and 
and three bedroom apartments, each with built-in kitchen, stove, refrigerator, 
certain other built-in furniture, and such other furniture as the United States 
Government may deem appropriate, insofar as this other furniture is acceptable 
to the tenants. Apartment dwelling units made available to the Bund will be 
located in various parts of the Plittersdorf apartment housing project so that 
there will be no “German Section” in the project. Each apartment dwelling unit 
offered shall require the approval of the Bund Liaison Office. 

Specific designation of the apartment dwelling units to be made available to 
the Bund will be by listings sent through the Liaison Offices designated in 
part V of this agreement. 

B. By the Bund 

Up to one hundred (100) dwelling units in various parts of the Federal Re- 
public will be made available to the United States Government, about 25 to be 
available within 30 days after this agreement has been signed by both parties, 
and another 25 as soon as possible thereafter; the balance to be made available 
on or before January 1, 1955, provided, however, that the total number of dwell- 
ing units provided by each party shall be equated as of January 1, 1955, in 
accordance with the provisions of part II. A. 3. b. of this agreement, in the event 
that it is impossible for either party to make available to the other the intended 
total of one hundred (100) dwelling units by January 1, 1955. 
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Each dwelling unit offered by the Bund shall require the specific approval and 
acceptance of the United States Government, acting through the Liaison Office 
designated in part V of this agreement. 

The dwelling units offered by the Bund shall be unfurnished, provided, how- 
ever, that in any newly-begun construction of dwelling units initially to be of- 
fered by the Bund to the United States Government in accordance with the terms 
of this agreement, built-in kitchens, stoves and electric refrigerators shall be 
provided, as stipulated in part B. 5. of the Annex to this agreement. 

So far as possible, the dwelling units offered by the Bund in any given com- 
munity shall be located in various parts of that community, so as to avoid segre- 
gation of American personnel. 


Ill. ASSIGNMENT OF DWELLING UNITS PROVIDED 


As stated in part I. E. of this agreement, the assignment of tenants to the 
respective dwelling units provided will be made by the party at whose disposal 
the dwelling units have been placed. 


A. Assignment of tenants by the Bund to the Plittersdorf apartment dwelling 
units 
It shall be the intent of the Bund to select primarily German tenants. Prior 
to occupancy of quarters, the Bund will provide the United States Government 
with appropriate information as to the names of the principal tenant, the names 
of all persons who will be occupying the quarters with the principal tenant, and 
the ages of all children who will be occupying said quarters. 


B. Assignment of tenants by the United States Government 


It shall be the intent of the United States Government to assign as tenants for 
the dwelling units offered by the Bund and accepted by the United States Gov- 
ernment, persons whom the United States Government deems itself obligated to 
house. Prior to occupancy of quarters, the United States Government will pro- 
vide the Bund with appropriate information as to the names of the principal 
tenant, the names of all persons who will be occupying the quarters with the 
principal tenant, and the ages of all children who will be occupying said quarters. 


IV. OPERATION OF DWELLING UNITS PROVIDED 


A. By the United States Government 


The United States Government assumes the entire cost of operating and main- 
taining the apartment dwelling units made available to the Bund. Pertinent 
HICOG or U. S. Mission Administrative Instructions, regulations, etec., will be 
applicable. Persons assigned to apartment dwelling units in the project by the 
Bund will be subject to all the rules, regulations and instructions affecting resi- 
dence in the “Plittersdorf Community”. There will be attached to this agree- 
ment an Annex outlining certain details with respect to the operation and mainte- 
nance of the apartment dwelling units made available by the United States Gov- 
ernment to the Bund, and setting forth the gist of the rules, regulations, and in- 
structions which will be applicable to persons assigned to these apartment dwell- 
ing units. 


B. By the bund 


The Bund assumes the entire cost of operating and maintaining the dwelling 
units made available to the United States Government. There will be attached 
to this Agreement an Annex outlining pertinent details with respect to the opera- 
tion and maintenance of the dwelling units made available by the Bund to the 
United States Government and setting forth the gist of the rules, regulations, and 
instructions which will be applicable to persons assigned to these dwelling units. 


Vv. LIAISON 


Liaison offices shall be established or designated by the Bund and the United 
States Government respectively. The Bund Liaison Office shall make the assign- 
ment of Bund tenants to those Plittersdorf apartment dwelling units designated 
for their use, and the United States Government Liaison Office shall make the 
assignment of the United States Government tenants to the dwelling units made 
available to the United States Government by the Bund. Such assignments shall 
be in accordance with part III of this agreement. 
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Any problems arising with respect to the occupancy, operation and maintenance 
of the dwelling units provided in accordance with this agreement, and any ques- 
tions arising as to the application or interpretation of the terms, conditions, and 
provisions of this agreement, and its Annex, shall be referred to the appropriate 
Liaison Office for action. In the event the designated Bund and United States 
Government Liaison officers are unable to agree as to the action to be taken in the 
case of such problems or questions so referred to them, they shall prepare a joint 
report (or two separate reports, if a joint report is not feasible), referring their 
disagreement to a Committee of two for decision, the committee to consist of a 
Bund representative, to be selected by the Federal Minister for Housing Construc- 
tion, and a United States Government representative, to be selected by the U. S. 
Chief of Mission in Germany. 


VI. TERMINATION 


This agreement shall be valid for a term of five years, beginning on January 1, 
1954, and ending with December 31, 1958, and shall be renewable under the same 
terms and conditions for a further period then to be agreed upon, provided the 
parties hereto agree in writing to such a renewal prior to the expiration of this 
agreement. 

It is understood and agreed between the parties hereto that in the event of the 
removal of the capital of Germany from Bonn, or in the event that the United 
States Government decides to dispose of the Plittersdorf apartment housing 
project, either party shall be at liberty to terminate this agreement upon giving 
notice to the other at least six months in advance, and each party will thereupon 
be obliged to vacate the premises occupied under the terms of this agreement and 
to assure the removal of their respective tenants and their possession prior to the 
date of termination. 

Kither party may terminate the occupancy of specific dwelling units made 
available to the other party by— 

1. giving notice of intent to terminate such occupancy at least three months 
in advance; and 

2. providing alternate quarters in the same general area, which are accepted 
and approved by the appropriate Liaison Office. 

The direct costs of moving tenants to such alternate quarters shall be assumed 
by the party terminating the prior occupancy of such tenants in accordance with 
the terms of this paragraph. In agreement with the American Liaison Office, 
the Bund will also make available dwelling units which have been heretofore 
requisitioned and over which the Bund has no direct right of assignment. Should 
the leases for such dwelling units be terminated or cancelled, despite the efforts 
of the Bund to continue or prolong said lease contracts, the Bund will be respon- 
sible neither for the provision of alternate quarters nor for the costs of moving 
tenants. If the Bund is unable to provide alternate quarters, however, the United 
States Government has the right to reduce accordingly the number of apartment 
dwelling units made available to the Bund. 

Should the occupant of a dwelling unit conduct himself in an intolerable man- 
ner, he shall be removed from the dwelling unit at the earliest possible moment, 
upon request of the party providing the dwelling unit. 

In the event that either party is unable on a permanent basis fully to occupy 
dwelling units made available within the limits of the one hundred (100) dwell- 
ing units provided for in this agreement, such party may give notice of its desire 
to return the unoccupied units, whereupon the other party shall endeavor to 
adjust its requirements downwards so as to make equal the number of units 
occupied by each party; should such an equation be impracticable, the parties 
shall undertake to agree on a rate of reimbursement to be paid by the party 
occupying the excess units (after the return of the unoccupied units) to the party 
providing same, 

In witness whereof, the parties have hereunto set their hands and seals, this 

The Government of the United States of America, represented by the Secre- 
tary of State, acting by 


4 
1 


| 
The Government of the Federal Republic of Germany, represented by | 
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ANNEX TO AGREEMENT 


REGULATIONS FOR THE OPERATION AND MAINTENANCE OF DWELLING UNITS PROVIDED 
IN ACCORDANCE WITH THE TERMS OF THE ADMINISTRATIVE AGREEMENT OF 
BETWEEN THE UNITED STATES GOVERNMENT AND THE BUND 


A. Ae a dwelling units provided by the United States Government to the 
und 

1. Occupancy of quarters without prior assignment and clearance from the 
Liaison Offices designated in Section V of the agreement is prohibited. 

2. Additions, alterations, or changes to construction, grounds, or installed fa- 
cilities, such as fences, gardens, plumbing, heating, and electric fixtures are 
prohibited. The electric refrigerators and other built-in equipment supplied in 
the apartments by the United States Government must be used ; substitutions will 
not be permitted. Such other furniture as may be provided by the United States 
‘Governent on the basis of special arrangements may not be removed without prior 
approval of the Accomodations Officer. Changes to color schemes (painting), ete., 
may be made only with the approval of the appropriate United States Govern- 
ment office, provided, however, that the occupant shall agree to pay for such 
— and for the restoration of the premises to the original color and condi- 

on. 

3. Dogs may be kept in the apartments provided that they are kept on a leash 
while outside and not allowed to run loose within the project area. Owners will 
be held responsible for any nuisance and damage caused by pets. The keeping 
of dogs and other pets in the apartments shall be expressly subject to appropriate 
German laws and to such rules and regulations as may be established by the 
United States Government, and the United States Government reserves the right 
to require that specific pets be removed and banned from the project area. 

4. Before an assigned tenant moves into his apartment, the Accommodations 
Officer for the project will arrange for an initial, joint inventory. The inventory 
will be conducted in the presence of the tenant or responsible occupant who will 
sign the inventory record and assume full responsibility for maintaining the prem- 
ises, furniture, and fixtures in the same condition in which they were received, 
fair wear and tear excepted, but not excepting damage, or loss, or depreciation 
resulting from negligence or wilful damage on the part of the tenant, his family, 
agents, guests, or servants. This responsibility will include liability for damage 
to adjoining quarters when such damage is the end result of damage to the 
tenant’s quarters for which the tenant was responsible. A table of costs for re- 
placement of items will be distributed for the information of the tenant at the 
time each dwelling is occupied. Broken or damaged items may be replaced by 
purchase or payment to cover the cost of replacement at the termination of oc- 
cupancy. Replacement items must be of the same quality and design as the 
original article. The United States Government reserves the right, at reason- 
able times to enter and inspect the premises and equipment and furniture which 
have been supplied, and to make any necessary repairs. 

5. The apartment dwelling units will be unfurnished except for a built-in 
kitchen, electric stove, electric refrigerator, certain other built-in furniture, and 
such other furniture as the United States Government may deem desirable. 

6. When occupancy of quarters is to be terminated, a joint, checkout inven- 
tory, similar to the initial, joint inventory, will be made. In the event that loss, 
breakage, or damage in excess of fair wear and tear is indicated, a “Bill of Col- 
lection’’ will be prepared, to be paid by the Bund, which expressly assumes the 
initial responsibility for such bills. At the completion of the inventory the 
quarters must be vacated. The Bund will also be initially responsible for all 
other damage for which the tenant is liable under the terms of this Administra- 
tive Agreement and Annex. 

7. Maintenance and repairs: 

(a) Firemen, gardeners, housemen, and other maintenance and custodial per- 
sonnel will be employees of the United States Government and will work for 
and receive assignments from relevant office. 

(b) The maintenance of quarters and other facilities including stoves and 
refrigerators is the responsibility of the Space Management Section, in the pres- 
ent HICOG office organization, and all work requests and complaints should be 
directed to this unit or its successor. Requests for repairs of an emergency na- 
ture will be accepted by telephone by the Engineer Unit of the Space Management 
Section (or its successor) and the work done as quickly as possible. 
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8. Some storage facilities may be made available for personal belongings in 
the housing project ; however, the United States Government will not be respon- 
sible for loss, theft, or damage to belongings so stored. In the event that avail- 
able space is not sufficient to meet an occupant’s requirements, it will be his 
responsibility to make arrangements for storage privately at his own expense. 

9. Upon application, and when available, a separate maid’s room may be as- 
signed for each unit made available to the Bund under this agreement. House 
rules are posted, and noncompliance with these rules will be cause for denying 
use of the room. Decision to withdraw the use of the room will be made by the 
Accomodations Officer of the project. Rooms will be assigned only for maids 
hired on a full-time basis. Such rooms will not be assigned to male employees, 
and occupancy of such rooms by the tenant, or any member of his family, or any 
of the persons authorized to reside in the apartment proper, is prohibited. 

10. All charges for general utilities, excepting telephone services, but includ- 
ing fuel, electricity, and water will be included in the operating costs assumed 
by the United States Government. Heat will be supplied to the apartment dwell- 
ing units made available to the Bund under this agreement on the same basis 
and under the same conditions as to the other apartment dwelling units in the 
project ; the determination as to the adequacy or inadequacy of the heat supplied 
rests solely with the appropriate United States Government office. The use of 
electric heating devices is prohibited. 


B. Dwelling units provided by the Bund to the United States Government 


1. Occupancy of quarters without prior assignment and clearance from the 
Liaison Office designated in Section V of the agreement is prohibited. 

2. Additions, alterations, or changes to construction, grounds, or installed 
faciilties, such as fences, gardens, plumbing, heating, and electric fixtures, are 
prohibited. The electric refrigerators and other equipment provided in the 
dwelling units must be used. Substitutions will not be permitted. Changes in 
paint color schemes, wallpaper, etc., may be made only with the permission of 
the appropriate Bund office, which may require that the occupant shall agree to 
pay for such changes and for the restoration of the premises to their original 
condition. 

3. Dogs may be kept in the dwelling units, provided that they are kept on a 
leash while outside and not allowed to run unattended in the gardens, etc. 
Owners will be held responsible for any nuisance and damage caused by pets. 
The keeping of dogs and other pets in the apartments shall be expressly subject 
to appropriate German laws. The Bund reserves the right to require that 
specific pets be removed and banned. 

4. Before an assigned tenant moves into his dwelling unit, an initial joint 
inspection and Condition Report will be made by the representatives of the 
Bund and of the United States Government. The inspection will be made in 
the presence of the tenant or responsible occupant, who will sign the Condition 
Report. The tenant assigned to the dwelling unit will assume full responsibility 
for maintaining the premises in the same condition in which they are received, 
fair wear and tear excepted, but not excepting damage, loss, or depreciation 
resulting from negligence or wilful damage on the part of the tenant, his family, 
agents, guests, or servants. This responsibility will include liability for dam- 
age to adjoining quarters, when such damage is the end result of damage to the 
tenant’s quarters for which the tenant is responsible. A table of costs for 
replacement of items will be distributed to the tenant for his information at the 
time he moves in. Broken or damaged items may be replaced by purchase or 
payment to cover the cost of replacement at the termination of occupancy. 
Replacement items must be of the same quality and design as the original article. 
The Bund reserves the right, together with the owner of the premises or his 
agent, at reasonable times to enter and inspect the premises and to make 
necessary repairs. 

5. The dwelling units will be unfurnished, provided, however, that light fix- 
tures, kitchen stoves, sinks, and appurtenances thereto will be supplied, and 
provided further that in the case of newly begun construction of dwelling units 
initially to be offered by the Bund to the United States Government in accordance 
with the terms of this agreement, built-in kitchens, stoves, and electric refrig- 
erators shall be supplied; the refrigerators supplied shall have a minimum 
capacity of 200 liters for family dwelling units and a minimum capacity of 150 
liters for bachelor dwelling units. 
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6. When occupancy of quarters is to be terminated, a joint, checkout inspection 
and Condition Report will be made. In the event that loss, breakage, or damage 
in excess of fair wear and tear is indicated, a “Bill of Collection” will be pre- 
pared, to be paid by the United States Government, which expressly assumes 
the initial responsibility for such bills. At the completion of the inspection the 
quarters must be vacated. The United States Government will also be initially 
responsible for all other damage for which the tenant is liable under the terms 
of this Administrative Agreement and Annex. 

7. Maintenance and repairs: 

(a) The Bund will assume the actual operation of providing proper heating 
for the dwelling units, insofar as central heating plants are available, and will 
care for the gardens and grounds of the respective dwelling units. The premises 
will be maintained and repaired in accordance with the Bund’s undertaking to 
assume the entire cost of operating and maintaining the dwelling units made 
available to the United States Government. Bund-paid maintenance and cus- 
todial employees shall not be utilized by the tenants to perform normal routine 
housekeeping duties. In the case of single family units, it is understood that 
the Bund need not provide a full-time maintenance and custodial employee, but 
can supply a fireman on a part-time basis. Adequate heat will be provided dur- 
ing the heating period which is customary for the area in which the dwelling 
unit is located. During this period, the inside temperature of the premises shall 
be maintained insofar as possible, at 72° F. (23° C.). It is expressly understood 
that maintenance services include the maintenance of stoves and refrigerators 
in the dwelling units. 

(bv) The maintenance of the dwelling units and other facilities, is a responsi- 
bility of the local offices designated by the Bund. All work requests and com- 
plaints should be directed to these offices. 

8. All charges for general utilities, excepting telephone service, but including 
fuel, gas, electricity, water, chimney-sweeping and septic tank cleaning will be 
included in the operating costs assummed by the Bund. The use of electric or 
gas heating devices is prohibited, except as previously agreed upon in writing by 
the appropriate local office designated by the Bund. 
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